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Q. 

A. 

REBUTTAL TESTIMONY 

OF 

MATTHEW J. BARNES 

KCP&L GREATER MISSOURI OPERATIONS COMPANY 

CASE NO. ER-2012-0175 

Please state your name and business address? 

My name is Matthew J. Barnes and my business address is Missouri Public 

131 Service Commission, P.O. Box 360, Jefferson City, MO 65102. 

14 

15 

Q. 

A 

What is your position at the Commission? 

I am a Utility Regulatory Auditor IV in the Regulatory Review Division, 

161 Tariff, Safety Economic and Engineering Analysis Department, Energy Unit, Resource 

171 Analysis Section. 

18 Q. Are you the same Matthew J. Barnes that contributed to Staffs Cost of Service 

191 Report ("COS Report") filed on August 9, 2012, and to Staffs Rate Design and Class Cost of 

201 Service Report filed August 21, 2012? 

21 

22 

23 

A. 

Q. 

A. 

Yes, I am. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to address GMO witness 

241 Mr. Tim M. Rush's Fuel Adjustment Clause ("FAC") direct testimony in which he requests 

251 the continuation of the Company's FAC without modification. I provide rebuttal testimony to 

261 support Staffs position that the current sharing mechanism is not enough of an incentive for 

271 GMO to keep fuel and purchased power costs down. 

28 GMO's Fuel Adjustment Clause Sharing Mechanism 

29 Q. Did GMO provide justification for keeping the current 95%/5% sharing 

30 I mechanism as part of its direct case when requesting continuation of its current F AC? 

31 A. No. 
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Rebuttal Testimony of 
Matthew J. Barnes 

Q. Does the 95%/5% sharing mechanism in GMO's current FAC provide GMO 

21 with the necessary incentives - in the short term - to keep its fuel and purchased power cost 

31 down? 

4 A. No. I provide several examples in Staff's COS Report to illustrate that GMO 

51 is not properly incented by the 95%/5% sharing mechanism- in the short term- to keep its 

61 fuel and purchased power costs down. 

7 Q. Does the 95%/5% sharing mechanism in GMO's current FAC provide GMO 

81 with the necessary incentives - in the long term - to keep its fuel and purchased power cost 

91 down? 

A. No. 

Q. Why not? 

10 

11 

12 A. For the reasons I provided in Staffs COS Report. Also, during its limited 

131 review of GMO's Chapter 22 triennial compliance filing in File No. E0-2012-0324, Staff 

141 identified the following concern which it related on pages 20 through 22, in its report filed on 

15 September 6, 2012: 
16 GMO's capacity balance sheets in the Chapter 22 filing continue to reflect an 
17 overreliance on PPAs in order to meet the 12% capacity margin requirements 
18 of the Southwest Power Pool ("SPP"). Graph 1 below contains the additional 
19 PPAs in the capacity balance sheets of GMO's candidate resource plans 
20 expressed in megawatts ("MW"). Graph 2 below contains the additional PP As 
21 in the capacity balance sheets ofGMO's candidate resource plans expressed in 
22 percent (%) of required capacity. GMO's required capacity in 2012 is 
23 ** ** and increases year-by-year to ** ** in 2031. 
24 Required capacity includes the 12% capacity margin requirement of SPP. The 
25 dotted line in Graph 1 and Graph 2 is for the adopted preferred resource plan, 
26 Plan ACCG9, and the dashed line in Graph 1 and Graph 2 is for Plan ACCG8. 
27 Plan ACCG9 is GMO's allocated portion of combined company Plan AJDC2, 
28 and Plan ACCG8 is GMO's allocated portion of combined company Plan 
29 AGDC2. 
30 
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Graph 1 & Graph 2 

Are Deemed 

Highly Confidential 

In Their Entirety 
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Rebuttal Testimony of 
Matthew J. Barnes 

1 Graph 1 illustrates that GMO's adopted preferred resource plan, Plan ACCG9, 
2 includes additional PPAs that range from** . _____ **for 
3 years 2014 through 2020. 
4 
5 Graph 2 illustrates that GMO's adopted preferred resource plan, Plan ACCG9, 
6 includes additional PPAs as a percent of required capacity that range from 
7 ** **for years 2014 through 2020. 
8 
9 Addendum B is a "History of Staff's Position Regarding GMO's Capacity 

1 0 Additions Since 2000" and Addendum C is the Company's capacity balance 
11 sheet for its adopted preferred resource plan in GMO's 2009 Chapter 22 
12 triennial compliance filing (File No. EE-2009-0237). Staff has contended 
13 since 2004 that GMO's reliance on short-term PPAs is short-sighted. This long 
14 term plan shows a continued overreliance on short-term additional PPAs for an 
15 extended period of time. This reliance on short-term PP As is unnecessarily 
16 risky for ratepayers when compared to a plan to putting steel-in-the-ground. 
17 This is especially true for GMO's customers, since GMO has a Commission-
IS approved fuel and purchased power adjustment clause ("F AC") in which 
19 customers are responsible for 95% of the difference between GMO's actual 
20 total fuel and purchased power costs plus emissions allowance costs less off-
21 system sales revenue and GMO's base energy costs (which are billed to 
22 customers as a result of rates set by the Commission in the Company's last 
23 general rate proceeding). 
24 
251 Addendum B and C can be found attached to this testimony as schedules MJB-Rl and MJB-

26 R2 respectively. 

271 This additional evidence provides further support for Staff's position that GMO is not 

281 properly incented by the current 95%/5% FAC sharing mechanism to keep its fuel and 

291 purchased power costs down in the long-run and opposition to GMO's proposal to leave the 

30 I sharing at 95%/5%. By planning to continue to rely on short-term PP As at market prices to 
y 

311 meet capacity in the future, GMO is unnecessarily introducing price risk to its long-run costs 

321 compared to putting steel-in-the-ground. Since GMO can pass through fuel and purchased 

331 power costs in its FAC this risk is transferred to GMO's customers. Increasing the sharing 

341 mechanism will move some ofthis risk to the Company. 

35 Q. What recommendation did Staff make in its Staff Report in File No. 

361 E0-2012-0324 to resolve Staffs concern? 

4 NP 
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Rebuttal Testimony of 
Matthew J. Barnes 

A. Staff made the following recommendation in its Staff Report on pages 20 

21 through 22, in File No. E0-2012-0324: 

3 To resolve Staffs concern, GMO should only include short term PPAs in its 
4 20-year candidate resource plans' capacity balance sheets at a maximum 
5 amount of four percent (4%) of its required capacity annually. The longest that 
6 time period over which GMO should plan on relying on short term PP As to 
7 meet its capacity requirements should be three (3) years. During this time 
8 period the Company should be constructing new generation or entering into 
9 contracts for long-term firm base, intermediate or peaking capacity in excess of 

10 four percent (4%) of its required capacity annually. 

11 Q. What is Staff's recommendation concerning GMO's FAC? 

12 A. Staff continues to recommend the Commission change GMO's FAC sharing 

131 mechanism to 85%/15%. Staffs evidence in this case supports its position that by changing 

141 GMO's FAC sharing mechanism to 85%/15%, the Company will have the incentive to 

151 properly keep its fuel and purchased power costs down. 

16 Q. Does this conclude your rebuttal testimony? 

17 A. Yes it does. 

5 
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History of Staff's Position Regarding Fila No, ) E~ - 4Ml-tQ3 4 

GMO's Capacity Additions Since 2000 

In 2000, Aquila, Inc. ("Aquila") entered into a five-year purchased power 

agreement ("PPA") to obtain capacity and energy from the exempt wholesale generator 

Aries Plant owned by Aquila Merchant and Calpine. At the time when Aquila was 

planning to replace the power and energy provided through this agreement, Aquila met 

with Staff and the Office of the Public Counsel twice a year to update them on Aqui1a' s 

resource needs and plans to meet those needs. The only infonnation given to Staff at 

those meetings was Aquila's presentation material. St.affprovided feedback based on the 

presentation materials and statements made during the presentations. Staff did not do a 

fonnal or infurmal review of the resource plan updates presented at the meetings. 

Sometimes, if Staff fek that it was warranted, Staff would respond to Aquila after a 

meeting by a tetter expressing its concerns. 

Aquila issued a Request For Proposals ("RFP") in the spring of2001 fur capacity 

for the delivery of energy in June 2005. The proposals Aquila received included 

purchased power offers respecting merchant coal, combustion turbine (''CT") and 

combined cycle (''CC") plants. However, the electric industry changed considerably 

when Aquila was reviewing the proposals in 2002, so at the urging of Staff, Aquila 

reissued the RFP in early 2003. At the June 26, 2003 resource planning update meeting 

with Staff and Office of Public Counse~ Aquila presented the results ofits analysis of the 

bids it received from this second RFP. 1nc1uded in the responses were proposals fur 

wind, coa~ CTs, and CCs. All of the proposals except one were purchased power 

agreements. Aquila reviewed the bids and then contacted neighboring utilities to see 

1 
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what other supply orttons nu!_!ht be av;uluhlc. All of the proposals. including U\'!lilable 

capaclly that Aqmla lt•amcd of from talking with neighboring utilitie.<i, were evaluated 

against the option of Aquila hutlding a CT:CC plant. 

At this June 26, 2003 m ... ·cting, Aquila h1ld Statfthat an ·•undisclns<.:d'' bidder had 

<1flcrcd it an cxccllcnr bid f(,r 600 M\A/, hut Ac.tuila could not tell Staff much abrtUI the bid 

at thnt time. Bccaust• this would be mor~ than enough to cover its nct..'(ls, Aqutla felt that 

ru1 other capacity wa.o;. nco .. h."'.L Statr tiled rchuual testimony on Scptt.mhcr I 0, 2003 in 

EF-20Ctl-()465 stating its cnnn'T1t'> rcgan!mg Aquila's need to replace the Aries con!ract 

Staff learned in a data rcqu~1 response frnm Aqmla in this case that this hid withdrawn 

and n suostttutc proposal was nnl ofTcn.xi lo Aquila. 

On January 27, 2004, Aquila again met \lr'ith Staff. this time not in a resource 

planning mc:eting. but in a meet mg I\) h:t Stt.1tr know about Aquila's JlO'"''cr supply 

a~uisition proc<:.o.s~ ti.)r the ncxl fivt• years. inthil~:~ 

~ihldt.orti';rm:WI&to·btilld~-iilll~iiO 

llfl.fiJIIIQI;rpAS';~otfofiliC)ildjjJi~-~ Staff wns amcl~l.-d 

regarding the sh(lrt~lenn naturt· of Aqtnla·~ prctcrrcdiproposed plan, ~o three days later 

on January JO. 2004. Statrrc~pondt'd wuh a leiter to Mr. Dennis Williams of Aquila in 

which Stan: expressed its concern regarding Aquila's short-sightedness. StatTnlso 

explained in the letter that it~w.ai ... SttJrilijifr.(tbaf 

£:~~~A.._. uila s&Ufa·t.MJ:ieeo 'C)~~liiilillf~c~~-~ · ' MM~QJ. . . . 4 . . . D!!".'· . me ~--· . . . . ... . ... ~wm. 

tUi 

AqUila met with StJff nn Fchru.uy 9. 2004 to provide its semi-annual resource 

update. This update, which lll(lk mtu cort~idcralton events over a twent)··year time 
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hori1on. sht•\\'t'\i t h~tt Ai.jutht • ~ lt>ast C(ISl plan was In build li\'e I OS MW C'Ts in 2005 and 

to purchase a small anlilllllt of capacity on till' nmrkcl in 2005. Then. b<..~"'ecn 2005 and 

2009. Aquilu would meet its growth thrPllgh pun .. ·ha.o;;t-s nn the market; build aCT in 2009 

and another in 2010. It also called for Aquila h~ pursue base lnad capacity fbr 2010. 

Aquita·s prrfcrn'I:J pbn LliiTl'red from the lt"<t'l ~.'n!->1 plan only in that mstead ofhuilding 

five 1 OS MW C'l.; m 2005. Aqt1ila w(luld build three.~ l (J5 MW CTs in 2005 and enH .. -r iniO 

a 200 MW PP t\ 111 2no5 

At llw next S('l11HII1nual update''" Jllly 9. 20()4, Aquila still showt-.d that the five 

lOS MW Cis plan \\;t-. 11.--.:bl cost: howe<vcrtht~ three 105 MW CTs with PPAs was still its 

preferred plan. ;\qulla had li1lmd a very gfhHf 75 \1\V PPA \•lith '1\chra,.ka Public Power 

District ("'t\PPD"l. hut it \vas still pursuing the other PPAs upon which it had received 

hids. At suhst:qUl'lll rcs.ourcc planning update meetings Aquila pmvidl.-d updates on the 

three l O:; ~1\V CT:s <tnd .·\qutlt.~'s pursuit nf PP:'\s. Other than the 15 MW PPA with 

NPPD. Aquila "a" unaille to enter mto a PPA of more than a tew month." duration. 

Aquila lhllnwl't.l its prclcrred plan hy hudding three I OS MW CTs at its South 

Harper site ncar th,· ( ·,,Y <lfPc~.:uliar and llifithiJ'ilitQ:I;~"-151fet 

~6'.1.'' w'tci-,;.:;.-~ ;;:.:;~~-~~:inf & ,._,li.''M owned b 'A uila . --110 ..... ~Y~-""-- .1 m~. _,_,a... ; q 

Merchant • the :;oo \1\\' Cw:-.~road« plant in \ti-.sissippi- lo meet its capadry needs ~or 

2005. 

In Aquilil's. first general clcctri~ rate nH.:n.·•tsc case after the expiration nfthc Aries 

PPA, Case Nn. FR-20fl5~04)6. Stafl ••s.scrtl~l thai. given the int(mnation available to 

Aquila from its rc'i-IH.rt:c p!annmg pru~.:c.;s when Aquila decided how it would replace the 

powt..T it was nhtammg lhmu~h the Ancs capa~lty contract. Aquila shnuld have built fi\·c 

' Schedule LMM· l 
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105 MW CTs. In that case, it \Vas Staff's position that utilities should carefu1ly do risk 

and contingency analysis of their resource plans and chose a resource plan that is robust 

across many scenarios of pnssihlc future events. That is still Statrs position. Prudently 

building and owning gl~ncration. whether it i!> base load, intermediate or peaking, 

provides price stability f{1r ~·tissouri consumers. PPif:«i~J®llllif~ijjJ}imiJJi 

r•·'-~lift·iliali-bl.did' --·- ... ·- ~1(_· ,.,. 't.he h :._ ..• .,.,#J&.;;,..cs.''tl.~":l.«~t::i"'''::.l,~";:;.U;.,.t 
1.r...... . .. •. · .... mg~en~oq J.tl. ..s. Qrt~,qa&::ic:¥~'lt~~..A~ 

i~Qlifit~iii~tfitci;~~~iti: ~ci~:n~~Iiti'JSlP.mtlaf:lirtiP&fitlt!i\t.:lliG 

~tifl~~]n tUmd} It was StatT position that. instead of relying on short-tenn 

PPAs, Aquila should have had five 105 MW CTs built by 2005 and that it then \\'ould 

have had that capadty •tvttil"hl\~ to serve its customers tor the next thirty years. 

This was the tirst case, Case No. ER-2005-0436, where, in lieu of costs hased on 

Aquila's three I 05 :\1\~' CTs South Harper power plant and a purchased JX>Wer 

agrcemenl, StafT included the L·osts ora new !'.itc with five installed 105 MW CTs in its 

cao;e to approximate a sclf-huild oplion fbr MPS. At that time there was ongoing 

litigation involving the South Harper power plant, Cib~--·~~~jf~fi{p 

~W:\Verj:QhttaititO:iriid:ti:ca])~lj~p.eou; The parties in Case No. ER-2005-

0436 entered into a Stipulatinn and Agreement regarding fuel and purchased power 

expenses. The Stipulation and Agreement wa.-; silent regarding how Aquila should meet 

its capacity requirements. 

In Aquiln's next rate inncasc case. Case 'No. ER-2007-0004. ~wiiidil 

:u~~illcnhr.ee~fosJ;t\v.etS:at'SOllthH~Q~+t;"~:.'pO:li.f' Due to A uila's ~~>V,IJ ..... . · . . .... · -~ ~t"""'r. -- . _mlt ~Oft. q 

continued litigation regarding the South Harper pov. .. cr plant, in this case Stntl'look the 

position that Aquila should hav~ huill five !OS MW CTs in 2005 tn meet its capacity and 

4 
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energy needs, which was consistent with Staffs position in Aquila's preceding rate case. 

In this case Staff and other parties entered into another Stipulation and Agreement 

regarding fuel and purchased power expenses that was silent on how Aquila should meet 

its capacity requirements. 

Staff's position remained that Aquila should have built five lOS MW CTs early 

enough to meet its capacity needs in 2005. In 2008, Section 393.171 RSMo. was passed 

which allowed the Commission to grant Aquila a certificate of convenience and necessity 

( .. CCN") for South Harper and the substation associated with it. The Commission 

granted Aquila a CCN for South Harper and the substation effective March 28, 2009 in 

Case No. EA-2009-0118. 

Aquila obtained this CCN during the pendency its next rate increase case (Case 

No. ER-2009-0090). By that time Great Plains Energy had acquired Aquila and 1;md 

renamed it KCP&L- Greater Missouri Operations Company ("GMO"). Once the legal 

issues surrounding South Harper were resolved and the Commission had granted Aquila a 

CCN for South Harper, Staff's position changed and Staff included the capacity and 

running costs ofthe three 105 MW Cfs at South Harper in its cost of service 

determination for GMO, but Staff maintained its position that Aquila should have built 

five 105 CTs in 2005, not three. Again, in Case No. ER-2009-0090, Staff and other 

parties entered into another Non-Unanimous Stipulation and Agreement regarding fuel 

and purchased power expense which was silent on how GMO should meet its capacity 

requirements. 

As a part of this Non-Unanimous Stipulation and Agreement filed on May 22, 

2009 in Case No. ER-2009-0090, GMO did agree to provide an analysis to be conducted 
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( . 
by GMO regarding the Crossroads units and capacity additions for the Company. GMO 

provided this analysis to Staff and parties on May 31, 2010. This study was based on 

adding capacity at 2009 costs and included the generic Cfs at 2009 costs. However, the 

time GMO needed capacity was the summer peak season of 2005, at the same time as 

when the Aries PPA expired. Aquila's least cost plan was to build five CTs instead ofthe 

three Aquila built at South Harper to be in service during summer of2005. So GMO's 

analysis provided to Staff on May 31, 2010, was not useful for detennining the prudency 

of Aquila's actions in 2005. 

Staff Expert: Lena M. Mantle 
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