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)
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)
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AFFIDAVIT OF ERIN L. MALONEY

Erin L. Maloney, of lawful age, on her oath states : that she has participated in the
preparation of the following Surrebuttal Testimony in question and answer form,
consisting ofZ- pages of Surrebuttal Testimony to be presented in the above case,
that the answers in the following Surrebuttal Testimony were given by her ; that she has
knowledge of the matters set forth in such answers ; and that such matters are true to the
best of her knowledge and belief.

Subscribed and sworn to before me this SA- day of October, 2006 .

SUSAN LSUNDERMEYER
My Commission Expires
September21, 2010
Callaway County
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OF
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KANSAS CITY POWER & LIGHT COMPANY

CASE NO. ER-2006-0314

Q.

	

Please state your name and business address?

A.

	

Erin L. Maloney, Missouri Public Service Commission (MPSC), P.O . Box

360, Jefferson City, Missouri, 65102.

Q .

	

Are you the same MPSC staff member Erin L. Maloney that filed direct and

rebuttal testimony in this case?

A.

	

Yes I am.

EXECUTIVE SUMMARY

Q.

	

Can you please summarize your surrebuttal testimony in this case?

A.

	

I am filing this surrebuttal testimony to respond to the information presented in

the rebuttal testimony of Kansas City Power & Light Company (KCP&L) witness Don A.

Frerking with regard to demand and energy jurisdictional allocation, as well as unused energy

allocation . In particular I : a) attach pages that were inadvertently omitted from schedule 3 of

my direct testimony ; b) show how the missing pages support my recommendation to use a 4

CP methodology ; c) further discuss why my recommendation to use a 4 CP methodology is

appropriate ; and d) discuss why it is appropriate to use an energy allocator to allocate variable

costs .
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JURISDICTIONAL DEMAND ALLOCATOR

Q.

	

Do you have any changes or adjustments to make to your previously filed

testimony in this case?

A .

	

Yes I do. As Mr. Frerking pointed out, there were missing pages in Schedule 3

attached to my direct testimony which contained an excerpt (Chapter 5) from a publication

entitled "A Guide to FERC Regulation and Ratemaking of Electric Utilities and Other Power

Suppliers," Third Edition (1994), authored by Michael E. Small . I have attached this guide to

this surrebuttal testimony as Schedule 1 . It will be noted that the pages, which Mr. Frerking

correctly identified as missing, were every other page .

Q.

	

Were these pages omitted intentionally?

A.

	

No. The pages were omitted inadvertently. The original document was two

sided and I mistakenly did not copy the even number pages to be scanned and attached to my

testimony.

Q.

	

Wasthere relevant information contained in the missing pages?

A.

	

Yes. As Mr. Frerking stated (Frerking rebuttal, pg . 5, Ins. 1-3), appearing on

the original page 106 of that publication is the following quote from FERC, which cites

additional factors that FERC has considered in determining which allocation method is

appropriate:

	

"[T]he full range of a company's operating realities including, in addition to

system demand, scheduled maintenance, unscheduled outages, diversity, reserve

requirements, and offsystem sales commitments." Carolina Power & Light Co., Opinion No.

19,4 FERC 161,107, p. 61,230 (1978).

Q.

	

Did the FERC always recommend a 12 CP methodology as a result of these

factors?
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A.

	

No. These factors should be just one of the considerations when determining

which methodology should be used . Cited on the same missing page as the Carolina cite, is

another case, Commonwealth Edison Co., 15 FERC 163,048, p.65,196 (1981), where the

FERC recommended a 4 CP approach.

Q.

	

Would you expect the application of the system demand tests used in your

analysis to result in the same recommendation for every utility studied?

A.

	

No. There would be no reason to conduct an analysis if the same

recommendation was expected.

Q.

	

Have you been consistent with your application of these system demand tests?

A.

	

Yes I have.

Q.

	

What is the reason for using a different jurisdictional demand allocation

methodology for different utilities?

A.

	

Different jurisdictions within a utility's footprint may place different peak

demands on that utility's system . Generation and transmission facilities that directly benefit

all jurisdictions should be allocated using a methodology that reflects the demand placed on

those assets by each of the jurisdictions that are served . A utility company's system should be

designed, constructed, and operated to avoid loss of load and to serve and meet the native load

demand that the utility has been granted exclusive privileges to serve.

Q.

	

In his rebuttal testimony Mr. Frerking refers to your 12 CP recommendation

(Frerking rebuttal, pg. 4, Ins. 17-18) in Case No. ER-2006-0314, the rate case of the Empire

District Electric Company (Empire) . Why did you make a different recommendation in that

case?
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A.

	

Two of the three system demand tests in that case indicated that the use of a 12

CP allocator would be appropriate . Because one of the tests results indicated the use of a 4

CP allocator, I looked at the other operational realities experienced by Empire and concluded

that the use of a 12 CP allocator was indicated .

Q.

	

What are the operational realities experienced by Empire that influenced your

recommendation?

A.

	

Empire experiences significant winter peaking because the saturation of

electric heating among Empire's customers is high due to the fact that Empire serves a more

rural territory in which the gas distribution system for winter heating is not as developed as in

KCP&L's territory.

Q.

	

Do both KCP&L and Empire experience the operational realities we have been

discussing in the same way?

A.

	

No . Empire is a dual peaking utility with large winter load demands due to

electric heating. In contrast, KCP&L experiences only a summer demand peak. Furthermore,

because ofthe existence of a winter peak, Empire has a much shorter window of opportunity

to do scheduled maintenance.

	

In addition, Empire has a high percentage of peaking

generating units, while KCP&L has a high percentage ofbase load units.

Q.

	

The FERC guideline mentioned earlier in this testimony also identified "off-

system sales commitments" as an operational reality. How did you interpret what the FERC

referred to as "off-system sales commitments"?

A.

	

Because this guide was published before the change to the current electric spot

market (1994), I interpreted the statement as a reference to capacity sales contracts . Capacity

contracts must be considered because embedded in these contracts is a demand charge that
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KCP&L's capacity contract customers pay in order to insure that the capacity is delivered . In

other words, they are paying a fee so that plant is committed to fulfill that contract.

Q.

	

Do sales on the spot market have a demand charge?

A.

	

No. Spot sales, also referred to as non-requirement sales or non-firm sales, are

sales of energy and do not carry a demand charge because there is no plant obligated or

required to meet those sales.

Q.

	

Onpage 7, line 3 of Mr. Frerking's rebuttal testimony he attempts to quantify

the effect of incorporating spot market sales into the FERC system demand tests you used in

your analysis . Does this make any sense?

A.

	

Not at all. We are discussing system demand and how fixed costs should be

allocated to the various jurisdictions . For the reason stated above, spot market sales or as Mr.

Frerking refers to them, non-fine off-system sales, while an important source of revenue to

KCP&L, should play no part in this analysis . Moreover since Mr. Frerking could not come

up with a load requirement for spot market sales (such athing does not exist), he uses energy

instead of demand in his calculations . This is a totally incorrect application of the system

demand tests developed and used historically by the FERC to determine a demand allocator

methodology.

Q.

	

What jurisdictional demand allocation methodology (12 CP or 4 CP) did

KCP&L use in its last rate increase case and in its surveillance reporting since that case until

the year 2005?

A.

	

KCP&L used a 4 CP demand allocator in the last rate increase case and a 4 CP

allocator since that rate case in its surveillance reporting up through 2004. In 2005, KCP&L

switched to a 12 CP allocator .
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allocator on the Missouri rate payers?

A.

	

A 12 CP methodology would allocate more plant to Missouri rate payers .

Although there is only a fractional difference in the allocator (4 CP - 53.46%, 12 CP -

53.93%), this difference gets amplified when applied to large costs through out the rate case .

Q.

	

What is the combined effect of KCP&L's recommendation to use a 12 CP

demand allocator to allocate fixed costs and its newly developed "Unused Energy" allocator

to allocate the margin on non-firm off-system sales?

A.

	

KCP&L, in effect, is asking Missouri Tate payers to pay for more of plant and

other fixed costs while receiving less of the profits made from those plants

JURISDICTIONAL ENERGY ALLOCATOR

Q.

	

Mr. Frerking states in his rebuttal testimony on page 9, Ins. 4-5, that the Staff

did not provide a rationale for using the energy allocation methodology for allocating the

margins on non-firm off-system sales. Please comment.

A.

	

I addressed the development and usages of the energy allocator in my direct

testimony starting on page 10 . Staffhas traditionally allocated variable costs using an energy

allocator .

Q.

	

Howwas the energy allocator developed?

A.

	

The energy allocator is based on the annual energy consumption by customers

in each jurisdiction on a MWh basis.

Q. Was there a significant change in the monthly peak demand between 2004 and

2005?

A. No.

Q. What is the effect of using a 12 CP demand allocator as opposed to a 4 CP
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Q.

	

What is the difference between the energy allocator and the demand allocator?

A.

	

The demand allocator is developed using the jurisdictional demands at time of

system peaks and the energy allocator is based on the jurisdictional energy consumed . The

demand allocator is used to allocate fixed costs such as production plant and transmission

facilities, while the energy allocator is used to allocate costs that are variable in nature such as

fuel.

Q .

	

How does the energy allocator represent variable costs?

A.

	

For each MWh of energy consumed there is a proportional increase in the costs

(e.g . Fuel, Operations & Maintenance) used to generate that MWh. Using the MWh sales by

jurisdiction properly reflects these variable cost components.

Q.

	

How was the energy allocator derived?

A.

	

I took the ratio of the adjusted MWhs used by jurisdiction to the total adjusted

MWhs used in all of the jurisdictions on an annual basis .

Q .

	

Does this conclude your prepared Surrebuttal Testimony?

A.

	

Yes, it does .




















