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TRUE-UP DIRECT TESTIMONY
OF
MATTHEW J. BARNES
KANSAS CITY POWER AND LIGHT COMPANY

CASE NO. ER-2006-0314

Q. Please state your name.

A. My name is Matthew J. Barnes.

Q. Are you the same Matthew J. Barnes who filed direct, rebuttal, and surrebuttal
testimony in this proceeding for the Staff of the Missouri Public Service Commission (Staff)?

A Yes, [ am.

Q. In your direct testimony, did you provide your expert opinion on what you
considered to be a fair and reasonable rate-of-return on the Missouri jurisdictional electric
utility rate base for Kansas City Power & Light (KCP&L or Company)?

A. Yes, [ did.

Q. What is the purpose of your true-up direct testimony?

A The purpose of my true-up direct testimony is to provide the Commission the
updated capital structure, embedded cost of long-term debt and overall rate of return as of

September 30, 2006 for KCP&L.

KCP&L’S CAPITAL STRUCTURE AS OF SEPTEMBER 30, 2006

Q. Please explain Staff’s updated capital structure.
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True-up Direct Testimony of
Matthew J. Barnes

A. As of September 30, 2006, KCP&L’'s capital structure consisted of
53.69 percent equity, 1.53 percent preferred stock, and 44.79 percent long-term debt. Please
see Schedule 1.

Q. Did the embedded cost of long-term debt change as of September 30, 2006?

A. Yes. KCP&L's embedded cost of long-term debt as of September 30, 2006,
was calculated by the company to be 6.21 percent. Please see Schedule 2.

Q. Why did KCP&L’s embedded cost of long-term debt increase since June 30,
20067

Al KCP&IL.’s embedded cost of long-term debt increased because of the increase
in interest rates associated with their interest rate management products. The increase of the
embedded cost of long-term debt caused Staff’s rate of return to increase 10 basis points.
Staff now recommends a rate of return for KCP&L in the range of 7.85 percent to
7.90 percent.

Q. Did the embedded cost of preferred stock change as of September 30, 20067

A. No. The embedded cost of preferred stock as of September 30, 2006, remained
the same at 4.29 percent,

Q. Did Staff change is method of determining the true-up capital structure and
long-term debt amounts?

A No. Staff did not change its method of determining the true-up capital
structure and long-term debt amounts.

Q. Does Staff still recommend a return on equity (ROE) in the range of
9.32 percent to 9.42 percent with a mid-point of 9.37 percent?

A, Yes. Please see Schedule 3.



True-up Direct Testimony of
Matthew J. Barnes

SUMMARY AND CONCLUSIONS

Q. Please summarize the conclusions of your true-up direct testimony.

A. My recommended cost of common equity, which is in the range of
9.32 percent to 9.42 percent, would produce a fair and reasonable rate of return of
7.85 percent to 7.90 percent for KCP&L's Missouri jurisdictional electric utiliry rate base.

Q. Does this conclude your true-up direct testimony?

A. Yes, it does.



Kansas City Power and Light Company
Case No. ER-2006-0314

Capital Structure as of September 30, 2006
Great Plains Energy

Dollar Percentage

Capital Component Amount {000's} of Capital
Common Stock Equity b3 1,372,092 53.69%
Preferred Stock $ 39,000 1.53%
Long-Term Debt $1,144 565 44.79%
Short-Term Debt $ - 0.00%
Total Capitalization $ 2,555,657 100.00%

Standard & Poor's Corporation's
RatingsDirect,

Revised Financial Guidelines as of
June 2, 2004

Electric Financial Ratio Benchmark
Total Debt / Total Capital

BBB Credit Rating based on a "6" Business Profile

48% to 58%

Notes: 1. Long-term Debt at September 30, 2006 includes current maturities of long-term gebt. This balance also includes the amount of non-regulated
debt. These balances were pravided in KCP&L's response to DR 0552

2. Short-term debt balance net of construction work in progress (CWIP) was negalive as of September 30, 2006. Therefore, no
short-term gebt is included in the capital structure.

Source: Kansas City Power and Light's response to Staff's Data Request No. 0552

Schedule 1
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Kansas City Power and Light Company
Case No. ER-2006-0314

Weighted Cost of Capital as of September 30, 2006
for Kansas City Power and Light Company

Woeighted Cost of Capital Using
Commaon Equity Retumn of:

Percentage Embecdded

Capital Component of Capital Cost 9.32% 9.37% 9.42%
Common Stock Equity 53.69% — 5.00% 5.03% 5.06%
Preferred Stock 1.53% 4.29% 0.07% 0.07% 0.07%
Long-Term Bebt 44,79% 6.21% 2.78% 2.78% 2.78%
Short-Term Debt 0.00%

Total 100.00% 7.85% 7.88% 7.90%
Notas:

Embedded Cost of Long-Term Debt and Embedded Cost of Preferred Stack Taken from Response to DR 0552,

Schedule 3



