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TRUE-UP DIRECT TESTIMONY
OF
V. WILLIAM HARRIS, CPA, CIA

KCP&L GREATER MISSOURI OPERATIONS COMPANY
GREAT PLAINS ENERGY, INC.

CASE NO. ER-2012-0175

Q. Please state your name and business address.

A V. William Harris, Fletcher Daniels State Office Building, Room G8,
615 East 13 Street. Kansas City, Missouri 64106.

Q. Are you the same V, William Harris that filed direct, rebuttal and surrebuttal
testimony in this case?

A. Yes. | filed testimony in Staff"s Cost of Service Report (COS) dated
August 9, 2012, rebuttal testimony dated September 12, 2012 and surrebuttal testimony dated
October 10, 2012, [ also filed testimony in Staff’s COS dated August 2, 2012, rebuttal
testimony dated September 5, 2012 and surrebuttal testimony dated October 8, 2012 in
Kansas City Power & Light Company (KCPL) Case No, ER-2012-0174.

Q. What is the purpose of your True-Up Direct Testimony?

A, The purpose of my True-Up Direct Testimony is to present Staff’s true-up

position on the issue of off-system sales margin (0S8 or margin).

EXECUTIVE SUMMARY
Q. Please summarize your True-Up Direct Testimony.
Al Unlike any other Missouri jurisdictional electric utility, GMO is consistently

recording negative OSS margins on its books. In this proceeding, GMO used the MIDAS

model to normalize O8S. The model simulates OSS based on the same assumptions used to
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normalize fuel and purchased power costs. The model generates a positive 0SS margin
because it cannot generate a negative margin like the ones recorded on the Company’s books.
If a sale resulted in a negative margin, the model simply would not make the sale. In reality,
GMO makes the sale anyway because, as | will demonstrate later in this testimony, KCPL
{(acting as GMO’s “agent™) has the opportunity to realize retail profit margin on purchases it
makes for GMO while passing the cost of the purchases on to GMO. When GMO sells the
excess power it doesn’t need for system load, often at a loss, it can pass the negative margin
on through its fuel adjustment clause (FAC).

Since the REALTIME Model Staff used does nol simulate OSS, Staff accepted the
modest (but positive) margins generated by the MIDAS model in filing its direct case. The
assumptions GMO has input in the MIDAS model for the true-up case have resulted in a
much smaller margin that is now closer to being negative than it is to being at the fevel filed
by GMO in its direct case. Staff has decided to stay at the direct case level, which is very
comparable to the margin level of the Missouri electric utility most similar to GMO
{The Empire District Electric Company), rather than accept the near-negative margin level
GMO is now requesting,

Q. Did Staff indicate it would true-up OSS margin?

A. Yes. OSS margin was one of the items identified for true-up. In my direct
testimony | stated “Staff will continue to monitor GMO’s off-system data as it becomes
available during the true-up period ending August 31, 2012. At the end of the true-up period.
Staff may propose other appropriate adjustments as necessary.” Staff has continued to

monitor OSS data throughout the true-up period.  Staff reviewed the true-up levels from the
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1] MIDAS model supplied by GMO and found those levels were inappropriate. Therefore, Staff

2] continues to support the level of OSS margin in Staff’s direct filing.

9 p—caiming the marging are driven by sales made from purchased POWET tather thah generetion

10— that-white " KCPL also makes similar sales the effect is not as “apparent’ on KCPEs

11

12

13} testimony that the Trercentage.of OSS from purchases has actually decreased-significantly
14| sincehe profitable Aquila years dm

22 | ~mrtemnsnf capacity-aetuathy-aadercuts GMO's explanation 11at T(5_consistently Tezattve
23 | g A UriveTby-parehasedpowen
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~eensistenitly experience profifable USSMTSpite 01 115 IOHARCE On purchased-power:
AgTmentioned Iy rebutial testimoy wherrproviding 7 st of-simitarites (such-as
~SPF Tembership and implementation T 3N TAC 2007 —Terhaps—tieTTost-appacent
differeITr briween-the-twercompanies-1s GV S refationship with-KCRL.
When-(ireat Plains Energy (GPE) acqui

“Whole by recovering any relaltttess-throush-its FAE
—-Agting as GMO’s agent, KCPL has the opportunity to purchase-pewer-forboth-partfes.
KCPL then has the further opportunityto-tecepthe“primepieccof the-peweramd-pass-the

ess desirable 3] . W : Tou

Overatt GPE-msThe Gpportunity 10 reatze-g-netprofit
e G—Canevou-provide-sroxample?

A, —Acting a5 GMOr s agent, KUPL purchases more BIocks ol purchased power
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stimony of

Gemparable- lem.... GMO (negativer—1—ErMipire Difference over MMRleri—ssser (Underr-EM0
Genecating capacity 2130 MW 1302 Y- —— TN 3402 3)
smimtmest | o, | esee | ouen | cown
MOWH-estd $.520,415 5815365 £2:705:050) 5%
Operating revenue $750,742,827 SEITTS —{$235:466:95—1——80.00%)
QSSE G 33201 L % & 3 o i Vo L33 bt i A
1 - L —

" R ———— TR | el
Margin @ 3/31/2012 | ** ** | $1.016,228 *
Stafs-margin *x ke $1L016228 . | ke B | KK ek
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able above 1S ; e i =
GMO—in—tesms_of_generating capacity, MWH _sold and operating revenue, yet-Ewmpire

~experiences-significantly higher levels of OSS and OSS margin. _In additian, the table shows
thatin-File No FER-2012:0345. Empire requested-a—testeyeartevel-of-O8STmpin-that_is
¥ ** _smaller than the OSS margin Staff+ts-recommending for GMO i s case;-
__which-reflectsatevercomstsent-with-Bmpirc s Tetatvely smaller penerating capacity, NIWH-
—Sales-and-operatimgrevenie.,

Q. Does this conclude your True-up Direct Testimony?

A. Yes it does.

NP
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

)
In the Matter of KCP&L Greater Missouri ) Case No. ER-2012-0175

Operations Company’s Request for Authority )
to Implement General Rate Increase for )
Electric Service )

AFFIDAVIT OF V. WILLIAM HARRIS
STATE OF MISSOURI

)
} 8s.
COUNTY OF COLE 3

V. William Harris, of lawful age, on his oath states: that he has participated in the
preparation of the foregoing True-Up Direct Testimony in question and answer form, consisting
of Qg pages to be presented in the above case; that the answers in the foregoing True-Up
Direct Testimony were given by him; that he has knowledge of the matters set forth in such

answers; and that such matters are true and correct to the best of his knowledge and belief.
o~

/il

“V. William Harris

Subscribed and sworn to before me this ? éé“ day of November, 2012,

b. SUAE MANKN

W - Nelary Seal
of Missoid
Commissioned for Gole Cotatly

My Gommizsion Explres: December 08, 2012
Somnisslon ar. 08412071
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