
DENTONS 

October 22, 2015 

Karl Zobrist 
Partner 

BY EFIS, E-MAIL, and FED EX 

Mr. Morris Woodruff 
Secretary of the Commission 
Missouri Public Service Commission 
200 Madison Street, P.O. Box 360 
Jefferson City, Missouri 65102-0360 

karl.zobrist@dentons.com 
0 +1 8164602545 

Oentons US LLP 
4520 Main Street 
Suite 1100 

Salans FMC SNR Denton 
McKenna Long 
dentons.com 

Kansas City, MO 6411 1-7700 USA 

T + 1 816 460 2400 
F +18165317545 

FILED 

Re: Notice of Appeal, Case No. ER-2014-0370, In re Kansas City Power & Light Company's Request­
for Authority to Implement a General Rate Increase for Electric Service 

Dear Mr. Woodruff: 

Please find enclosed for filing the original and three copies of Kansas City Power & Light 
Company's Notice of Appeal in Case No. ER-2014-0370, filed with the Missouri Public Service 
Commission pursuant to Section 386.510, Mo. Rev. Stat. (2000), as amended. Enclosed is the Notice of 
Appeal form that the Commission has made available for this purpose, which in all material respects is 
the same as Form 8-A issued by the Missouri Supreme Court. Also enclosed is the docket fee in the 
amount of $70 as required by Supreme Court Rule 81.04(d). 

Please return to me a file-stamped copy of the extra copy of the Notice of Appeal in the enclosed 
self-addressed, stamped envelope. Thank you for your assistance, and please do not hesitate to contact 
me should you have any questions. 

Enclosures 

Sincerely, 

~~/t,.a( 
Karl Zobrist 
Partner 

cc: Counsel of Record, Case No. ER-2014-0370 (via e-mail and certified mail, return receipt requested) 
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FILED 
Missouri Public Service Commission OCT 2 3 2015 

Appellate Number: M!ssouri Public 
l------- --------+--.--.,--7-:-:--::---:---:::---:--:---:::-:--:-:----:---t Serv rce Commission 

Appellant : l\llissouri Public Service Commission File Number: / ~:3)pfYJ IJr!A 
Judge or Division: 

Kansas City Power & Light Company 
ER-2014-0370 

vs. 

Respondenl: 

Missouri Public Service Commission 
(Date File Stamp) 

0 ICC 0 ,ppea N t' fA 
Not ice is given that Kansas City Power & Light Company nppeals to the ivlissouri Court of 

Appeals [j) Western 0 Enstcrn 0 Southern District. 

~ lDB3ll5 .. 
Date Not ire uf Appeal foiled Signature of Att<\r!u>{ or Appellant 
(to be tilled in by Secretary of Commission) 

The notice ofnppcnl shnll include the nppcllant's npplication for rchcnring, a copy of the reconci liation required by 
subsection 4 ofscction 386.420, a concise statement of the issues being appcnled, alitll and complete list of the pnrties to the 
commission proceeding, and any other information specified by the rules of the court. The nppellnnt(s) must fi le the original 
and (2) two copies mul pay the docket fcc required by court rule to the Sccrctnry of the Commission within the time speci fied 
by law. Please mnl<c chccl<s or money orders payaiJic to the Missouri Court of Appeals. At the same time, Appellnntmust 
serve n copy of the Not ice of Appcnl on nttorneys of record of nil pnrtics other thnn nppellant(s), and on nil pnrties not 
represented by an nttorncy. 

CASE INFORMATION 
Appellnnt Nmne I !Jar Number: Respondent's Attorney I Bar Number: 

Karl Zobrist- MBN 28325; Lisa A. Gilbrealh - MBN 62271; 
Shelley Brueggemann - MBN 52173 Robert J . Hack- MBN 36496; Roger W. Steiner- MBN 39586 

Address: Address: 
Dentons US LLP Missouri Public Service Commission 
4520 Main Street, Suite 1100 P .O. Box 360 
Kansas Ci ty, MO 64111 Jefferson City, MO 65102 
Tclcphoi1e: Fax: Te lephone: Fax: 

816-460-2400 816-531-7545 573-751-2690 573-751-9285 
Dntc of Commission Decision: I Date of Application for Rehearing Filed: I Date Appl ication for Rehearing Ruled On: 

September 2, 2015 September 14, 2015 October 22, 2015 

DIRECTIONS TO COMMISSION 
A copy of the notice of appeal and the docket fcc shall be mailed to the clerk of the nppcllatc court. Unless otherwise 

ordered by the court of appeals, the commi ssion shall , within thirty days of the fi ling of the notice of appeal, certify its record in 
the case to the court of appeals. 

Ccrlificatc of SHvicc 

I certify that on OC-/obv 22, JotS (date), I served n copy of the notice of nppcal on the following parties, at the 
following address(es), by the method ofservict: ind icated. 

SEE ATTACHED SERVICE LIS T 

-
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ATTACHMENT 1 

SERVICE LIST 



Service List for Missouri Public Service Commission Case No. ER-2014-0370 

Missouri Public Service 
Commission 
Office General Counsel 
200 Madison Street, Suite 800 
P.O. Box 360 
Jefferson City, MO 65102 
Phone: 573-751-2690 
Fax: 573-751-9285 
staffcounselservice@psc.mo.gov 

Sierra Club 
Sunil Sector 
85 Second Street, 2nd Floor 
San Francisco, CA 94105-3441 
Phone: 415-977 -5759-Ext: 
sunil.bector@sierraclub.org 

Sierra Club 
Lisa K Perfetto 
48 Wall Street, 19th Floor 
New York, NY 10005 
Phone: 212-845-7388-Ext: 
lperfetto@earthjustice.org 

United States Department of Energy 
Robert E Sauls 
625 East 26th St 
Kansas City, MO 64108 
Phone: 816-435-8002-Ext: 
Fax: 816-435-4884 

City of Kansas City, Missouri 
Mark W Comley 
601 Monroe Street., Suite 301 
Jefferson City, MO 65102-0537 
Phone: 573-634-2266-Ext: 301 
Fax: 573-636-3306 
comleym@ncrpc.com 

Federal Executive Agencies 
Sean Tshikororo 
1000 Independence Ave SW 
Washington, DC 20585 
Phone: 202-586-6918-Ext: 

Missouri Public Service 
Commission 
Nathan Williams 
200 Madison Street, Suite 800 
P.O. Box 360 
Jefferson City, MO 65102 
Nathan.Williams@psc.mo.gov 

Sierra Club 
Thomas Cmar 
1101 Lake Street, Ste. 4058 
Oak Park, IL 60301 
Phone: 312-257 -9338-Ext: 
Fax: 212-918-1556 
tcmar@earthjustice.org 

Union Electric Company 
James B Lowery 
111 South Ninth St., Suite 200 
P.O. Box 918 
Columbia, MO 65205-0918 
Phone: 573-443-3141-Ext: 
Fax: 573-448-6686 
lowery@smithlewis.com 

United States Department of Energy 
Sean Tshikororo 
1000 Independence Ave SW 
Washington, DC 20585 
Phone: 202-586-6918-Ext: 
Fax: nul-l-

Consumers Council of Missouri 
John B Coffman 
871 Tuxedo Blvd. 
St. Louis, MO 63119-2044 
Phone: 573-424-6779-Ext: 
Fax: nul-1-
john@johncoffman.net 

IBEW Local Union 1464 
Michael E Amash 
753 State Ave, Suite 475 
Kansas City, KS 66101 
Phone: 913-321-8884-Ext: 

Office of the Public Counsel 
Dustin Allison 
200 Madison Street, Suite 650 
P.O. Box 2230 
Jefferson City, MO 65102 
Phone: 573-751-5318 
Fax: 573-751-5562 
opcservice@ded.mo.gov 

Sierra Club 
Henry B Robertson 
319 N. Fourth St., Suite 800 
St. Louis, MO 63102 
Phone: 314-231-4181-Ext: 
Fax: 314-231-4184 
hrobertson@greatriverslaw.org 

Union Electric Company 
Wendy Tatro 
1901 Chouteau Avenue 
St. Louis, MO 63103-6149 
Phone: 314-554-3484-Ext: 
Fax: 314-554-4014 
AmerenMOService@ameren.com 

Brightergy, LLC 
Andrew Zellers 
1712 Main Street, 6th Floor 
Kansas City, MO 64108 
Phone: 816-332-017 4-Ext: 
andyzellers@brightergy.com 

Federal Executive Agencies 
Robert E Sauls 
625 East 26th St 
Kansas City, MO 64108 
Phone: 816-435-8002-Ext: 
Fax: 816-435-4884 

IBEW Local Union 1613 
Michael E Amash 
753 State Ave, Suite 475 
Kansas City, KS 66101 
Phone: 913-321-8884-Ext: 



Fax: nul-l-

IBEW Local Union 412 
Michael E Amash 
753 State Ave, Suite 475 
Kansas City, KS 66101 
Phone: 913-321-8884-Ext: 
Fax: 913-321-2396 
mea@blake-uhlig.com 

Kansas City Power & Light 
Company 
Robert Hack 
1200 Main, 16th Floor 
P.O. Box 418679 
Kansas City, MO 64141-9679 
Phone: 816-556-2791-Ext: 
Fax: 816-556-2787 
rob.hack@kcpl.com 

Midwest Energy Consumers Group 
David Woodsmall 
807 Winston Court 
Jefferson City, MO 65101 
Phone: 573-797-0005-Ext: 
Fax: 573-635-7523 
david.woodsmall@woodsmalllaw.com 

Missouri Industrial Energy 
Consumers (MIEC) 
Edward F Downey 
221 Bolivar Street, Suite 1 01 
Jefferson City, MO 65101 
Phone: 573-556-6622-Ext: 
efdowney@bryancave.com 

S53~1tl71 

Fax: 913-321-2396 
mea@blake-uhlig.com 

Kansas City Power & Light 
Company 
Lisa A Gilbreath 
4520 Main, Suite 11 00 
Kansas City, MO 64111 
Phone: 816-460-2655-Ext: 
Fax: 816-531-7545 
lisa.gilbreath@dentons.com 

Kansas City Power & Light 
Company 
Karl Zobrist 
4520 Main Street, Suite 11 00 
Kansas City, MO 64111 
Phone: 816-460-2545-Ext: 
Fax: 816-531-7545 
karl.zobrist@dentons.com 

Missouri Division of Energy 
Alexander Antal 
301 West High St. 
P.O. Box 1157 
Jefferson City, MO 65102 
Phone: 573-522-3304-Ext: 
Alexander.Antal@ded.mo.gov 

Missouri Industrial Energy 
Consumers (MIEC) 
Diana M Vuylsteke 
211 N. Broadway, Suite 3600 
St. Louis, MO 631 02 
Phone: 314-259-2543-Ext: 
Fax: 314-259-2020 
dmvuylsteke@bryancave.com 

Fax: 913-321-2396 
mea@blake-uhlig.com 

Kansas City Power & Light 
Company 
James M Fischer 
1 01 Madison Street, Suite 400 
Jefferson City, MO 35101 
Phone: 573-636-6758-Ext: 
Fax: 573-636-0383 
jfischerpc@aol.com 

Kansas City Power & Light 
Company 
Roger W Steiner 
1200 Main Street, 16th Floor 
P.O. Box 418679 
Kansas City, MO 64105-9679 
Phone: 816-556-2314-Ext: 
Fax: 816-556-2787 
roger.steiner@kcpl.com 

Missouri Gas•Energy (Laclede) 
Rick E Zucker 
700 Market Street, 6th Floor 
St. Louis, MO 63101 
Phone: 314-342-0533-Ext: 
Fax: 314-421-1979 
rick.zucker@thelacledegroup.com 



ATTACHMENT 2 

CONCISE STATEMENT OF 
ISSUES TO BE APPEALED 



Notice of Appeal (ER-2015-0370): Concise Statement of the Issues Being Appealed 

I. The return on equity of 9.5% established by the Commission is insufficient because it is 
one of the lowest returns on equity authorized by any state regulatory agency in the 
United States for an electric utility with risks comparable to KCP&L. 

II. The rate allowance for Critical Infrastructure Protection and Cyber-security Operation & 
Maintenance expenses is based on historical amounts that will be inadequate because 
such expenses will increase during the period when rates will be in effect. 

III. The rate allowance for propetiy taxes is based on historical amounts that will be 
inadequate because property taxes will increase during the period when rates will be in 
effect. 

IV. The rate allowance for Southwest Power Pool transmission expenses is based on 
historical amounts that will be inadequate because such expenses will increase during the 
period when rates will be in effect. 

V. The inadequate rate allowance for Southwest Power Pool transmission expenses results in 
unrecoverable or "trapped" rates paid by KCP&L pursuant to rates approved by the 
Federal Energy Regulatory Commission in violation of the Filed Rate Doctrine and 
federal preemption principles. 

VI. The Commission's rejection of trackers for Southwest Power Pool transmission expenses, 
property taxes, and Critical Infrastructure Protection and Cyber-security Operation & 
Maintenance expenses is based upon an erroneous interpretation of the Uniform System 
of Accounts. 

VII. The Commission disallowed recovery of 25% of KCP&L's prudently incmTed rate case 
expenses and imposed a rule on the Company in violation of Chapter 536, Mo. Rev. Stat. 

VIII. The Commission's denial of regulatory treatment of future cost increases for Southwest 
Power Pool transmission expenses, property taxes, and Critical Infrastructure Protection 
and Cybcr-security Operation & Maintenance expenses deprives KCP&L of any realistic 
opportunity to cam even the very low Commission-authorized return on equity of 9.5%, 
and is, therefore, confiscatory in its impact and effect in violation of the Fifth and 
Fomieenth Amendments to the United States Constitution. 

S523926S 



ATTACHMENT 3 

CIVIL CASE INFORMATION SHEET 



FORM 1. CIVIL CASE INFORI~ATION FORM SUPPLEMENT 

MISSOURI COURT OF APPEALS 
WESTERN DISTRICT 

No.WD ___ _ 

[Please type or neatly print the information requested. This form must be filed with the Notice of 
Appeal (form 8-A) with the Circuit Clerk.] 

Kansas City Power & Light Company 
Plaintiff 

vs. 

Missouri Public Service Commission 
Defendant 

Karl Zobrist 
Attomey's Name 
4520 Main Street Suite 1100 
Street Address 
Kansas City, Missouri 64111 
City Zip Code 

Shelly Brueggemann 
Attomey's Name 
P.O. Box360 
Street Address 
Jefferson City, Missouri 65102 
City Zip Code 

Date Notice filed in Circuit Court ___________________ _ 

The Record on Appeal will consist of a: 

______ Legal File Only or X Transcript and Legal File. (This will 
include records filed pursuant to Rules 81.13 and 81.16) 

FACTUAL BACKGROUND: (Events Giving Rise to Cause of Action) 

The Missouri Public Service Commission ("Commission") issued the Repm1 and Order that is the 
subject of this appeal, in Case No. ER-2014-0370, on September 2, 2015. In that Report and 
Order, the Commission authorized a rate increase of approximately $89.7 million and a Return on 
Equity for Appellant Kansas City Power & Light Company ("KCP&L") of9.5%, which is the 
lowest return on equity authorized by any state regulatmy agency for an electric utility with risks 
comparable to KCP&L. 

Appellant KCP&L contends that the Report and Order is not based upon competent and 
substantial evidence and is an abuse of the Commission's discretion in that it authorizes an 
insufficient Return on Equity and inadequate rate allowances for numerous expenses, results in 
"trapped" FERC-approved rates paid by KCP&L, en·oneously applies the Uniform System of 
Accounts, improperly disallows recovery of prudently incurred expenses, and ultimately deprives 
KCP&L of any realistic oppm1unity to earn even the ve1y low authorized Retum on Equity. 

~~2-11272 



ISSUE(S): 
(Anticipated to be Presented by the Appeal; Appellant is Not Bound by this Designation) 

I. The return on equity of9.5% established by the Commission is insufficient because it is 
one of the lowest returns on equity authorized by any state regulatmy agency in the United States 
for an electric utility with risks comparable to KCP&L. 

II. The rate allowance for Critical Infrastructure Protection and Cyber-security Operation & 
Maintenance expenses is based on historical amounts that will be inadequate because such 
expenses will increase during the period when rates will be in effect. 

III. The rate allowance for property taxes is based on historical amounts that will be 
inadequate because property taxes will increase during the period when rates will be in effect. 

IV. The rate allowance for Southwest Power Pool transmission expenses is based on 
historical amounts that will be inadequate because such expenses will increase during the period 
when rates will be iu effect. 

V. The inadequate rate allowance for Southwest Power Pool transmission expenses results in 
unrecoverable or "trapped" rates paid by KCP&L pursuant to rates approved by the Federal 
Energy Regulatory Commission in violation of the Filed Rate Doctrine and federal preemption 
principles. 

VI. The Commission's rejection of trackers for Southwest Power Pool transmission expenses, 
proper1y taxes, and Critical Infrastructure Protection and Cyber-security Operation & 
Maintenance expenses is based upon an erroneous interpretation of the Uniform System of 
Accounts. 

VII. The Commission disallowed recovery of25% ofKCP&L's prudently incurred rate case 
expenses and imposed a mle on the Company in violation of Chapter 536, Mo. Rev. Stat. 

VIII. The Commission's denial of regulatmy treatment of future cost increases for Southwest 
Power Pool transmission expenses, property taxes, and Critical Infrastructure Protection and 
Cyber-security Operation & Maintenance expenses deprives KCP&L of any realistic opportunity 
to earn even the very low Commission-authorized retum on equity of9.5o/o, and is, therefore, 
confiscatory in its impact and effect in violation of the Fifth and Fom1eenth Amendments to the 
United States Constitution. 

[Two (2) typewritten pages maximum] 
(Added June 25, 1987, effective Dec. I, 1987. Amended effective June 23, I 988) 
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APPLICATION FOR REHEARING 



BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the Matter of Kansas City Power & Light 
Company's Request for Authority to Implement 
A General Rate Increase for Electric Se1vice 

) 
) 
) 

File No. ER-2014-0370 

APPLICATION FOR REHEARING OF 
KANSAS CITY POWER & LIGHT COMPANY 

Kansas City Power & Light Company ("KCP&L" or "Company"), pursuant to Section 

386.5001 and 4 CSR 240-2.160, files its application for rehea1ing of the Repmt and Order 

("Repmt and Order") issued on September 2, 2015. In suppmt of its application for rehearing, 

the Company states as follows: 

I. Legal Pl'inciples That Govem Applications fol' Reheal'ing. 

I. All decisions of the Commission must be lawful, with statntmy authority to 

support its actions, as well as reasonable. State ex rei. Ag Processing. Inc. v. PSC. 120 

S.W.3d 732, 734-35 (Mo. en bane 2003). An order's reasonableness depends on whether it is 

supported by substantial and competent evidence on the record as a whole. State ex rei. Alma 

Tel. Co. v. PSC. 40 S.W.3d 381, 387 (Mo. App. W.D. 2001). An order must be neither arbitnuy, 

capricious, nor unreasonable, and the Commission must not abuse its discretion. ld. 

2. In a contested case, the Commission is required to make findings of fact and 

conclusions of law pursuant to Section 536.090. Deaconess Manor v. PSC. 994 S.W.2d 602, 

612 (Mo. App. W.D. 1999). For judicial review to have any meaning, it is a minimum 

requirement that the evidence, along with the explanation thereof by the Commission, make 

sense to the reviewing comt. State ex rei. Capital Cities Water Co. v. PSC. 850 S.W.2d 903, 

914 (Mo. App. W.D. 1993). In order for a Commission decision to be lawful, the 

Commission must include appropriate findings of fact and conclusions of law that are 

1 All references to the Missouri Revised Statutes (2000), as amended. 



sufficient to petmit a reviewing comt to detetmine if it is based upon competent and substantial 

evidence. State ex rei. Noranda Aluminum, Inc. v. PSC. 24 S.W.3d 243, 246 (Mo. App. W.D. 

2000); State ex rei. Monsanto Co. v. PSC, 716 S.W.2d 791, 795 (Mo. en bane 1986); State ex rei. 

A.P. Green Refractories v. PSC. 752 S.W.2d 835, 838 (Mo. App. W.D. 1988); State ex rei. 

Fischer v. PSC. 645 S.W.2d 39, 42-43 (Mo. App. W.D. 1982), cett. denied, 464 U.S. 819 

(1983). 

3. In State ex rei. GS Technologies Operating Co. v. PSC, 116 S.W.3d 680, 691-92 

(Mo. App. W.D. 2003), the Comt of Appeals described the requirements for adequate findings of 

fact when it stated: 

While the Commission does not need to address all of the evidence presented, the 
reviewing court must not be "left 'to speculate as to what part of the evidence the 
court found true or was rejected."' ... In pat1icular, the findings of fact must be 
sufficiently specific to perform the following functions: 

[F]indings of fact must constitute a factual resolution of the matters 
in contest before the commission; must advise the parties and the 
circuit cotut of the factual basis upon which the commission 
reached its conclusion and order; must provide a basis for the 
circuit court to perform its limited function in reviewing 
administrative agency decisions; [and] must show how the 
controlling issues have been decided[.] 

[St. Louis Countv v. State Tax Comm'n, 515 S.W.2d 446,448 (Mo. 1974), citing 
Iron Countv v. State Tax Comm'n, 480 S.W.2d 65 (Mo. 1972)]. 

4. The Commission cannot simply recite facts on which it bases a "conclusmy 

finding," and must rather "fulfill its duty of crafting findings of fact which set out the basic facts 

from which it reached its ultimate conclusion" in a contested case. Noranda, 24 S.W.3d at 246. 

"Findings of fact that are completely conclusmy, providing no insights into how controlling 

issues were resolved are inadequate." Monsanto, 716 S.W.2d at 795. 

5. A review of the evidentimy record in this case demonstrates that the Repmt 

and Order fails to comply with these principles in cet1ain respects and that rehearing should be 

2 



granted as to the issues discussed below. 

II. Issues on Which Rehearing Should be Granted. 

A. The Report and Order is Unlawful, Unsuppm·ted by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that the Rate Allowance for Critical 
Infrastructure Protection ("CIP")/Cyber-security Operation & 
Maintenance ("O&M") Expenses is Based on Historical Amounts That Will 
be Inadequate Because CIP/Cyber-security O&M Expenses Will Increase 
During the Period When Rates Will be in Effect. 

6. In its Repmi and Order, the Commission established KCP&L's revenue 

requirement using a rate allowance for CIP/Cyber-security O&M expenses based on the actual 

amount of CIP/Cyber-security O&M expense incurred by KCP&L for the twelve-month period 

ending May 31, 2015. Repmt and Order at 58. This fixed rate allowance will remain in 

KCP&L's rates until changed in a subsequent general rate proceeding. After new rates from 

this case take effect, if actual CIP/Cyber-security O&M expenses exceed the rate allowance, 

then the Company will absorb those increased expenses thmugh a reduction in its earned return 

on equity ("ROE"), unless offsetting cost savings or revenue growth come into being. 

Conversely, if actual C!P/Cyber-security O&M expenses fall shmt of the rate allowance when 

new rates are in effect, then the Company will retain the resulting savings through an increase in 

its earned ROE, unless other costs increase or revenues fall which would erode the impact of the 

ClP/Cyber-security O&M expense savings. 

7. Competent and substantial record evidence establishes that KCP&L's 

CIP/Cyber-security O&M expenses have been increasing in recent years and that they arc 

expected to continue increasing significantly after new rates from this case take effect. Ex. 132, 

Phelps-Roper Rebuttal at 2-3. This evidence was not disputed; in fact, evidence offered by 

other patties confim1s that CIP/Cyber-security O&M expenses will continue to increase after 

rates are set in this case. See Ex. 222, Lyons Rebuttal at 26-27; and Ex. 502, Brosch Direct-

3 



Revenue Requirement at 32? 

8. Competent and substantial record evidence also establishes that KCP&L is not 

expected to experience any meaningful load or revenue growth after new rates take effect, and 

that cost increases in other areas in addition to CIP/Cyber-secmity O&M expenses are expected. 

Sec Ex. 107, Carlson Rebuttal at 6-8; Ex. 113, Hardesty Surrebuttal at 5-6; Ex. 132, Phelps-

Roper at 2-3; Ex. 130, Overcast Surrebuttal at 5-6; and Ex. 121, Ives SutTebuttal at 23-24, and 

35, fu. I. Consequently, there is no reasonable likelihood that KCP&L's increased CIP/Cyber-

security O&M expenses will be offset to any meaningful extent by increased revenues or cost 

savings in other areas. Because the fixed rate allowance is based exclusively on historical 

CIP/Cyber-security O&M expense levels, increased CIP/Cyber-secmity O&M expenses 

experienced when rates arc in effect will reduce KCP&L's earned ROE below the level 

authorized in the Repmt and Order. 

9. Two alternatives to exclusive reliance on historical infmmation to establish the 

CIP/Cyber-security O&M expense rate allowance were presented to the Conunission, either of 

which would have mitigated the ROE-reducing impact of this aspect of the Report and Order. 

As one altemative (assuming a rate allowance based on historical costs), KCP&L proposed in 

its direct testimony (Ex. 134, Rush Direct at 33) that actual CIP/Cyber-secmity O&M expenses 

would be tracked relative to the historically-based amount allowed in rates, with any differences 

defctTed as regulatmy assets or liabilities, as pennitted by the Federal Energy Regulatmy 

Commission's ("FERC") Unifmm System of Accounts ("USOA"). Sec Ex. 160, 18 C.F.R. Patt 

201 (Accounts 182.3 & 253; Definition No. 31); 4 CSR 240-20.030 (adoption of USOA). 

2 It should be noted that both Staff witness Lyons and Midwest Energy Consumers' Group ("MECG") witness 
Brosch include capital expenditures in the CIP/Cybcrwsccurity cost tables presented, respectively, in their rebuttal 
and direct testimony. Because the Report and Order on this issue only addressed O&M costs, the capital 
expenditure lines of these tables should be disregarded for purposes of ascertaining O&M cost trends historically 
and in the future. 

4 



Ratemaking treatment for such expenses would occur in the Company's next general rate 

proceeding. As a second alternative, KCP&L proposed that the historically-based rate 

allowance be increased by $3.5 million to reflect the impact of forecasted CIP/Cyber-secmity 

O&M expenses during the period when rates are in effect. Ex. 136, Rush Surrebuttal at 15-17. 

If the actual CIP/Cyber-security O&M expenses fall shmt of the rate allowance, KCP&L 

proposed that customers be credited with the difference, including interest calculated using the 

Company's shmt-tenn rate, in the Company's next general rate proceeding. !d. If the actual 

CIP/Cyber-security O&M expenses exceed the rate allowance, KCP&L proposed that 

shareholders would absorb those excess costs. Id. 

I 0. In rejecting both of these alternatives and instead basing the rate allowance 

exclusively on historical costs, the Commission has ignored evidence regarding CIP/Cyber-

security O&M expense increases that will occur when rates will be in effect. These expense 

increases have a material bearing upon KCP&L's ability to achieve the ROE authorized by the 

Commission in its Report and Order and, consequently, are factors highly relevant to the 

detetmination of just and reasonable rates. In this regard, the Report and Order violates the 

Missouri Supreme Comt's holding in State ex rei. Missouri Water Co. v. PSC, 308 S.W.2d 704, 

719 (Mo. 1957) ("Missomi Water").3 See State ex rei. Mo. Pub. Serv. Co. v. Fraas, 627 S.W.2d 

882, 886 (Mo.App. W.D. 1981) ("Commission must make an intelligent forecast with respect to 

the future petiod for which it is setting the rate.") ("Fraas"). 

II. Additionally, in detennining (on pp. 58-59 of the Repmt and Order) that 

KCP&L's alternative request to base the rate allowance for CIP/cyber-security O&M expense 

3 Specifically, the Missouri Supreme Court held that" ... in detennining the price to be charged for (in this instance) 
water (Sec. 393.270, Par.4) the fair 'value of the property' of the water company which the Commission is 
empowered to ascertain under Sec. 393.230, Par. I, is a relevant factor for consideration in its proper relationship to 
all other facts that have a material bearing upon the establishment of 'fair and just' rates as contemplated by our 
statutes and decisions." Missouri \Vater at 719. 
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on forecasted expenses violated 4 CSR 240-2.130(7)(A), prevented other patties from having a 

sufficient opportunity to conduct discovCJy, and was not adequately explained by KCP&L in 

temts of either how the forecasted expense estimate was anived at or how the Connnission has 

legal authmity to grant such relief, the Repmt and Order is unreasonable and unlawful because 

it ignores the Commission's own rules which specifically allow smTcbuttal testimony that is 

responsive to rebuttal testimony, and ignores the fact that KCP&L provided substantial 

testimony explaining why CIP/Cyber-secmity O&M expenses were increasing and detailed 

CIP/cyber-secmity O&M expense forecasts throughout the case, begitming with direct 

testimony and continuing through rebuttal and smTebuttal testimony. Ex. 134, Rush Direct at 

31-34; Ex. 132, Phelps-Roper Rebuttal at 3 & Sched. JFR-1 through JFR-7; and Ex. 133, 

Phelps-Roper Sunebuttal at 2-3. 

B. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that (1) the Rate Allowance for Southwest 
Power Pool, Inc. ("SPP") Transmission Expenses is Based on Historical 
Amounts that Will be Inadequate Because SPP Transmission Expenses Will 
Increase During the Pel"iod When Rates Will be in Effect, and (2) the 
Inadequate Rate Allowance for SPP Transmission Expenses Results in 
Unrecoverable or "Trapped" FERC-approved Rates Paid by KCP&L in 
Violation ofthe Filed Rate Doctrine and Federal Preemption Principles. 

(I) The Rate Allowance for SPP Transmission Expenses is Based on 
Historical Amounts that Will be Inadequate Because SPP Transmission 
Expenses Will Increase During the Period When Rates Will be in Effect. 

12. In its Repmt and Order, the Commission established KCP&L's revenue 

requirement using a rate allowance for SPP transmission expenses based on annualizing the 

actual amount expended by KCP&L for SPP transmission expenses for petiod Januaty I, 2015 

through May 31, 2015. Rcpmt and Order at 54. This rate allowance does not include 

transmission costs charged to KCP&L by reason of Independence Power & Light ("IP&L") 
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becoming a member ofSPP. Id. This fixed rate allowance will remain in rates until changed in 

a subsequent general rate proceeding, but because the Commission approved KCP&L's usc of a 

fuel adjustment clause ("F AC"), a pmiion of prospective changes in SPP transmission expense 

will be flowed through the F AC and recovered from or credited to customers. Report and Order 

at 33-35. Specifically, the Commission adopted the 95/5 convention pursuant to which 95% of 

prospective changes in FAC-related costs flow through the FAC. Report and Order at 31. 

Additionally, the Commission decided that only SPP transmission expenses related to "true" 

purchased power could flow tln·ough the FAC. Repmi and Order at 33-35. As a result, more 

than 93%4 of prospective changes in SPP transmission expenses paid by KCP&L will not flow 

through the FA C. Thus, after new rates from this case take effect, if actual SPP transmission 

expenses exceed the rate allowance, then the Company will absorb 93.065% of those increased 

expenses tln·ough a reduction in its earned ROE, unless offsetting cost savings or revenue 

growth come into being. Conversely, if actual SPP transmission expenses fall shmi of the rate 

allowance when new rates are in effect, then the Company will retain 93.065% of the resulting 

savings through an increase in its earned ROE, unless other costs increase or revenues fall 

which would erode the impact of the SPP transmission expense savings. 

13. Competent and substantial record evidence establishes that KCP&L's SPP 

transmission expenses have been increasing in recent years and that they are expected to 

continue increasing significantly after new rates fi·om this case take effect. Ex. I 07, Carlson 

Rebuttal at 6-8. The driver of approximately $2.4 million in increased annual SPP transmission 

expense (for KCP&L's Missouri jurisdictional operations) is FERC's acceptance of SPP tariff 

4 The actual figure is 93.065% which represents the sum of 92.7% (the portion of SPP transmission expenses 
excluded from the F AC by the Commission on the grounds that this transmission is not related to "true" purchased 
power) and 0.365% (5% of the 7.3% of SPP transmission expenses the Commission has authorized to flow through 
the F AC as related to "tme purchased power"); 
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revisions, effective June 1, 2015, reflecting IP&L's membership in SPP as a transmission 

owner. Ex. 165, Klote True-up Direct at 3-4; and Ex. 164, Ives True-up Rebuttal at 5. 

14. Competent and substantial record evidence also establishes that KCP&L is not 

expected to experience any meaningful load or revenue growth after new rates take effect, and 

that cost increases in other areas in addition to SPP transmission expenses are expected. See Ex. 

113, Hardesty Sunebuttal at 5-6; Ex. 132, Phelps-Roper at 2-3; Ex. 130, Overcast Surrebuttal at 

5-6; and Ex. 121, Ives Sunebuttal at 23-24, and 35, fu. 1. Consequently, there is no reasonable 

likelihood that KCP&L's increased SPP transmission expenses (dliven by general increases in 

SPP transmission expenses as well as IP&L's membership in SPP as a transmission owner 

effective June 1, 20 15) will be offset to any meaningful extent by increased revenues or cost 

savings in other areas. Because the fixed rate allowance is based exclusively on histmical SPP 

transmission expense levels, increased SPP transmission expenses experienced when rates are in 

effect will reduce KCP&L's eamed ROE below the level authorized in the Repmi and Order. 

15. Tltl'ee alternatives to vi1iually exclusive reliance on historical infmmation to 

establish the SPP transmission expense rate allowance were presented to the Conm1ission, any 

of which would have mitigated the ROE-reducing impact ofthis aspect of the Repmi and Order. 

KCP&L's preferred alternative is to include 100% of transmission expenses in the FAC, 

enabling changes in SPP transmission expense levels to be credited to or recovered fi'mn 

customers through the operation of the FAC. Ex. 134, Rush Direct at 11, 17-22 & 26. As 

another alternative (assuming a rate allowance based on historical costs), KCP&L proposed in 

its rebuttal testimony (Ex. 135, Rush Rebuttal at 11) that actual SPP transmission expenses not 

flowed through the F AC would be tracked relative to the historically-based allowed in rates, 

with any differences deferred as regulatmy assets or liabilities, as pennitted by PERC's USOA. 
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See Ex. 160, 18 C.F.R. Pmt 201 (Accounts 182.3 & 253; Definition No. 31); 4 CSR 240-20.030 

(adoption ofUSOA). Ratemaking treatment for such expenses would occur in the Company's 

next general rate proceeding. As a third altemative, KCP&L proposed that the historically­

based rate allowance be increased by $5 million to reflect the impact of forecasted SPP 

transmission expenses during the period when rates are in effect (which includes the impact of 

IP&L's membership in SPP as a transmission owner effective June 1, 2015). Ex. 136, Rush 

Stmebuttal at 9. If the actual SPP transmission expenses fall shmt of the rate allowance, 

KCP&L proposed that customers be credited with the difference, including interest calculated 

using the Company's shmt-term rate, in the Company's next general rate proceeding. Id. If the 

actual SPP transmission expenses exceed the rate allowance, KCP&L proposed that 

shareholders would absorb those excess costs. Id. 

16. In rejecting all of these altematives and instead basing the rate allowance almost 

exclusively on historical costs, the Cormnission has ignored evidence regarding SPP 

transmission expense increases that will occur when rates will be in effect. These expense 

increases have a mate1ial bearing upon KCP&L's ability to achieve the ROE authorized by the 

Commission in its Repmt and Order and, consequently, arc factors highly relevant to the 

detennination of just and reasonable rates. In this regard, the Repmt and Order violates the 

Missouri Supreme Court's holding in Missouri Water, 308 S.W.2d at 719. See Fraas, 627 

S.W.2d at 886. 

17. Additionally, in determining (on p. 54 of the Repmt and Order) that KCP&L's 

alternative request to base the rate allowance for SPP transmission expense on forecasted 

expenses violated 4 CSR 240-2.130(7)(A), prevented other pa1tics fi·om having a sufficient 

oppmtunity to conduct discove1y, and was not adequately explained by KCP&L in tenns of 
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either how the forecasted expense estimate was anived at or how the Commission has legal 

authority to grant such relief, the Rcpmt and Order is unreasonable and unlawful because it 

ignores the Commission's own mles which specifically allow surrebuttal testimony that is 

responsive to rebuttal testimony, and ignores the fact that KCP&L provided detailed SPP 

transmission expense forecasts throughout the case, beginning with direct testimony and 

continuing through rebuttal and surrebuttal testimony. Ex. 134, Rush Direct at 11 & Sched. 

TMR-5; Ex. 107, Carlson Rebuttal at 8; Ex. 108, Carlson Surrebuttal at 7; Ex. 165, Klote Tme-

up Direct at 3-4; and Ex. 164, Ives Tme-up Rebuttal at 5. 

(2) The Inadequate Rate Allowance for SPP Transmission Expenses Results 
in Unrecoverable or "Trapped" PERC-approved Rates Paid by KCP&L 
in Violation of the Filed Rate Doctrine and Federal Preemption 
Principles. 

18. The Commission denied the vast majority of KCP&L's request to recover through 

the PAC the costs that it incurs with SPP. KCP&L is charged by SPP for services related to the 

transmission of electricity and the administration of SPP's energy markets and its transmission 

expansion planning duties. SPP invoices these charges pursuant to its PERC-approved Open 

Access Transmission Tariff ("OATT") and rate schedules. The failure of the Commission to 

allow such recovery through the PAC violates the Filed Rate Doctrine and is contrmy to 

principles of federal preemption. Nantahala Power & Light Co. Thornburg, 476 U.S. 953, 964-

72 (1986) ("Nantahala"); Associated Natural Gas Co. v. PSC, 954 S.W.2d 520, 530 (Mo. App. 

W.D. 1977) ("Associated Natural Gas"). 

19. In Section III(B)4 the Commission found that KCP&L sells all of the power that it 

generates into SPP's federally-regulated energy markets and, in turn, purchases all of the power 

that it sells to retail customers from those markets. See Report and Order, ~ 61. KCP&L 

receives these revenues and pays these charges pursuant to invoices received from SPP under its 
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rate and fee schedules, which are elements of its PERC-approved OATT. See Ex. 134, Rush 

Direct at 17-22. All of these transactions are accounted for pursuant to PERC's USOA, which 

has been adopted by the Commission. Id. See 4 CSR 240-20.030(1). The Commission 

specifically referred to FERC Account 565, under which SPP bills KCP&L for "standard point­

to-point transmission charges and base plan funding." See Report and Order,~ 62. 

20. The services affected by the Commission's decision in Section III(B)(4) are 

charged under SPP Schedule l and Schedule ll. See Ex. 106, Bresette Surrebuttal at 6; Ex. l 06, 

Carlson Rebuttal at 9. 

21. Under Schedule 1, SPP charges KCP&L for Scheduling, System Control and 

Dispatch Service which are "required to schedule the movement of power through, out of, within 

or into the SPP Balancing Authority Area." See Ex. 155, SPP OATT Schedule l, Scheduling, 

System Control and Dispatch Service, FERC Docket No. ER12-ll79, Effective 3/l/2014. Staff 

did not oppose KCP&L's recovering Schedule I costs in the FAC "because these charges are 

needed for KCP&L to buy and sell energy to meet the needs of its customers." Sec Tr. 1681 

(Eaves: "I think that's fair to say"). 

22. Under Schedule 11, SPP assesses Base Plan Zonal Charges and Region-wide 

Charges to SPP members like KCP&L. See Ex. 157, SPP OA TT Schedule II, Base Plan Zonal 

Charge and Region-Wide Charge, FERC Docket No. ERI4-1653-00I, Effective 3/1/2014; Ex. 

200, Staff Revenue Requirement Cost of Service Report at 195 & n.9l. Because "KCP&L's 

ability to serve its customers depends on the regional transmission system," KCP&L pays SPP 

"for the right to use that transmission tlu·ough upkeep of and upgrades to that same transmission 

system (through Schedule 11 charges)." See Ex. 107, Carlson Rebuttal at 9 (cited by the 

ll 



Commission in the Report and Order at 32, n. 115). SPP's annual Base Plan charges to KCP&L 

are expected to reach close to $60 million by 2018. See Ex. 134, Rush Direct, Sched. TMR-5. 

23. There is no lawful basis for the Commission to authorize F AC recovety of only 

7.3% of such costs on a themy of "tme purchased power" or a narrow definition of off system 

sales -- or any percentage other than 100% -- because these charges are being invoiced to 

KCP&L pursuant to SPP's federally-approved tariff. See Report and Order at 32-35. 

24. Similarly, in Section III(B)5 the Commission erroneously denied KCP&L 

recovety through the FAC of administrative fees charged by both SPP and FERC, which are 

invoiced to KCP&L pursuant to SPP's Schedules 1-A and 12. Sec Report and Order at 35-36. 

SPP's Schedule 1-A fee reflects the regional scheduling, planning and market-monitoring 

services it provides to facilitate the transpm1ation of energy on the transmission system, which it 

does under a FERC tariff. Sec Ex. 156, SPP OATT Schedule 1-A, Tariff Administration 

Service, FERC Docket No. ER14-278-000, Effective 11112014; Report and Order at 35-36 & 

n.127, citing Ex. 107, Carlson Rebuttal at 10. SPP Schedule 12 fees are an assessment charged 

by FERC itself related to KCP&L's membership in SPP. See Ex. 158, SPP OATT Schedule 12, 

FERC Assessment Charge, FERC Docket No. ERI0-1960, Effective 7/26/2010; Report and 

Order at 36, n.l28, citing Ex. 106, Bresette Surrebuttal at 6. KCP&L's transmission system has 

been a part of SPP's regional operations pursuant to this Commission's approval. Sec In re 

Kansas City Power & Light Co., Amended Order Approving Stipulation and Agreement, No. 

E0-2006-0142 (July 13, 2006). 

25. The Commission properly found that the Company should be allowed to utilize a 

FAC because it "would help KCPL to timely recover its increased cost for fuel, purchased power 

and transmission and to avoid the negative consequences of rcgulatmy lag .... " See Repm1 and 
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Order at 28. The Commission further concluded that KCP&L "has met the criteria for the 

Commission to authorize an FAC" and "should be allowed to establish a fuel adjustment clause." 

Id. at 30. Given these findings, particularly concerning SPP transmission expenses where rapid 

increases experienced in recent years are expected to continue for the foreseeable future, and the 

appropriateness of granting KCP&L an FAC under Section 386.266, the Commission cannot 

lawfully prevent KCP&L from flowing through the FAC the dollars it pays to SPP under its 

federal tariffs. By mandating that 93% of KCP&L's SPP transmission expense increases can be 

eligible for recovery only by means of the general rate case process which sets rates for 

prospective effect, the Report and Order will cause KCP&L to experience eamings sh011falls 

resulting from the mismatch between the historically based rate allowance and increasing SPP 

transmission expense when the new rates are in effect. This amounts to disallowance by process 

because preventing KCP&L from flowing 100% of SPP transmission expense through the FAC 

(or authorizing a tracker for SPP transmission expense not flowed tluough the FAC, or basing 

the rate allowance on forecasted SPP transmission expense) results in "trapped" costs and 

prevents KCP&L "from recovering the full costs of acquiring power under the PERC-approved 

scheme." Nantahala, 476 U.S. at 971. As a result, the Commission's decision violates the Filed 

Rate Doctrine, pursuant to which interstate power rates fixed by FERC must be given binding 

effect by state utility commissions determining intrastate rates, and the Commission's allocation 

of only 7.3% of Schedule II costs to the FAC, and the exclusion from the FAC of all Schedule I, 

1-A and 12 costs are preempted by federal law. Nantahala, 476 U.S. at 965, 967; Associated 

Natural Gas, 954 S.W.2d at 530. 
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C. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that the Rate Allowance for Property Taxes is 
Based on Historical Amounts that Will be Inadequate Because Property 
Taxes Will Increase During the Period When Rates Will be in Effect. 

26. In its Repmt and Order, the Commission established KCP&L's revenue 

requirement using a rate allowance of $91.6 million (on a total company basis) for propetty 

taxes expenses based on property in-setvice on January I, 2015 and multiplying that property 

amount by the propctty tax ratio Staff derived from historical property tax payments by 

KCP&L. Repmt and Order at 56 (citing Ex. 259, Revised Tme-Up Accounting Schedules, 

Income Statement Detail, p. 7); and Ex. 200, Staff Revenue Requirement Cost of Service Report 

at 128. This fixed rate allowance will remain in rates until changed in a subsequent general rate 

proceeding. After new rates from this case take effect, if actual property taxes exceed the rate 

allowance, then the Company will absorb those increased expenses through a reduction in its 

earned ROE, unless offsetting cost savings or revenue growth come into being. Conversely, if 

actual propetty taxes fall shmt of the rate allowance when new rates are in effect, then the 

Company will retain the resulting savings through an increase in its earned ROE, unless other 

costs increase or revenues fall which would erode the impact of the property tax savings. 

27. Competent and substantial record evidence establishes that KCP&L's propetty 

taxes have been increasing in recent years and that they are expected to continue increasing 

significantly after new rates limn this case take effect. Ex. 120, lves Rebuttal at I 0; and Ex. 

113, Hardesty Rebuttal at 5-6. 

28. Competent and substantial record evidence also establishes that KCP&L is not 

expected to experience any meaningful load or revenue growth after new rates take effect, and 

that cost increases in other areas in addition to property taxes arc expected. Sec Ex. I 07, 
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Carlson Rebuttal at 6-8; Ex. 132 Phelps-Roper Rebuttal at 2-3; Ex. 132, Overcast Sunebuttal at 

5-6; and Ex. 121, lves Sunebuttal at 23-24, and 35, fn. 1. Consequently, there is no reasonable 

likelihood that KCP&L's increased property taxes will be offset to any meaningful extent by 

increased revenues or cost savings in other areas. Because the fixed rate allowance is based 

exclusively on historical propetty tax levels, increased propetty taxes experienced when rates 

are in effect will reduce KCP&L's earned ROE below the level authorized in the Repmt and 

Order. 

29. Two alternatives to exclusive reliance on historical infonnation to establish the 

propetty tax rate allowance were presented to the Commission, either of which would have 

mitigated the ROE-reducing impact of this aspect of the Report and Order. As one altemative 

(assuming a rate allowance based on histmical costs), KCP&L proposed in its direct testimony 

(Ex. 134, Rush Direct at 27-29) that actual propetty taxes would be tracked relative to the 

histmically-based amount allowed in rates, with any differences defened as regulatmy assets or 

liabilities, as petmittcd by FERC's USOA. Sec Ex. 160, 18 C.F.R. Patt 201 (Accounts 182.3 & 

253; Definition No. 31); 4 CSR 240-20.030 (adoption of USOA). Ratemaking treatment for 

such expenses would occur in the Company's next general rate proceeding. As a second 

altemative, KCP&L proposed that the historically-based rate allowance be increased by $5.6 

million to reflect the impact of forecasted propetty taxes during the period when rates are in 

effect. Ex. 136, Rush Surrebuttal at 16-17. If actual propetty taxes fall shmt of the rate 

allowance, KCP&L proposed that customers be credited with the difference, including interest 

calculated using the Company's shmt-tetm rate, in the Company's next general rate proceeding. 

Id. If actual property taxes exceed the rate allowance, KCP&L proposed that shareholders 

would absorb those excess costs. ld. 
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30. In rejecting both of these alternatives, the Commission has ignored evidence 

regarding propetty tax increases that will occur when rates will be in effect, which expense 

increases will have a material bearing upon KCP&L's ability to achieve the ROE authorized by 

the Commission in its Repmt and Order and, consequently, are factors highly relevant to the 

detetmination of just and reasonable rates. In this regard, the Repot1 and Order violates the 

Missouri Supreme Court's holding in Missouri Water, 308 S.W.2d at 719. See Fraas, 627 

S.W.2d at 886. 

31. Additionally, in determining (on p. 56 of the Repm1 and Order) that KCP&L's 

alternative request to base the rate allowance for property tax expense on forecasted expenses 

violated 4 CSR 240-2.130(7)(A), prevented other patties from having a sufficient oppottunity to 

conduct discovety, and was not adequately explained by KCP&L in tenus of either how the 

forecasted expense estimate was anived at or how the Commission has legal authority to grant 

such relief, the Repmt and Order is unreasonable and unlawful because it ignores the 

Commission's own mles which specifically allow sunebuttal testimony that is responsive to 

rebuttal testimony, and ignores the fact that KCP&L provided detailed propetty tax expense 

forecasts throughout the case, beginning with direct testimony and continuing through rebuttal 

and surrebuttal testimony. Ex. 124, K.lote Direct a 74-76; Ex. 112, Hardesty Rebuttal at 23-24; 

and Ex. 113, Hardesty SutTebuttal at 5-6. 

D. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that the Commission's Rejection of Trackers in 
this Case for SPP Transmission Expenses, CIP/Cyber-secnrity Expenses and 
Property Taxes is Based Upon an Erroneous Interpretation of the USOA-

32. The Report and Order is unlawfhl and unreasonable because it misinterpreted the 

USOA by finding that KCP&L's requests for an accounting deferral mechanism known as a 
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tracker are subject to a requirement that they be "extraordinary." See Report and Order at 50-54, 

56, 58. The Commission correctly noted that the tracker deferral requests would create 

Regulatmy Assets under FERC Account 182.3 and Regulatmy Liabilities under FERC Account 

254. !d. at 52. See 18 C.F.R. Part 101, USOA, Account 182.3 (Other regulatory assets) & 

Account 254 (Other regulatmy liabilities). However, the Commission enoneously found that it 

can allow the establishment of such regulatmy assets and liabilities only if they are 

"extraordinaty items," a standard that is contained in an unrelated requirement of the USOA 

found in General Instruction No.7. See Report and Order at 52. 

33. The Commission properly found that KCP&L's tracker requests pertained to 

particular cost of service items that would be tracked and compared to the amount of those items 

in base rates. "Any over-recovery or under-recovety of the item in rates compared to the actual 

expenditures ... is then booked to a regulatory asset or liability account and would be eligible to 

be included in the utility's rates in its next general rate proceeding through an amortization to 

expense." See Repmt & Order, 'IJII5. The accounts into which such rcgulatmy assets or 

liabilities would be placed are defined in the USOA, as shown in Exhibit 160. There is nothing 

in the definitions of regulatmy assets or regulatory liabilities found in Account 182.3 or Account 

254 that requires or even suggests that only "extraordinaty items" arc eligible for such treatment. 

34. To the contraty, Definition No. 31 sets forth the USOA's standards regarding 

such accounts. It states: "Regulatmy Assets and Liabilities are assets and liabilities that result 

from rate actions of rcgulatmy agencies." See Ex. 160 at 3; FERC Code of Federal Regulation 

USOA pp. 653, 663, 609USOA, Definition No. 31. 

Definition No. 31 goes on to provide: 

Regulatmy assets and liabilities arise from specific revenues, expenses, 
gains or losses that would have been included in net income 
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determinations in one period under the general requirements of the 
Uniform System of Accounts, but for it being probable: 

1) that such items will be included in a different period(s) for 
purposes of developing the rates the utility is authorized to 
charge for its utility services; or 

2) in the case of regulatmy liabilities, that refunds to 
customers, not provided for in other accounts, will be 
required. [!d.] 

Because the USOA definition that govcms regulatory assets and liabilities contains no 

requirement that an item placed in these accounts be extraordinary, abnormal, unusual, rare or 

infrequent, the Commission has improperly and unlawfully redefined how the federal regulations 

adopted by the Commission in its regulations treat such regulatory assets and liabilities. Sec 

Report and Order at 52-54. 

35. The error in the Commission's re-definition ofregulatmy assets and liabilities can 

be seen by looking at how "extraordinary items" are defined in the USOA's General Instruction 

No. 7. Even a cursmy reading of this instruction leads to the obvious conclusion that it contains 

no requirement or even a reference to establishing regulatmy assets or liabilities. Neither the 

first sentence, which the Commission failed to quote, nor the second and third sentences which it 

did quote on page 52 of the Repmt and Order, relate to regulatory assets or liabilities, or to 

deferrals related to future costs that are incurred and considered in a subsequent rate case. 

36. The final sentence of General Instruction No. 7 regarding "extraordinaty items" 

states: "Commission approval must be obtained to treat an item of less than 5 percent [of 

income], as extraordinaty (See accounts 434 and 435.)." Accounts 434 (extraordinaty income) 

and 435 (cxtraordinaty deductions) are the accounts to which gains or losses of extraordinaty 

income or deductions are to be registered. There is nothing in these accounts and nothing in the 

General Instruction No. 7 relevant to the regulatmy assets or liabilities that would be created by 
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KCP&L's tracker requests. Given that the Commission has directed all electric utilities to 

comply with the USOA pursuant to Section 393.140(4) and 4 CSR 240-20.030(1), the 

Commission itself must do the same. 

37. None of the appellate cases on which the Commission relied discuss regulatmy 

assets and liabilities or Definition No. 31 under the USOA. Instead, the cited cases relate to 

accounting authority orders established for extraordina1y items that occuned in the past. See 

Report and Order at 53, n. 179. By contrast, KCP&L sought to establish trackers to defer fiilure 

costs, with recove1y to be determined in a subsequent general rate case. Because the 

Commission denied KCP&L's requests for trackers related to transmission fees, prope11y taxes, 

and CIP/cyber-security expenses pursuant to an erroneous interpretation of the USOA relating to 

regulatory assets and liabilities, rehearing must be granted. 

38. The Commission additionally ened by finding that KCP&L's request for deferral 

accounting in the form of trackers "violates the 'matching principle' required by Generally 

Accepted Accounting Principles (GAAP) and the Uniform System of Accounts approved by the 

Commission." See Report & Order at 50-5!. To the contrmy, USOA Definition No. 31 

specifically states that "rate actions of regulatmy agencies" can result in the creation of 

regulatmy assets and liabilities under Accounts 182.3 and 254. They "arise from specific 

revenues, expenses, gains or losses that would have been included in net income determinations 

in one period under the general requirements of the" USOA "but for it being probable" that they 

will be included by the regulatmy agency in different periods when it sets "rates the utility is 

authorized to charge" or "refunds to customers." Sec Ex. 160, FERC Code of Federal 

Regulation Uniform System of Accounts pp. 653, 663, 609. 

39. There is nothing in the USOA which labels dcfenal accounting as a "violation" of 
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any principle of accounting. Rather, Account !82.3 is listed in the USOA's Balance Sheet Chart 

of Accounts under "Deferred Debts" and Account 254 is listed under "Defen·ed Credits." See 

USOA, Balance Sheet Chmt of Accounts at 4!4 (20!3). As there is no legal or factual basis for 

the Commission's finding that its approval of the trackers would violate the matching principle, 

rehearing must be granted. 

E. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that the Commission Disallowed Recovery of 
25% of KCP&L's Prudently Incurred Rate Case Expenses and Imposed a 
Rule on the Company in Violation of Chapter 536. 

40. Although the Commission has wide discretion in determining just and reasonable 

rates, its discretion is not without bounds. "The reasonableness of the PSC's order depends on 

whether it was suppmted by competent and substantial evidence upon the whole record; whether 

it was arbitrmy, capricious, or unreasonable; or whether the PSC abused its discretion." State ex 

rel. Inter-City Beverage Co. v. PSC, 972 S.W.2d 397, 40! (Mo. App. W.D. !998). 

4!. "Whether an action is arbitrmy focuses on whether an agency had a rational basis 

for its decision. Capriciousness concerns whether the agency's action was whimsical, impulsive, 

or unpredictable. To meet basic standards of due process and to avoid being arbitrmy, 

unreasonable, or capricious, an agency's decision must be made using some kind of objective 

data rather than mere surmise, guesswork, or 'gut feeling.' An agency must not act in a totally 

subjective manner without any guidelines or criteria." Missouri Nat'! Educ. Ass'n v. Missouri 

State Bd. ofEduc., 34 S.W.3d 266, 28! (Mo. App. 2000) (citations omitted). 

42. The arbitrariness and capriciousness of the Commission's decision is rooted in its 

implementation of a formula that denied recovCiy of 25% of the Company's rate case expenses. 

The ruling is particularly flawed because these expenses were not disallowed on the basis of 
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impmdence, unreasonableness or that they were not necessaty for the proviSion of electric 

service, but on a novel methodology never before employed in over 100 years of utility 

ratemaking in Missouri which made no judgment as to any specific items of expense incurred by 

the Company. 

43. In State ex rei. Laclede Gas Co. v. PSC, 600 S.W.2d 222, 228-29 (Mo. App. W.O. 

1989) ("Laclede"), the Commission disallowed charitable contributions and certain goodwill 

advertising costs by the utility, excluding these "goodwill" costs from rates because they were 

not deemed necessa1y for the provision of electric service. The Court of Appeals found that 

there was competent and substantial evidence supporting the Commission's decision denying 

recovCly of these costs. "The P .S.C. gave specific attention to the nature and extent of the 

advertising in question. The evidence is competent and substantial to support the finding of the 

P.S.C ..... " !d. at 228. In Laclede the Commission did the work of examining and analyzing a 

certain type of costs and making specific disallowances based on that analysis. 

44. In comparing Laclede to the handling of the rate case expense issues in this case, 

the difference is stark. Here the Commission instituted a cost-recovCly formula which denies 

KCP&L recove1y of rate cases expenses by the ratio of the revenue requested by the Company at 

the outset of the case to the final revenue requirement authorized by the Commission. Since the 

Company requested approximately 25% more revenue than it was ultimately authorized by the 

Commission, it was denied 25% of its rate case expense or approximately $250,000. This 

formula comes with a specific monetmy impact \vhich -- unlike Laclede -- is not supported by 

competent and substantial evidence of any kind. The Commission makes no attempt to link the 

monetmy impact of the new formula with any specific item of rate case expense. 

45. "[A] utility's costs 'arc presumed to be pmdently incurred"' absent a showing of 
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serious doubt as to the pmdence of the expenditure. Office of Public Counsel v. Missouri Public 

Service Comm'n, 409 S.W.3d 371, 376 (Mo. en bane 2013) (internal citations omitted). The 

Commission conceded the lack of any serious doubt as to the reasonableness of KCP&L's rate 

case expenses, specifically determining that it "will not disallow these or any other rate case 

expense in this case." Report and Order at 69. Nevertheless, the Commission found "that in 

order to set just and reasonable rates under the facts in this case, the Commission will require 

KCPL shareholders to cover a portion of KCPL's rate case expense." !d. at 72 (emphasis 

added.). The usc of the gentle phrase "to cover" does not alter the legal and financial reality of a 

$250,000 disallowance for prudently incurred expenses. 

46. Recognizing the need for some factual justification for the formula, the 

Commission provides: "The evidence shows that the expenses in this case are driven primarily 

by issues raised by KCPL, which has complete control over the content and methodologies 

proposed when it files its rate cases." !d. at 71-72. It is odd for the Commission to cite the only 

means permitted a regulated public utility by law to recover its costs as "evidence" that the utility 

caused the rate case expense. 

47. The formula implemented by the Commission is reminiscent of State ex rei. 

Missouri Water Co. v. PSC, 308 S.W.2d 704, 718-19 (Mo. 1957), in which the Commission 

abandoned the difficult task of basing its decision on "its own facts" and chose instead a generic 

methodology which it deemed more expedient and economical, sidestepping the difficulty of 

valuation of the utility's property with accuracy. The Missouri Supreme Court instmcted the 

Commission: "But however difficult may be the ascettainment of relevant and material factors in 

the establishment of just and reasonable rates, neither impulse nor expediency can be substituted 

for the requirement that such rates be 'authorized by law' and 'supported by competent and 
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substantial evidence on the record."' I d. at 720. The Commission simply does not have the 

authority to impose a policy regarding rate case expense recovery that is an abrupt change from 

the Commission's consistent historical practice without sufficient explanation that causes 

financial harm to KCP&L without any finding that KCP&L has incurred excessive, unreasonable 

or imprudent costs. 

48. Not only is the formula one of expedience, but it is a proverbial "pig in a poke" 

for KCP&L because the Company has no idea what costs will be disallowed until the 

Commission renders its decision. The Commission jettisoned its duty to determine the 

appropriateness of certain operating costs and instead implemented an equation under the 

implicit theory that the Company should be able to predict the outcome of a rate case in order to 

recover all of its prudently incurred operating costs. It is one thing to determine that certain costs 

are not appropriate to be recovered as operating costs, but it is entirely different to ask a utility to 

divine the outcome of an adversarial proceeding in order to recover all of its prudently incurred 

costs. 

49. The implementation of the rate case expense fommla in this rate case has all the 

indicia of a mle, despite the Commission's assurance to the contra1y.5 "Any agency 

mmouncement of policy or interpretation of law that has future effect and acts on tmnamcd and 

unspecified facts is a 'mle."' NME Hospitals, Inc. v. Dept. of Social Services, 850 S.W.2d 71, 

74 (Mo. en bane. 1993) ("NME"). 

50. The Commission's implementation of this rate-case expense methodology is 

explicitly designed for its "future effects" and act "on unnamed and unspecified facts". Here is 

5 The Commission says it is "not announcing a general change in policy regarding rate case 
expense for all utilities in this Report and Order. Rather, the Commission is setting just and 
reasonable rates under the particular facts of this case, so the Commission is not engaging in 
improper rulemaking." Report and Order at 71. 
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an illustrative sample of some of the "facts" relied upon by the Commission which clearly 

demonstrates the intended function of this equation as a rule: 

• Rate case expense can benefit both utility shareholders and customers, though 

often in different ways. A utility and its shareholders directly benefit from this 

expense because generally these costs are incurred in order to increase a utility's 

revenues and, ultimately, its profitability. Costumers benefit generally from being 

served by financially healthy utilities, which is bolstered in part by the ability of a 

utility to periodically seek increased rates to recover increasing expenses and eam 

a return on investments in their systems. Sec Report and Order at 64. 

• Prudency reviews, by their nature, arc not a strong incentive to control costs. The 

utility holds all the inf01mation a challenging party needs to prove imprudence, 

even when engaged in a conscientious pmdence review. Id. at 67. 

• Awarding a utility all of its incuncd rate case expenses could provide that utility 

with a significant financial advantage over other participants in the rate case 

process, who may be constrained by budgctaty and other financial restrictions. 

Such a practice does not encourage reasonable levels of cost containment in the 

utility's rate case expense. !d. 

• An incentive for a utility to limit its rate case expense is to tic a utility's percent 

recove1y of rate case expense to the percentage of its rate increase request that the 

Commission finds just and reasonable. Use of this approach would directly tie a 

utility's recovery of rate case expense to both the reasonableness of its issue 

positions and the dollar value sought from customers in a rate case. ld. 

The Commission's findings regarding future economic incentives, the supposed inadequacy of 
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pmdence reviews, the alleged financial advantage of the utilities over other parties in rate cases, 

and the direct benefit to shareholders set forth the basis for a rate case expense methodology that 

the Commission clearly intends to apply in the future and to other parties and other facts. 

51. In Dept. of Social Services v. Little Hills Healthcare. L.L.C., 236 S.W.3d 637 

(Mo. en bane 2007), the Supreme Court dealt with a similar circumstance when the Depat1ment 

of Social Services argued that its "estimated Medicaid days" methodology was not a rule because 

it did not apply to all hospitals and did not have a future effect. The Supreme Court found this 

rationale wanting, writing: "Application of the proposed standard to all hospitals in Missouri is 

not required to raise the standard to one of 'general applicability."' !d. at 642, citing NME, 850 

S.W.2d at 74. Likewise the Court declared that the agency's "choice to annually update or 

change its calculation methods does not change the fact that its methods could apply indefinitely 

in the future." !d. at 643 (emphasis added). Similarly, the assurance by the Commission in this 

proceeding that its decision is based on the facts of the case are belied by the Commission's own 

analysis. 

52. Even more telling, the broad policy positions discussed at length by the 

Commission in its "Finding of Facts" to support its rate case expense formula are identical to the 

policy positions identified in concurring opinions filed in the recent Ameren Missouri and 

Empire District rate cases. See Concurring Opinion of Commissioner Daniel I. Hall in the Order 

Approving Amended Stipulation and Agreement Regarding Certain Issues, In re Union Electric 

Company, d/b/a Ameren Missouri, No. ER-2014-0258 (June 11, 2015) (attached as Exhibit A); 

and Concurring Opinion of Commissioner Daniel Y. Hall, In rc Empire Dist. Electric Co., No. 

ER-2014-0351 (July 17, 2015) (attached as Exhibit B). As a result, the Commission has violated 

Section 536.021 by failing to promulgate a mle according to law. "A rule adopted in violation of 
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Section 536.021 is void." See NME, 850 S.W.2d at 74. 

F. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious and 
Otherwise Unreasonable in that the ROE is Insufficient Because it is the 
Lowest ROE Authorized Recently by Any Utility Regulatory Body for 
Electric Utilities Comparable in Risk to KCP&L. 

53. The Commission established KCP&L's revenue requirement and rates based on a 

ROE of 9.5%. See Report and Order at 22. The ROE authorized for KCP&L in the Report and 

Order is: 

a. Lower than the 9.53% ROE recently authorized by this Commission for Ameren 

M . ·6 tssoun ; 

b. Lower than any authorized ROE in effect for the electric utilities included in the 

proxy groups used by the various ROE experts, except for one company which is 

not comparable to KCP&L7
; and 

c. Lower than 21 ROEs authorized by other utility regulatmy authorities in the 

country to set rates for vertically- integrated electric utilities like KCP&L for the 

period of May 1, 2014 tlnough April 30, 2015.8 In this regard, the 9.50% ROE 

authorized for the Company is equal to the other two lowest ROEs - set for 

PacifiCorp by the Washington and Wyoming Commissions.9 

54. Although this 9.5% ROE is lower than virtually all ROEs recently authorized for 

vertically-integrated electric utilities across the coun!Iy in the past 18 months, the Report and 

Order could be sustained on this point if the competent and substantial evidence established that 

KCP&L is less risky than those other utilities. The United States Supreme Court has stated: "A 

6 Report and Order at 68, In reUnion Elec. Co., No. ER-2014-0258 (Apr. 12, 2015). 
7 See Ex. 117, Heve11 Surrebuttal at Sched. RBH-32. The lowest ROE of9.17% was awarded in December 2014 to 
Connecticut Light & Power Co., a distribution utility in a de~regulated state that owns no generation. See Ex. 134, 
Rush Direct at Sched. TMR-1 at 13. 
8 See Ex. 116, Hevcrt Rebuttal at Sched. RHB-20. 
9 Jd. 

26 



public utility is entitled to such rates as will permit it to cam a retum on the value of the propet1y 

which it employs for the convenience of the public equal to that generally being made at the 

same time and in the same general part of the countty on investments in other business 

undertakings which arc attended by corresponding risks and uncertainties." Bluefield 

Waterworks & Improvement Co. v. Public Serv. Comm'n of West Virginia, 262 U.S. 675, 679 

(1923) ("Bluefield"). But KCP&L is not less risky than those other electric utilities. 

55. A fair reading of the evidence leads to the inescapable conclusion that KCP&L is 

more risky than those other electric utilities. All of the cost of capital experts presented a Capital 

Asset Pricing Model ("CAPM") analysis which contained Beta coefficients that were used to 

assess the risk and volatility of companies in the proxy groups. See Ex. 116, Hevet1 Rebuttal at 

Sched. RBH-15; Ex. 200, Staff Revenue Requirement Cost of Service Report at App. 2, Sched. 

17; Ex. 550, Gorman Direct at 33-35 & Sched. MPG-15; Ex. 700, Reno Direct at 28-29 & Sched. 

MLR -8c. The Value Line assessment of the 19 companies in the Combined Proxy Group show 

KCP&L and its holding company Great Plains Energy Incorporated ("OPE") with a Beta of 0.85. 

See Ex. 116, Hevet1 Rebuttal at Sched. RBH-15; Reno Direct at 28-29 & Sched. MLR-8c. 10 

Two other companies had Value Line Betas of 0.85, with only two companies at a riskier 0.90. 

56. Staff similarly stated that in its CAPM analysis of 14 companies, OPE was at 0.87 

and OGE Energy Corp. at a Beta of 0.94. All other companies had Betas of 0.75 or below 

(including Ameren at 0.75), indicating lower risk than KCP&L. See Ex. 200, Staff Revenue 

Requirement Cost of Service Report at App. 2, Sched. 17. KCP&L's higher Beta coefficient 

shows that it is riskier and less insulated from market volatility and other economic trends, and 

10 Notably, the Beta included KCP&L's sister company, KCP&L Greater Missouri Operations Company ("GMO"), 
which operates with a fuel adjustment clause. 
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should be awarded a higher ROE than the 9.53% that Ameren was authorized to eam. 

57. In addition to the requirement that the authorized ROE be equal to that of 

investments in other enterprises of corresponding risks and uncertainties, "[t]he retum should be 

reasonably sufficient to assure confidence in the financial soundness of the utility and should be 

adequate, under efficient and economical management, to maintain and suppott its credit and 

enable it to raise the money necessary for the proper discharge of its public duties." Bluefield, 

262 U.S. at 693. As explained by the Supreme Court in Federal Power Comm'n v. Hope Natural 

Gas Co., 320 U.S. 591, 603 ( 1944): 

... [T]he investor interest has a legitimate concem with the financial integrity of 
the company whose rates are being regulated. From the investor or company 
point of view it is important that there be enough revenue not only for operating 
expenses but also for the capital costs of the business. These include service on 
the debt and dividends on the stock. . . . By that standard the retum to the equity 
owner should be commensurate with returns on investments in other enterprises 
having corresponding risks. That return, moreover, should be sufficient to assure 
confidence in the financial integrity of the enterprise, so as to maintain its credit 
and to attract capital. 

The Bluefield Court stressed this point, declaring: 

Investors take into account the result of past operations, especially in recent years, 
when detennining the terms upon which they will invest in such an undertaking. 
Low, unce•·tain, or irregular income makes for low prices for the securities of 
the utility and higher rates of interest to be demanded by investors. 

Bluefield, 262 U.S. at 679 (emphasis added). 

58. In this regard, the Commission failed to consider the clear evidence that the U.S. 

economy is improving, utility stock values have fallen, interest rates are rising, and that the 

Federal Reserve Board is almost universally predicted to raise the rate of federal funds later this 

year. Sec Tr. 214-16 (Staff); Tr. 237-40 (Reno); Tr. 268-70 (Gorman). And as interest rates 

move up, the cost of equity goes up. See Tr. 179 (Hevert); Ex. 117, Hevert Surrebuttal at 46-47. 

59. Despite the challenges of predicting economic trends, the Court of Appeals has 
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declared that "the Commission must make an intelligent forecast with respect to the future period 

for which it is setting the rate; ratemaking is by necessity a predictive science." Fraas, 627 

S.W.2d 882, 886 (Mo. App. W.D. 1981). See State ex rei. Ark. Power & Light Co. v. PSC, 736 

S.W.2d 457, 461 (Mo. App. W.D. 1987) (approving use of forecasted load factors). The 

Commission failed to consider these critical economic factors in setting the ROE in this case 

which is neither lawful nor reasonable. 

60. As a consequence, the Repmt and Order is unlawful, unreasonable, arbitrary, and 

capricious, and violates the requirements of Hope and Bluefield, as implemented by Missouri 

appellate courts. 

G. The Report and Order is Unlawful, Unsupported by Competent and 
Substantial Evidence on the Whole Record, Arbitrary, Capricious, 
Otherwise Unreasonable and Confiscatory Because, in Denying Regulatory 
Treatment of Future Cost Increases for Southwest Power Pool Transmission 
Expenses, Property Taxes and CIP/Cyber-security O&M Expenses, it 
Deprives KCP&L of Any Realistic Opportunity to Earn Even the Very Low 
Commission-Authorized ROE of 9.5%. 

61. Comts - both in Missouri and at the federal level - have long mled that in 

detennining the reasonableness and lawfuhtess of rate orders, it is not methodology or thcmy 

that matters, but impact. Hope at 602; State ex rei. Associated National Gas Co. v. PSC, 706 

S.W.2d 870,878 (Mo. App. 1985); and State ex rei. OPC v. PSC, 293 S.W.3d 63,81 (Mo.App. 

2009). In detcnnining that 9.50% is a fair and reasonable retum on equity for KCP&L, the 

Commission specifically found that "[T]his rate of retum will allow KCPL to compete in the 

capital market for the funds needed to maintain its financial health." Repmt and Order at 22. 

But in addition to being insufficient as detailed in paragraphs 53-60 above, the 9.5% ROE 

authorized by the Commission for KCP&L is also illusmy because KCP&L has no realistic 

opportunity to eam it. The record evidence demonstrates that ce1tain KCP&L costs necessa1y to 
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provide electric service (i.e., SPP transmission expenses, propetty taxes and CIP/Cyber-security 

O&M expenses) have increased substantially in the recent past, and are expected to continue 

increasing substantially in the future when rates set in this case will be in effect. And KCP&L's 

load growth, which prior to the 2008 economic downturn averaged 2-3% ammally, is virtually 

non-existent now (forecast by KCP&L at 0.9%, 0.2% and 0.2% for 2016-2018, respectively) 

and provides no meaningful revenue offset to these significant cost increases. Ex. 118, Ives 

Direct at 6; and Ex. 121, Ives SmTebuttal at 35, fh. 1. Largely as a result of these past cost 

increases and meager load and revenue growth, KCP&L's actual eamed ROE has fallen 

substantially shmt of the authorized ROE used by the Commission set rates in KCP&L's prior 

rate case (Case No. ER-20 12-0174, which took effect in early 20 13) and is also well below the 

ROEs achieved by other utilities in the region. Specifically, although the Commission-

authmized ROE in that case was 9.7%, KCP&L actually earned an ROE of 6.5% in 2013 and 

5.69% in 2014. Ex. 118, Ives Direct at 7-8; Ex. 120, Ives Rebuttal at 13; Tr. at 969. 11 During 

this same time frame, KCP&L's Kansas utility operations earned an actual ROE within 50 basis 

points of its ROE authorized in the State of Kansas (20 13), GMO earned an actual return of 

9.76% (20 13) and Ameren Missouri eamed an actual ROE of 10.34% (2013) and 9.71% (2014) . 
• 

Ex. 118, Ives Direct at 8-9; and Repmt and Order at 26-27, In reUnion Electric Co., No. ER-

2014-0258 (2015). Because rates are set on a going forward basis in Missomi, KCP&L's 

Missouri jurisdictional earnings shortfalls of 320 basis points (approximately $33 million) and 

401 basis points (more than $34 million) can never be recovered by KCP&L. Additionally, due 

to minimal load and revenue growth and continuing increases in SPP transmission expenses, 

propetty taxes and CIP/Cyber-secmity O&M expenses when rates will be in effect, coupled 

11 Although Staff disputed the 5.69% ROE calculated by KCP&L for 2014, Staff conceded that KCP&L's actual 
ROE for 2014 was approximately 6.1 %. Tr. at 1389. 
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with the Commission's refusal to afford regulatory treatment to these future cost increases in its 

Repmt and Order (whether through the FAC, tracker mechanisms or rate allowances based on 

forecasted expenses), the ROE KCP&L actually eams under these new rates will fall 

approximately 130 basis points (or more than $16 million) shott of the Commission-authorized 

ROE in the first year after new rates take effect - due solely to the inadequacy of the rate 

allowance for these specific items (SPP transmission expenses, CIP/Cyber-security O&M 

expenses and propetty taxes). In the second year, this earnings shortfall will grow to 

approximately 170 basis points (or more than $2lmillion). Ex. 120, Ives Rebuttal at 9-12. 

62. In addition to the requirement that the authorized ROE be equal to that of 

investments in other entetptises of corresponding risks and uncettainties as discussed in 

paragraphs 53-60, supra, "[T]he retum should be reasonably sufficient to assure confidence in 

the financial soundness of the utility and should be adequate, under efficient and economical 

management, to maintain and suppmt its credit and enable it to raise the money necessary for 

the proper discharge of its public duties." Bluefield, 262 U.S. at 693. As explained by the Hope 

comt: 

[T]he investor interest has a legitimate concem with the financial integrity of the 
company whose rates are being regulated. From the investor or company point 
of view it is important that there be enough revenue not only for operating 
expenses but also for the capital costs of the business. These include service 
on the debt and dividends on the stock. By that standard the return to the equity 
owner should be commensurate with retums on investments in other entetprises 
having corresponding risks. That retum, moreover, should be sufficient to 
assure confidence in the financial integrity of the enterprise, so as to maintain its 
credit and to attract capital. 

Hope, 320 U.S. at 603. (emphasis supplied) The Bluefield comt also stressed this point, 

declating: 

Investors take into account the result of past operations, especially in recent 
years, when detennining the tenus upon which they will invest in such an 
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undettaking. Low, uncettain, or irregular income makes for low prices for the 
securities of the utility and higher rates of interest to be demanded by investors. 

Bluefield, 262 U.S. at 694. 

63. In its Report and Order, however, the Commission rejected all of KCP&L's 

alternative proposals for regulatmy treatment (tlu·ough the FAC, tracker mechanisms and rate 

allowances based on forecasted expenses) to recognize future cost increases during the period 

when rates will be in effect. In so doing, the Connnission ignored evidence demonstrating that 

failure to afford regulatmy recognition for these increasing expenses in the recent past had 

resulted in significant earnings shmtfalls for KCP&L that will recur if the rate order does not 

afford regulatmy treatment (whether through the FAC, tracker mechanisms, rate allowances 

based on forecasted expenses or some other treatment) for future increases in SPP transmission 

expenses, propetty taxes and CIP/Cyber-security O&M expenses when the rates set in this case 

will be in effect. In this regard, the Repmt and Order violates Hope, Bluefield and the Missouri 

Supreme Comt's holding in Missouri Water that 

. . . in determining the price to be charged for (in this instance) water (Sec. 
393.270, Par. 4). the fair 'value of the propetty' of the water company which the 
Commission is empowered to ascertain under Sec. 393.230, Par. 1, is a relevant 
factor for consideration in the establishment of just and reasonable rate schedules 
and must be considered in its proper relationship to all other facts that have 
a material bearing upon the establishment of "fair and just" rates as 
contemplated by our statutes and decisions. 

Missomi Water, 308 S.W.2d at 719 (citations omitted; emphasis added). See Fraas at 886. 

64. In refusing to make any provision for future increases in CIP/Cyber-security 

O&M expense, 93% of SPP transmission expense and propetty taxes, the Repmt and Order will 

result in earnings for KCP&L that fall shmt of the authorized ROE of 9.50% by about $16 

million and $21 million, respectively, in the first and second years after new rates take effect. 

These earnings shortfalls clearly demonstrate that the impact of the Repmt and Order is 
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umeasonable and unlawful. These earnings levels are well outside the zone of reasonableness 

that has been recognized by Missomi comts. State ex rei. OPC v. PSC, 367 S.W.3d 91, 100 

(Mo.App. 2012). Such low earnings levels (about 8.2% ROE in year I of new rates and about 

7.8% ROE in year 2, due solely to the impact of increases in CIP/Cyber-secmity O&M expense, 

93% of SPP transmission expense and propCJty taxes) fall so far shmt of the 9.50% return 

detennined necessaty by the Commission for KCP&L "to compete in the capital market for the 

funds it needs to maintain its financial health" and to compensate equity shareholders for the 

tisks associated with their investment in KCP&L. The impact of the Repmt and Order is 

therefore confiscatmy in violation of the Fifth and Fomteenth amendments to the United States 

Constitution under a standard articulated by the United States Supreme Comt's holding m 

Duquesne Light Cotilpany v. Barasch, 488 U.S. 299, 312 (U.S. 1989) ("Duquesne Light"). 

65. Consequently, in failing to consider all relevant factors and denying KCP&L any 

realistic oppottunity to actually eam the ROE authorized by the Commission, the Repmt and 

Order deprives KCP&L of adequate and reasonable compensation for the propetty it devotes to 

serving the public without due process and is confiscatmy in impact and effect in violation of 

the fifth and fomteenth amendments to the United States Constitution. 

III. Conclusion. 

66. In its Repmt and Order, the Commission established KCP&L's revenue 

requirement and rates on the basis of an authmized ROE of 9.50% that is (a) lower than the 

9.53% this Commission recently authorized for Ameren Missomi; (b) lower than any authorized 

ROE in effect for the electtic utilities included in the proxy groups used by the various ROE 

expetts, except for one company which is not comparable to KCP&L; and (c) lower than 21 of 

the 23 ROEs authorized for electric utilities like KCP&L for the petiod of May 1, 2014 through 

April 30, 2015. Because the competent and substantial record evidence demonstrates that 
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KCP&L is no less risky- and indeed is actually more risky- than these other electric utilities, 

the ROE authorized in the Repmt and Order violates Hope and Bluefield. 

67. Additionally, there is no realistic oppmtunity for KCP&L to earn even the low 

9.5% ROE authorized in the Repmt and Order. This is because in establishing KCP&L's 

revenue requirement and rates to be charged in the future (i.e., beginning September 29, 2015 

and thereafter), the Commission relied exclusively on histmical infmmation for CIP/Cyber­

security O&M expenses and property taxes and relied almost exclnsively on histmical 

infmmation for SPP transmission expenses even though competent and substantial record 

evidence demonstrates that these costs have been increasing significantly in recent years and 

will continue to increase significantly when the rates set in this case will be in effect. The 

record evidence also establishes that load and revenue growth is expected to be minimal for 

KCP&L in the future and that future cost savings opportunities for KCP&L will be minimal. 

Because the Commission established rate allowances relying on historical costs, increases in 

CIP/Cyber-security O&M expenses, SPP transmission expenses and property taxes experienced 

by KCP&L when the rates set in this case will be in effect will translate to reductions to 

KCP&L's eamed ROE of approximately $16 million in year 1 of new rates and approximately 

$21 million in year two of new rates relative to the ROE authorized by the Commission in this 

case. The impact of the Repmt and Order, will result in earnings for KCP&L at least $16 

million below the Commission-authmizcd ROE. Under these circumstances, KCP&L has no 

realistic oppmtunity to achieve the ROE authorized by the Commission in this case and, as 

such, the Repmt and Order violates Hope, Bluefield, Duquesne Light, Missouri Water, Fraas 

and the Fifth and Fomteenth amendments to the United States Constitution. 

68. This patently unreasonable and confiscatmy impact is exacerbated by another 
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umeasonable and unlawful Conm1ission decision in the Rep01t and Order. Specifically, the 

Commission arbitrarily disallowed 25% of KCP&L's pmdently incurred rate case expenses 

without any finding of impmdent or umeasonable conduct by KCP&L. 

WHEREFORE, Kansas City Power & Light Company respectfully requests that the 

Commission grant reheating of its Repott and Order, as more fully described herein. 

Respectfully submitted, 

Robert J. Hack, MBE# 36496 
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Kansas City Power & Light Company 
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Robert J. Hack 
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the Matter of Union Electric Company, d/b/a 
Ameren Missouri's Tariff to Increase Its 
Revenues for Electric Service 

) 
) 
) 

File No. ER-2014-0258 

CONCURRING OPINION OF COMMISSIONER DANIEL I. HALL IN THE ORDER 
APPROVING AMENDED STIPULATION AND AGREEMENT REGARDING CERTAIN 

REVENUE REQUIREMENT ISSUES 

On March 19, 2015, the Commission approved a nonunanimous stipulation and 

agreement, which the Commission treated as unanimous per Commission Rule 4 CSR 

240-2.115(2). The approved stipulation resolved numerous previously contested 

issues, including the amount of rate case expense Ameren Missouri will recover in rates 

for pursuing and prosecuting its rate increase request. Specifically, it sets forth that "the 

revenue requirement in this case shall include the Company's prudently-incurred rate 

case expenses for this case .... "1 Accordingly, under this stipulation, Ameren Missouri 

ratepayers, through the rates they pay for electric service, will be required to pay 1 00 

percent of Ameren Missouri's prudently incurred rate case expenses. I believe the 

stipulation is a reasonable resolution of the vast majority of the issues addressed 

therein and, therefore, should be approved. However, I am not convinced it constitutes 

good public policy in general, or in this case in specific, to require customers to pay 100 

percent of the utility's rate case expense. 2 For that reason, I write separately to express 

my disagreement with that portion of the stipulation. 

1 Amended Nonunanimous Stipulation and Agreement Regarding Certain Revenue Requirement Issues, 
?· 2, para. 3. 

Staff identified the final amount of rate case expense included in rates as $2,391,209, which will be 
amortized over two years and recovered at $1,366,975 per year. Rate Case Expense, EFIS No. 737, p. 1. 
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I acknowledge that, in one sense, rate case expense is like other common 

operational expenses, such as employee salaries, information technology upgrades and 

fuel costs. These are all expenses the utility must incur in order to provide utility service 

to customers. In order to prosecute a rate case, the utility must incur expenses for 

lawyers and consultants, and a rate case is the established process under Missouri law 

by which new just and reasonable rates are set. Accordingly, and because it is 

indisputable that customers benefit from having just and reasonable rates, it is 

appropriate for customers to bear some portion of the utility's cost of prosecuting a rate 

case. 

However, rate case expense is also different from most other types of utility 

operational expenses. First, the rate case process is adversarial in nature, with the 

utility on one side and its customers on the other. During the hearing in this case, 

counsel for Ameren Missouri took issue with that observation, contending that Ameren 

Missouri does not view its customers as its adversaries. I appreciate that sentiment; I 

want that to be true. But that is not how it appears from where I sit. In the hearing room 

during the evidentiary hearing, the Office of Public Counsel and other customer 

organizations opposed Ameren Missouri on virtually every issue presented -the former 

taking positions that would lower rates, and the latter taking the positions that would 

result in increased rates. In addition, at local public hearings, customer after customer 

articulated the harmful effect of rising utility rates on their financial affairs, and pleaded 

with the Commission to take whatever action necessary to mitigate any future rate 

increase. 
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Second, unlike other operating expenses, rate case expense produces some 

direct benefits to the utility, more specifically, to its shareholders, that are not shared 

with customers. In a typical rate case, as in this one, the utility seeks a higher rate of 

return than customers are willing to support. While I agree it is absolutely necessary, 

both legally and from a public policy perspective, to ensure that the utility has the 

opportunity to recover a reasonable return on its investment, any amount sought over a 

reasonable rate of return is solely sought for the benefit of shareholders. This stands in 

contrast to typical operating expenses where there is a direct benefit to ratepayers -

safe, adequate and reliable service. 

Third, requiring 100 percent of rate case expense to be paid by ratepayers 

·provides the utility with what appears to be an inequitable financial advantage over 

other participants in the rate case process. Staff and the Office of Public Counsel both 

operate within tight annual budgets, and the intervener consumer groups must pay their 

own legal expenses. In contrast, under the current system, the utility prosecutes its rate 

case with an unconstrained budget, receiving reimbursement from ratepayers for all of 

its expenses related thereto. This allows the utility, in some circumstances, to "out-gun" 

its opponents, investing resources other parties cannot match to engage numerous 

counsel and consultants, and conduct multiple rounds of depositions and written 

discovery. 

Finally, full reimbursement of all rate case expense does nothing to encourage 

reasonable levels of cost containment. While Ameren Missouri insists it carefully 

scrutinizes and manages its costs, and that the prudency review these costs receive is 

designed to ensure that unnecessary and exorbitant rate case expenses are disallowed, 
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it is indisputable that the Commission has only rarely disallowed even a portion of a 

utility's rate case expense as imprudently incurred. This is because, in the context of 

rate case expense, a true prudency review would be cumbersome, time-consuming, 

resource intensive, and even impractical.' Simply put, it does not work as well as 

providing a direct financial incentive to the utility to minimize litigation costs. 

Accordingly, I believe rate case expense should be shared by ratepayers and 

shareholders. Some parties have noted that there is no express authority in statute or 

rule to implement such a sharing mechanism, however, the Commission has the current 

legal authority to take such action. Under Missouri law, the Commission must set just 

and reasonable rates,< and rates that include 100 percent of the utility's rate case 

expense, for the reasons set forth above, may not be just or reasonable.5 Moreover, 

this Commission has already found rate case expense sharing to be just and 

reasonable in at least one prior case. In a 1986 decision, In the Matter of Arkansas 

Power and Light Company," the Commission "adopted Public Counsel's proposed 

3 Any after-the-fact review of rate case expense necessarily depends on the utility's ability to make 
available detailed, transparent records about costs related to experts and attorneys, which are often 
considered confidential to some degree. Furthermore, even if records are made available, by the nature 
of the subject matter, any review of those records is inherently so deferential it can sometimes become a 
perfunctory exercise. In this very case, Public Counsel alleged the information Ameren Missouri provided 
for rate case expense would be insufficient for a meaningful prudence review. Despite these challenges 
reviewing rate case expense for prudency, the Commission has disallowed, on rare occasions, portions of 
rate case expense when certain costs were deemed excessive. See, In the Matter of Missouri Gas 
Energy, Report and Order Case No. GR-2004-0209, 12 Mo. P.S.C. 3d 581, 623 (2004) and In the Matter 
of Missouri-American Water Company, Report and Order, Case No. WR-93-212, 2 Mo. P.S.C. 3d 446, 
449 (1993). 
4 

" .•. All charges made or demanded by any ... electrical corporation ... shall be just and reasonable 
and not more than allowed by law or by order or decision of the commission. Every unjust or 
unreasonable charge ... is prohibited." Section 393.130.1, RSMo 2000 as currently supplemented. 
5 Of course, there are rate cases where the utility does not have the means to absorb a portion of rate 
case expense, and requiring it to do so would ultimately harm customers. In such circumstances, it would 
appear just and reasonable that rates include the entire amount of rate case expense. 
6 Report and Order, Case No. ER-85-265, 28 Mo. P.S.C. (N.S.) 435, 447 (1986). 
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disallowance of one-half of rate case expense." II is also important to note that there 

are a number of other cases where the Commission acknowledged it had this authority_? 

Some parties to this hearing suggested a workshop would be in order to examine 

and develop this concept. However, the Commission has already opened a working 

case precisely on this issue, File No. AW-2011-0330. This case was opened April 7, 

2011, over four years ago, and is currently still open. In that case, Staff issued a 

comprehensive Staff Report, which concludes, 

Staff recommends that the Commission consider employing structural 
incentive measures in rate cases to provide utilities with stronger 
incentives to reasonably limit their rate case expenses to appropriate and 
necessary levels ... These measures may include ... sharing of rate case 
expense."' 

As noted above, I believe the stipulation is reasonable and should be approved. 

I appreciate the parties' efforts to reach this agreement that includes a number of other 

complex issues beyond the rate case expense issue. In those negotiations, the parties 

(in particular the Office of Public Counsel, which has long supported rate case expense 

sharing) were unaware that some Commissioners were open to this concept; and it is 

not my intent to thwart the work that went into reaching this agreement. Going forward, 

I am heartened by Public Council's statements at the hearing that it would renew its 

pursuit of rate case expense sharing in future proceedings, and I am also encouraged 

7 See, In the Matter of Kansas City Power & Light Company, Report and Order, Case Nos. E0-85-185 
and E0-85-224, 28 Mo. P.S.C. (N.S.) 229, 263 (1986), and In the Matter of Missouri Gas Energy, Report 
and Order, File No. GR-2009-0355, 19 Mo. P.S.C. 3d 245. 303, (2010). 
8 Staff's Investigative Report on Rate Case Expense, Sept. 4, 2013, p. 15. Counsel for Ameren Missouri 
complained at the hearing that the company had not yet been given a chance to fully respond to the idea 
of a rate sharing mechanism. However, any party interested in this issue had an opportunity to provide 
comments in A0-2011-0330, as the Commission order establishing the file provided, "lu]sing this file, any 
person with an interest in this matter may ... submit any pertinent responsive comments or documents." 
Order Directing Staff to Investigate and Opening a Repository File, pp. 1-2. If Ameren Missouri was 
waiting for a more direct invitation to submit its input, this Concurrence constitutes such an invitation. 
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by the support some of my fellow Commissioners have expressed for considering a rate 

case expense sharing mechanism in future cases. 

For the forgoing reasons, I concur. 

Respectfully submitted, 

{}0h 
Daniel Y. Hall 
Commissioner 

Commissioner Rupp joins this concurring opinion in its entirety. 

Dated this 11th day of June, 2015 
at Jefferson City, Missouri 

Scott T. Rupp 
Commissioner 
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the Matter of the Empire District 
Electric Company for Authority to 
File Tariffs Increasing Rates for Electric 
Service Provided to Customers in the 
Company's Missouri Service Areas 

) 
) 
) 
) 
) 

File No. ER-2014-0351 

CONCURRING OPINION OF COMMISSIONER DANIEL Y. HALL 

On June 24, 2015, the Commission issued a Report and Order in this case 

approving a rate increase for Empire District Electric Company. The Report and Order 

included approval of a unanimous stipulation that resolved, among other things, the 

parties' dispute regarding the amount of rate case expense Empire will recover in rates 

for pursuing and prosecuting its rate increase request. 1 Specifically, the signatories to 

the stipulation agreed that Empire should be authorized to file tariffs designed to 

increase its revenues by $17,125,000 and also that rate case expense was no longer a 

contested issue.2 

The parties do not specify in their agreement what amount of rate case expense 

will be recovered through the agreed upon revenue requirement. 3 However, Empire 

witness W. Scott Keith testified that the company supports including the entirety of rate 

1 'The Revised Stipulation and Agreement and List of Issues, filed on April 8, 2015, is approved and 
incorporated into this order as if fully set forth herein." Report and Order, p. 30. All parties to this case 
either signed the stipulation or did not oppose it. 
2 Revised Stipulation and Agreement and List of Issues, EFIS No. 181, p. 2 sets the revenue requirement. 
T11e document also includes reference as to the remaining contested issues, which do not include rate 
case expense, and dismisses all witnesses related to rate case expense. 
3 Because the parties reached a "blackbox" settlement of the revenue requirement issue, it is not possible 
to determine the amount of rate case expense to be included in rates and, correspondingly, whether 
ratepayers are being asked to cover all or just a portion of Empire's rate case expense. As of February 
28, 2015, Empire had incurred approximately $128,536.00 in rate case expense. Sarver Surrebuttal, Ex. 
224. p. 3. In its Statements of Position, filed March 31, 2015, Staff indicated a two-year normalization of 
rate case expense, or an annual amount of $64,251, was an appropriate amount to include in rates. and 
Staff stated that this number was "consistent with the settled position." EFIS No. 164 p. 4. 
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case expense in the calculation of Empire's revenue requirement,4 and estimated its 

total rate case expense at the time it filed this rate case to be $357,000.5 It is Empire's 

position that the company's ratepayers, through the rates they pay for electric service, 

should be required to pay 100 percent of Empire's prudently incurred rate case 

expenses. I am not convinced it constitutes good public policy in general, or in this case 

in specific, to require customers to pay 100 percent of the utility's rate case expense. 

For that reason, I write separately to express my disagreement with the Commission's 

Report and Order approving the stipulation to the extent the stipulation is consistent with 

Empire's position on this issue and relegates all rate case expense to customers. 

I acknowledge that, in one sense, rate case expense is like other common 

operational expenses, such as employee salaries, information technology upgrades, 

and fuel costs. These are all expenses the utility must incur in order to provide utility 

service to customers. In order to prosecute a rate case, the utility must incur expenses 

for lawyers and consultants, and a rate case is the established process under Missouri 

law by which new just and reasonable rates are set. Accordingly, and because it is 

indisputable that customers benefit from having just and reasonable rates, it is 

appropriate for customers to bear some portion of the utility's cost of prosecuting a rate 

case. 

However, rate case expense is also different from most other types of utility 

operational expenses. First, the rate case process is adversarial in nature, with the 

utility on one side and its customers on the other. Some utilities have taken issue with 

that observation, contending that utilities do not view their customers as adversaries. I 

4 Keith Rebuttal, Ex. 108, pp. 2-9. 
5 Roth Rebuttal, Ex. 308, p. 1 9. 
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appreciate that sentiment; I want that to be true. But that is not how it appears from 

where I sit. During evidentiary hearings, the Office of Public Counsel and other 

customer organizations often oppose the utilities on virtually every issue presented -

the former taking positions that would lower rates, and the latter taking the positions that 

would result in increased rates. In this case, Public Counsel specifically advocated for 

rate case expense sharing while the company opposed the idea. In addition, at local 

public hearings, customers regularly articulate the harmful effect of rising utility rates on 

their financial affairs and plead with the Commission to take whatever action necessary 

to mitigate any future rate increase. 

Second, unlike other operating expenses, rate case expense produces some 

direct benefits to the utility, more specifically, to its shareholders, that are not shared 

with customers. In a typical rate case, as in this one, the utility seeks a higher rate of 

return than customers are willing to support. While I agree it is absolutely necessary, 

both legally and from a public policy perspective, to ensure that the utility has the 

opportunity to recover a reasonable return on its investment, any amount sought over a 

reasonable rate of return is solely sought for the benefit of shareholders. This stands in 

contrast to typical operating expenses where there is a direct benefit to ratepayers -

safe, adequate and reliable service. 

Third, requiring 100 percent of rate case expense to be paid by ratepayers 

provides the utility with what appears to be an inequitable financial advantage over 

other participants in the rate case process. Staff and the Office of Public Counsel both 

operate within tight annual budgets, and the intervener consumer groups must pay their 

own legal expenses. In contrast, under the current system, the utility prosecutes its rate 
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case with an unconstrained budget, receiving reimbursement from ratepayers for all of 

its expenses related thereto. This allows the utility, in some circumstances, to "out-gun" 

its opponents, investing resources other parties cannot match to engage numerous 

counsel and consultants, and conduct multiple rounds of depositions and written 

discovery. 

Finally, full reimbursement of all rate case expense does nothing to encourage 

reasonable levels of cost containment. While utilities insist they carefully scrutinize and 

manage their costs, and that the prudency review these costs receive is designed to 

ensure that unnecessary and exorbitant rate case expenses are disallowed, it is 

indisputable that the Commission has only rarely disallowed even a portion of a utility's 

rate case expense as imprudently incurred. This is because, in the context of rate case 

expense, a true prudency review would be cumbersome, time-consuming, resource 

intensive, and even impractical.6 Simply put, it does not work as well as providing a 

direct financial incentive to the utility to minimize litigation costs. 

Accordingly, I believe rate case expense should be shared by ratepayers and 

shareholders. Some have noted in past cases that there is no express authority in 

statute or rule to implement such a sharing mechanism, however, the Commission has 

the current legal authority to take such action. Under Missouri law, the Commission 

6 Any after-the-fact review of rate case expense necessarily depends on the utility's ability to make 
available detailed, transparent records about costs related to experts and attorneys, which are often 
considered confidential to some degree. Furthermore, even if records are made available, by the nature 
of the subject matter, any review of those records is inherently so deferential it can sometimes become a 
perfunctory exercise. Despite these challenges reviewing rate case expense for prudency, the 
Commission has disallowed, on rare occasions, portions of rate case expense when certain costs were 
deemed excessive. See, In t!Je Matter of Missouri Gas Energy, Report and Order Case No. GR-2004-
0209, 12 Mo. P.S.C. 3d 581, 623 (2004) and In t!Je Matter of Missouri-American Water Company, Report 
and Order, Case No. WR-93-212, 2 Mo. P.S.C. 3d 446, 449 (1993). 
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must set just and reasonable rates,' and rates that include 100 percent of the utility's 

rate case expense, for the reasons set forth above, may not be just or reasonable.8 

Moreover, this Commission has already found rate case expense sharing to be just and 

reasonable in at least one prior case. In a 1986 decision, In the Malter of Arkansas 

Power and Light Company," the Commission "adopted Public Counsel's proposed 

disallowance of one-half of rate case expense." It is also important to note that there 

are a number of other cases where the Commission acknowledged it had this 

authority. 10 

Some parties in other cases have suggested a workshop would be in order to 

examine and develop this concept. However, the Commission has already opened a 

working case precisely on this issue, File No. AW-2011-0330. This case was opened 

April?, 2011, over four years ago, and is currently still open. In that case, Staff issued a 

comprehensive Staff Report, which concludes, 

Staff recommends that the Commission consider employing structural 
incentive measures in rate cases to provide utilities with stronger 
incentives to reasonably limit their rate case expenses to appropriate and 
necessary levels ... These measures may include ... sharing of rate case 
expense."" 

7 
" ••. All charges made or demanded by any ... electrical corporation ... shall be just and reasonable 

and not more than allowed by law or by order or decision of the commission. Every unjust or 
unreasonable charge ... is prohibited." Section 393.130.1, RSMo 2000 as currently supplemented. 
8 Of course, there are rate cases where the utility does not have the means to absorb a portion of rate 
case expense. and requiring it to do so would ultimately harm customers. In such circumstances. it would 
appear just and reasonable that rates include the entire amount of rate case expense. 
9 Report and Order, Case No. ER-85-265, 28 Mo. P.S.C. (N.S.) 435, 447 (1986). 
10 See, In the Matter of Kansas City Power & Light Company, Report and Order, Case Nos. E0-85-185 
and E0-85-224. 28 Mo. P.S.C. (N.S.) 229, 263 (1986), and In the Matter of Missouri Gas Energy, Report 
and Order, File No. GR-2009-0355, 19 Mo. P.S.C. 3d 245. 303, (2010). Interestingly, and as Public 
Counsel points out, Missouri is not the only jurisdiction that has considered and even implemented rate 
case expense sharing. Roth Rebuttal, Ex. 308, pp. 17-18. 
11 Staff's Investigative Report on Rate Case Expense, Sept. 4, 2013, p. 15. Any party interested in this 
issue had an opportunity to provide comments in A0-2011-0330, as the Commission order establishing 
the file provided, "[u]sing this file, any person with an interest in this matter may ... submit any pertinent 
responsive comments or documents." Order Directing Staff to Investigate and Opening a Repository File, 
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As noted above, I believe the stipulation is reasonable and should be approved. 

I appreciate the parties' efforts to reach this agreement that includes a number of other 

complex issues beyond the rate case expense issue. Going forward, I am heartened by 

Public Council's pursuit of rate case expense sharing in this case and by both Public 

Counsel and Staff advocating for rate case expense sharing in the Kansas City Power & 

Light rate case that is currently pending before this Commission. I am also encouraged 

by the support some of my fellow Commissioners have expressed for considering a rate 

case expense sharing mechanism in future cases. 

For the forgoing reasons, I concur. 

Respectfully submitted, 

o.fl¥ 
Commissioner 

Commissioner Rupp joins this concurring opinion in its entirety. 

Dated this 17th day of July, 2015 
at Jefferson City, Missouri 

~~~ 
Scott T. Rupp 
Commissioner 

pp. 1-2. If Empire or other utilities were waiting for a more direct invitation to submit their input, this 
Concurrence constitutes such an invitation. 
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ATTACHMENT 6 

ORDER DENYING REHEARING 



In the Matter of Kansas City Power & Light 
Company's Request for Authority to Implement 
a General Rate Increase for Electric Service 

STATE OF MISSOURI 
PUBLIC SERVICE COMMISSION 

At a session of the Public Service 
Commission held at its office in 
Jefferson City on the 22nd day of 
October, 2015. 

) 
) 
) 

File No. ER-2014-0370 et al. 

ORDER DENYING APPLICATIONS FOR REHEARING OF 
REPORT AND ORDER 

Issue Date: October 22, 2015 Effective Date: October 22, 2015 

On September 2, 2015, the Missouri Public Service Commission issued a Report and 

Order effective September 15, 2015, regarding Kansas City Power & Light Company's tariffs 

designed to implement a general rate increase for electric utility service. On September 11, 

2015, the Office of the Public Counsel filed an application for rehearing. Kansas City Power & 

Light Company, Consumers Council of Missouri, and Midwest Energy Consumers Group filed 

applications for rehearing on September 14, 2015. 

Section 386.500.1, RSMo 2000, states that the Commission shall grant an application 

for rehearing if "in its judgment sufficient reason therefor be made to appear." In the judgment 

of the Commission, none of the parties filing applications for rehearing have shown sufficient 

reason to rehear the matter. The Commission will deny the applications for rehearing. 

THE COMMISSION ORDERS THAT: 

1. Kansas City Power & Light Company's Application for Rehearing is denied. 

2. The Office of the Public Counsel's Application for Rehearing is denied. 



3. Midwest Energy Consumers Group's Application for Rehearing/Reconsideration 

is denied. 

4. Consumers Council of Missouri's Application for Rehearing is denied. 

5. This order shall be effective when issued. 

Hall, Chm., Stoll, Kenney, and 
Rupp, CC., concur. 
Coleman, C., abstains. 

Bushmann, Senior Regulatory Law Judge 

2 

BY THE COMMISSION 

Morris L. Woodruff 
Secretary 



ATTACHMENT 7 

RECONCILIATION 



ROE: 
9.50% Per order 
9.10% Per MIEC/MECG 
10.30% Per KCP&L 

Kansas City Power & Light 
MPSC Case No. ER-2014-0370 

Reconciliation of Issues Decided by the Commission 
Revenue Requirement Impact 

Revenue 
Requirement 

Change 
From Order 

($8,400,218) 
$16,713,621 

(Note: A 10 basis point change in ROE equates to $2.1 M in RR) 

Rate Case Expense: 
PerOPC 
PerKCP&L 

Net Operating Losses: 
PerMECG 

Expiring KMEA Contracts: 
Per MECG 

SPP Transmission Expense Including IPL ~ Forecast: 
Per KCP&L 

CIP/Cybersecurity O&M Expense - Forecast: 
PerKCP&L 

Property Tax Expense- Forecast: 
Per KCP&L 

($145,891) 
$90,888 

($726,938) 

($814,083) 

$5,000,000 (1) 

$3,500,000 (2) 

$5,600,000 (3) 

(1) Although approval of a Fuel Adjustment Clause (FAG) for 95% of Southwest Power Pool (SPP) transmission expenses or a 
tracker for such expenses would not have impacted the level of rates set by the Report and Order, such approval would have 
affected future rates. Because KCP&L will record the level of SPP transmission expenses actually incurred during the period 
when the rates set by the Report and Order are in effect, and pending Commission decision on other aspects of this tracker/FAG 
issue, the impact of this aspect of the Report and Order will be available in the future. 

(2) Although approval of a tracker for Critical Infrastructure Protection (CIP) and Cyber-security Operations & Maintenance 
{O&M) expenses would not have impacted the level of rates set by the Report and Order, such approval would have affected 
future rates. Because KCP&L will record the level of CIP/Cyber-security O&M expenses actually incurred during the period when 
the rates set by the Report and Order are in effect, and pending Commission decision on other aspects of this tracker issue, the 
impact of this aspect of the Report and Order will be available in the future. 

(3) Although approval of a tracker for property tax expenses would not have impacted the level of rates set by the Report and 
Order, such approval would have affected future rates. Because KCP&L will record the level of property tax expenses actually 
incurred during the period when the rates set by the Report and Order are in effect, and pending Commission decision on other 
aspects of this tracker issue, the impact of this aspect of the Report and Order will be available in the future. 

Fuel Adjustment Clause: Although approval of a FAG did not impact the level of rates set by the Report and Order, such 
approval will affect future rates. KCP&L will track and record (a) amounts billed to customers under the FAG and (b) amounts 
credited to customers under the FAC. The impact of this aspect of the Report and Order will therefore be available in the future. 

Commission's Order Regarding Compliance Tariff Sheets: Although the Order Regarding Compliance Tariff Sheets did not 
impact the level of rates set by the Report and Order, the Commission's Order Regarding Compliance Tariff Sheets 
implemented an annual rate increase of $89,671,644 (approximately $245,676 per day on average) for service rendered on and 
after September 29, 2015. 

EXHIBIT A 



Kansas City Power & Light 
MPSC Case No. ER-2014-0370 

Reconciliation of Issues Decided by the Commission 
Revenue Requirement Impact 

Issue: ROE- 9.10% Per MIEC/MECG 
Value: ($8.400,218) 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

Issue: ROE- 10.30% Per KCP&L 
Value: $16,713,621 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

Issue: OPC Rate Case Expense 
Value: ($145,891) 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

Issue: KCP&L Rate Case Expense 
Value: $90,888 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

Issue: MECG Net Operating Losses 
Value: ($726,938) 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

lm act 
Amount 

(1.488,394) 
(1 ,952,929) 
(1,138.493) 

(543,718) 
(3, 169,639) 

Impact 
Amount 

2,961.405 
3,885,674 
2,265,219 
1,081,816 
6,306,521 

212,985 
16,713,621 

Impact 
Amount 

(25,850) 
(33,918) 
(19,773) 

(9.443) 
(55,049) 

(1,859) 
(145,891) 

lm act 
Amount 

16,104 
21 '130 
12,318 
5,883 

34,295 

1 '158 
90,888 

Impact 
Amount 

(128,803) 
(169,003) 

(98,523) 
(47,052) 

(274,294) 
(9,264) 

Percent 
-0.985% 
-0.985% 
-0.986% 
-0.986% 
-0.986% 

Percent 
1.960% 
1.960% 
1.963% 
1.963% 
1.963% 
1.963% 
1.962% 

Percent 
-0.017% 
-0.017% 
-0.017% 
-0.017% 
-0.017% 
-0.017% 
-0.017% 

Percent 
0.011% 
0.011% 
0.011% 
0.011% 
0.011% 
0.011% 
0.011% 

Percent 
-0.085% 
-0.085% 
-0.085% 
-0.085% 
-0.085% 
-0.085% 

EXHIBIT A 



Kansas City Power & Light 
MPSC Case No. ER-2014-0370 

Reconciliation of Issues Decided by the Commission 
Revenue Requirement Impact 

TOTAL 

Issue: MECG Expiring KMEA Contracts 
Value: ($814,083) 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

s 

s 
s 
$ 
$ 
$ 
$ 
$ 

(726,938) 

Impact 
Amount 

(144,243) 
(189,262) 
(110,334) 

(52,693) 
(307,177) 

(10,374) 
(814,083) 

Issue: KCP&L SPP Transmission Expense Including IPL- FAC!fracker/Forecast 
Value: $5,000,000 lm act 

Amount 
LARGE POWER TOTAL $ 885,926 
LARGE GEN SVC TOTAL $ 1,162,427 
MEDIUM GEN SVC TOTAL $ 677,657 
SMALL GEN SVC TOTAL $ 323,633 
RESIDENTIAL TOTAL $ 1,886,641 
LIGHTING TOTAL: $ 63,716 
TOTAL $ 5,000,000 

Issue: KCP&L CIP/Cybersecurity O&M Expense- Tracker/Forecast 
Value: $3,500,000 Impact 

Amount 
LARGE POWER TOTAL s 620,148 
LARGE GEN SVC TOTAL s 813,699 
MEDIUM GEN SVC TOTAL s 474,360 
SMALL GEN SVC TOTAL s 226,543 
RESIDENTIAL TOTAL s 1,320,649 
LIGHTING TOTAL: s 44,601 
TOTAL s 3,500,000 

Issue: KCP&L Property Tax Expense- Tracker/Forecast 
Value: $5,600,000 lm act 

LARGE POWER TOTAL 
LARGE GEN SVC TOTAL 
MEDIUM GEN SVC TOTAL 
SMALL GEN SVC TOTAL 
RESIDENTIAL TOTAL 
LIGHTING TOTAL: 
TOTAL 

s 
s 
s 
$ 
$ 
$ 
$ 

Amount 
992,237 

1,301,919 
758,975 
362,469 

2,113,038 
71,362 

5,600,000 

~0.085% 

Percent 
-0.095% 
-0.095% 
-0.096% 
-0.096% 
-0.096% 
-0.096% 
-0.096% 

Percent 
0.586% 
0.586% 
0.587% 
0.587% 
0.587% 
0.587% 
0.587% 

Percent 
0.410% 
0.410% 
0.411% 
0.411% 
0.411% 
0.411% 
0.411% 

Percent 
0.657% 
0.657% 
0.658% 
0.658% 
0.658% 
0.658% 
0.657% 

EXHIBIT A 




