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REBUTTAL TESTIMONY
of
ROBERT H. GRAHAM

Director, District Commercial Operations
KANSAS CITY POWER & LIGHT COMPANY
Case No. HO-86-139

PLEASE STATE YOUR NAME.

Robert H. Graham,

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS
PROCEEDING?

Yes, I have.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

I will respond to the prefiled testimony of Staff
Witnesses Bernsen, Haskamp and Dahlen contending
that the Company has demarketed its steam heating
system. I will submit testimony showing that even
if the Company had acquired all of the potential
customers in its steam service territory, the
steam system would still mot be a viable heating

alternative for the Downtown area today.

HAVE YOU BEEN DIRECTLY INVOQLVED WITE THE COMPANY'S

HARKETING EFFORTS OF STEAN AND ELECTRIC BEATING?
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¥Yes, I have had responsibilities pertaining to the
Company‘'s marketing functions for the past twenty

Yyears,

WHAT HAS BEEN THE COMPANY'S PROCEDURE FOR
MARKETING ITS STEAM AND ELECTRIC HEATING OPTIONS
TO POTENTIAL CUSTOMERS IN THE STEAM SERVICE
TERRITORY?

Whenever there was an opportunity, the Company
always provided rate information and energy
analysis on both the steam and electric options.
From this inforﬁation and information supplied by
the customer's consultants, the customer selected

a heating system.

WHICH HEATING SYSTEM DID THE ENERGY RATE ANALYSIS
USUALLY FAVOR?

It depended on the type of building and heating
delivery system. As the price of steam rocse and
more efficient heating delivery systems werxe
utilized, the analysis more often favored electric
heat. These analyses did not include
consideration of capital costs or O&M costs other
than the cost of electricity or steam. One energy
analysis completed in 1572 (provided in the answer

to Staff Data a8t ¥p. 32} indicated electric

sieas hest,

heat was about %%
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IF ALL HEATING CUSTOMERS IN THE DOWNTOWN STEAM
SERVICE TERRITORY TODAY WERE CONNECTED TO THE
STEAM SYSTEM FOR HEATING, WHAT WOULD BE THE
RESULTING INCREASE TO THE COMPANY'S EXISTING STEAM
LOAD?

We have previously provided in the answer to Staff
Data Reguest No. 578 information concerning the
amount of additional steam load which would have
resulted from acquiring all the new buildings in
the Downtown area (beginning with the City Center
Square building in 1977) as customers for the
steam sSystem. | As that Data Regquest answer
indicates, the additional load would have been
38,288 Mlbs. For urposes of this rebuttal
testimony, we reviewed all ©possible heating
customers in the steam system territory and
estimated that the acquisition of ali possible
heating customers in the area would result in an
increase of 98 customers (10 new buildings. 54
buildings lost to gas and electric heating, and 34
buildings always gas) and approximately 255,283

Mlbs. in sales annually.

CAN YOU GIVE AN IDEA OF TEE EFFECT TO THE AVERAGE
COST PER NL.B. OF ADDING TEIS INCREASED STEAM LOADY
Mr. Levesgue in his rebuttal testimony presented a
aodified versicn of Saff Witsess Dahlen’s




10.

11.

12.

13.

14,

15.

16.

17.

18.

19.

20.

21.

Q-

Page 4

economic aralysis of the cost of steam for Staff's
long~term rehabilitation scenario. Undexr this
revised long-term scenario, the cost of this
additional 255,989 Mlb. of load would result in an
average price per Mlb. of $13.65 ($15.16 without
National Starch), which is a $3.61 per Milb,
reduction from the cost per Mlb. resulting from
Mr. Levesque's original modifications to Staff's
long-term rehabilitation scenario. Exhibit
No. (RHG), Schedule 1 presents the results
of these modifications to Staff's 1long-term
rehabilitation scenario with National Starch, and
Schedule 2 presents the results without National

Starch.

EVEN AT THIS $13.65 COST PER MLB. OF STEAM, BASED
ON THE INCLUSION OF ALL POTENTIAL CUSTOMERS IN THE
STEAM SERVICE TERRITORY, WOULD THE STEAM SYSTEM BE
VIABLE TODAY IN THE DOWNTOWN AREA?

Based on the Downtown Steam System Conversion
Study (Exhibit No. __ (BJB), Schedule 1), any
steam cost per MNMlb., over $12 would a0t be
competitive today with other forme o©of bheating.
The significant nusber of customers converting
from steam, or deciding mot to go with steasm, oOver
the past few yvears indicates that stean has not

been competitive at £1¢ pey B1b. or less.
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DOES THIS ADJUSTED COST OF 613.65 PER MLB. OF
STEAM REFLECT ANY CAPITAL COST OF SERVING THIS
ADDITIONAL 255,989 MLB. QF LOAD?

No. Based on Staff Witness Miller's costs, we
have estimated that service entrance, line
extension, customer PRV stations and boiler
necessary to serve tlese 98 additional new
customers to the system would cost over
$3,000,000. This cost would either have to be
borne by the customer or KCPL. To give an
indication of the effect this necessary investment
would have on the price of gteam, Mr. Levesdgue
included the effects of this investment in his
revised version of Staff's long-term
rehabilitation scenaric, The results are
displayed in Exhibit No. ____ (RHG), Schedules 3
and 4, which shows that this capital cest would
increase the price to $14.51 ($16.03 without
National Starch) per Mib.

I'd also 1like t© point out that these
analyses assume that all potential custcmers are
physically able to use steam service in their
buildings, that they are all able to comvert to
steam service at po co8t, and that it woulé be
advantageous Lo convert to stess service. This
is, of course. highly unrealistic snd underscores

the fact that,

rite the
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additional potential customer load which could be
gained by marketing efforts is nowhere near

255,989 Mlb.

TO YOUR KNOWLEDGE, DURING THE PAST FEW YEARS, HAVE
ANY STEAM CUSTOMERS LEFT THE SYSTEM FOR REASONS
OTHER THAN ECONOMICS?

Aside from the wrecking ball, I know of no reasons
other than economics. Even at the Company's
current steam rate of about $10 per Mlb., steam
has not been competitive in many instances with

other forms of heating energy.

WHY HAS THE COMPANY NOT SOUGHT TO EXTEND THE
SYSTEM OUTSIDE THE DOWNTOWN SERVICE TERRITORY TO
OTHER HIGH LOAD CUSTOMERS SUCH AS NATIONAL STARCH
{FORMERLY CPC)?

According to Staff Witness Miller's testimony,
extensions to the steam distribution system would
be made at $455 per foot, and this cost assumes
that the system would not be extended across
bridges, highways or other difficult terrain. The
extension ©of the system across to RKatiomal S8tarch
{formerly CPC) cost over $3,.000,000, which wss

paid by C®C. There are and were no other

the Dowmtown ares

potential customers
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witih sufficient load to make an extension of the

st.am system feasible.

Is

‘fHE  CONCLUSION BY STAFF THAT THE COMPANY

&. DENARKETED STEAM SINCE 1972 CORRECT? _

5. A. No it is not. Staff has apparently misinterpreted
6. my internal memo supplied in answer to Staff Data

7. Request No. 632. The statement in that memo that
8. steam might not be available for the project was
9. not thz Company's position on supplying steam to
10. new customers, but instead, reflected operating
11. constrairts at Ehe time. Grand Avenue Station, at
12. that time, was wused primarily €for electric
13. generation and was important in supplying
14, electricity to the Downtown area. To the extent
15. s’ eam was available from the Station, it was used
16. to rect the demand from steam customers. The old
17. 4 .pezheating stations wused to supply low
18. pressure steam were operating at or near their
19. cHpacity. It was necessary to consult our

interral operating personnel concerning these

restric~tions before we could commit to new

sustomers,

The Cowmpany has, in fact, conmected slightly

2%, wore steam heating customers than electric heating

<ustaers since 1970 including Lthe comnection of a
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»
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A.

large industrial customer National

{formerly CPRC).

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes.

Page 8
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APFIDAVIT
STATE OF MISSOURI )
) 85,
COUNTY OF JACKSON )
Robert H. Graham, being first duly sworn, on his oath
states: that he has participated in the preparation of the
foregoing written testimony, in question and answer form,

consisting of __ﬁ_ pages, 1o be presented to the Public Service
Commission of the State of Missouri in Case No. HO-86-139; that
the answers therein contained were given by him; that he has
knowledge of the matters set forth in said answers; and that such

answers are true to the best of his knowledge and belief,

Subscribed and sworn to before me this 2nd
April , 1987.

My Commission Expires:

BEYIY enas
BOTARY rowes o L

 Septcmber 28, 1988

Beoyn e
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