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PREPARED TESTIMONY
oF
CARY G. FEATHERSTONF
KANSAS CITY POWER & LIGHT COMPANY
CASE NO, HO-86-139

Q. Please state your name and business address.

A. Cary G. Featherstone, University Towers II, 700 East Eighth
Street, Kansas City, Missouri.

Q. By whom are you employed and in what capacity?

A. I am Accounting Manager of the Kanaas City Office of the
Missouri Public Service Commission (Commissiom).

Q. Would you please describe your educational background?

A. 1 graduated from the University of Missouri at Kansas City
in 1976 with a Bachelor of Arts Degree in Economics with an emphasie in
Accounting.

Q. What has been the nature of your duties while in the employ
of this Commission?

A. I have, under the directiom ¢f the Chief Accountant, Utility
Division, ossisted with auvdits and examinativns of books and records of
public utility companies operatiug within the State of Misscuri with
Tegard to proposed rate increases.

. Fave you previocusly filed cestimcmy before this Commission?

A. Yes, I have.

Q. Eave you prepaved oo appendix o this testimouy detailing
voutr invelvemsnt in Missceri vate cases?

&. YTas. Schedele I to this testimeny Iz 2 suwmaTy of Tate
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. WHave you assisted in the audit of any other Missourl rate
caseal

A. Yes. I have alsc assisted in the audit of the following

| Missouri rate cases:

Case No. TR-86-14, ALLTEL Missouri, Inc.

Case No. TR~86-55, Continental Telephone Company of Missouri

Case No. TR-86-63, Webster County Telephone Company

Case No. GR-86-76, KPL-Gas Service Company

Case No. TR-86~117, United Telephone Company of Missouri

Q. With reference to Case No., HO-86-139, have you made an
examination and study of the books and records of Kansas City Power and
Light Company (KCPL or Company)?

A, Yes, with the assistance of other members of the Missouri
Public Service Commission.

Q. What were your areae of respcnsibility in the matter of the
investigation of service rendered by the Kansas City Power & Light
Company?

A, My areas of responsibility in this proceeding include
determining the appropriate level of imcome tax expense and of deferred
tax reserves used as an offset to rate bese which should be considered in
the quantification of the revemue requirementz, as weil as providing
information on the results of Staff's invesiigatiom of KCPL's proposal

concerning its Central District Heating System. I will alsc provide an

|| cutline of the Staff witmesses participatimg in this proceedisg.

OUTLINE OF STAFF UITHESSES—Revenws Reculrement

Q. Pleass describe the sreen the verisws 5taff witoesses will
be sddvessing im thedr prefiles direct: testimeny.
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A, S8zaff's investigation into the taviif filing wes broken down

into two separate activities. First, Steff had to determine the overall
%itcwenu; requirement sssociated with KCPL's steam utility operatiouns.
z?S:nff also had to investigate the merits of the Company's proposal to

| phase-out and discontinue the Downtown Central District Heating System. I

will address the areas covered in the prefiled direct testimony of various
Staff witnesses with respect to the proposed phase-out and discontinuance
of the Central District Heating System later in my testimony.

Q. How did Staff develop the revenue requirement associated
with KCPL's steam utility operaticns?

A. Staff examined the various revenue, expense and investment
components of the steam utility operations at KCPL. Utilizing a test
year, Staff. made adjustments and annualized the various corponents to
deternmine the resulting revenue vequirement. The following Staff members
developed the stesm utility operation’s revenue requirement.

Steff witness Sharon K. Whnite deiermined the level of annualized
steam revenues. Ms. White was also responsible for developing the steam
utility rate base investment of plant im service amd depreciation reserve
and for quantifying the appropriate lavel of depreciation and property tax
expense.

Staff witness Gary A. Kuemsting is responsible for the
determination of arn annualized lavel of fuel expense ccusistent with the
level of steam revenues. KRe alsc will be sddressing the proper level of
fuel inventories to be included in the 2%ese wiilitly rate bass investsent.
Hr. Ruensting cesntified the allocsties of elecivic plame snd expenses o
the 2tese wtility opeveticss.

Seaff witesss Elissbesk 4. Brsmdel will
satisn of pavrell & o
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responsible for the calculation of the Cash Work‘mg Capital component of

stean utility investment as well as Materlals and Supplies and

Prepayments.

Staff witness Larry G, Cox 1is respomsible for determining an
appropriate level of Operation and Maintenance (0&M) expense for non-wage
and non-fuel costs and determining the proper allocation of property
insurance expense for the steam utilicy operations.

As stated previously, I am responeible for the calcuiation of
income tax expense and the deferred tax reserve offset to rate base.

Also, Staff witness Bruce Schmidt will be providing testimony on
the appropriate rate of return KCPL should earn on its steam utility
investment.

Test Year

Q. What test year has Staff utilized in this case?

A. On XNovember 3, 1986 Staff flled its recommendation
concerning test year with the Commission. In that document, Staff
recommended the test year in this case be the twelve months ending
December 31, 1985 adjusted for known snd wmcasurable changes as
appropriate. In the course of its audit, Staff determined that the
appropriate period for known snd measurable &djustm:;ts would be through
December 31, 1986. Staff has adjusted rats base imvestment, revenues and
experses through the end of calendar year 138§,

Q. What is the purpose of & test year?

4. The purpese of & tvest vesr is o develop velaticeships

2 process. 1% oTder to

level «f wrilicry vetss. S5teff ezasises several
Thesa jselude Tets bhase (teme ssch es plamt
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materisls and supplies, prepayments, and cash working capital.

reviews and/or annualizes operating revenves, operating expenses,

between rate base, revenues and expenses in order for a public utility to

It is dimportant to maintain a representative relationship

have an opportunity to earn a fair and reasonable rate of return. An

gcaff also

E’dnptceiation expense, property tares, income taxes and the rate of returnm.

attempt is made in the regulatory process to set rates te properly reflect

the levels of investment and expenses necessary to serve a customer base

which provides revenues to the utility. As stated at page 6 of the

Commission's Order in KCPL's 1983 general electric rate case, Case No.

ER~83-49:

expenses and investment at a tize a8 close &s possible to the period the

[tlhe purpose of using a2 test year i1is to create or
construct a reasonable expected level of earnings, expenses
and investments during the future period in which the
rates, to be determined herein, will be in effect. All of
the aspects of the test year operaticns may be adjusted
upward or downward to exclude unusual or unreascrable
items, or include unusual items, by amortization or
otherwige, in order to arrive at a proper allowable level
of all of the elements of the Company's operations. The
Commission has generslly attempted to establish thoce
levels at a time as close 2= possible to the period when
the rates in question wiil be in affect. ’

Q. Has Staff attempted to estabiish the level of earnings,

rates in question will be in effect?

December 31, 1986, Staff reflected changes to the level of earmings,

A. Yes. By adjusting the calendar year 1985 test vear through

expenses and investment to the most corrvent iaformation aveilsdle.

&. I a» spomscrizg Accowncimg Sahadules 19 amd 16,
Q. "at is e perpese of dac i% a=d 167
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4. Accounting Schedule 15 deplcts Staff's calculation of income

tax expense utilized in detersiunstion of the revenue requirement

;fanieciated with KCPL's stesm utility operations. Accounting Schedule 16
;;dttlill the calculation of annualized interest expense and capitalized

; interest which are used as deductions in the income tax calculationm.

Q. What Accounting Adjustments are you sponsoring in this case?

A. 1 am spensoring Accounting Adjustments Nos. $-10, S-12, S~13
and S-14.

Q. Please explain Accounting Acdjustment S-10.

A. Accounting Adjustwent S~10 annualizes current income taxes
consistent with the level of taxable income determined by Staff's adjusted

level of cperatiouns and ta&s

1

Accounting Schedule 12, and the Income Tax schedule, Acccuniting Schedule
15.

G. What is the purpose of Acccunting Adjustment S-127

A. Accounting Adjustment £~-12 arnualizes the provision for
deferred income taxes at a composite tax rate of 47.69%.

¢. Explain Acccunting Adjusztments S-13 and S-14.

A, Accounting Adjustmeat $-13 smortizes the "flow-back" of
deferred income taxes previously provided by the ratepavers. Accounting
Adjustzent S-14 is the amortizatiom of the "flow-back™ to the ratepayers
for Investment Tax Credit (ITC).

Q. Referrimg to Accowntimg Schadele 16, how did the Staff

| calculate the ampvalized deductiecn fer imtereas?

&, Staff calcmiated inmterssi by appivisg the tetal Compeny
waighted coet of dedt, as detarsioad by 30aff wirtwess Scdwmidt, o tThe
: 16 showe the calcslatism

$zaff’as adluated ate dass. dcovesting S

of the Staff’s incevest L B 5 - BB 7 of

- =
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:>A&¢enntin; Schedule 16 represents total annualized interest used by the

Staff to calculate income tax expense and is comprised of both interest

%;cxpanao and capitalized interest.

The first line shown on Accounting Schedule 16 represents
Staff's adjusted steam utility rate base taken from Accounting Schedule 3.
Line 2 is the weighted cost of debt as determined by Staff witness
Schmidt. This percentage is multiplied by Staff's steam utility rate
base, including both direct and indirect, Line 1, to compute Staff's
annualized interest expemse deduction.

Line &4 of Accounting Schedule 16 represents the December 31,
1986 construction work in progress (CWIP) balance to which the weighted
cost of debht is multipled to compute the capitalized interest cemponent of
the interest deduction. This balance is adjusted for construction
relating to the test project electric toilers which has not been included
as part of the steam utility rate base since Staff asserts that these
customers are electric customers. The adjusted balance is shown on Line &
of Accounting Schedule 16. It 1s necessary to include CWIP in the total
annualized interest calculation so that the total deduction will include
the current tax deduction for capitalized interest.

Q. Wwhy 1s it appropriate to compute the antualized interest
expense deduction using the methcedology as described?

A. The methodology employed by Staff iz merely a

synchronization of a tax deduction fer Imterest with the imterest the

f ratepayer is Deing required to prowide the Cospasy through rates. Sioce
: Tevenue Tegquirerent is devived through the spplicatisw of a rate of return
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In essence, the Cospany's rates ave designed to affoyd the Company the
YPPOEtuURity to earn the computed return snd therefore the ratepayer should
%xcccxvn the benefit of an interest deduction equal to the amount paid by
the ratepayer regardless of actual or estimated Company payments.

Q. 1Is taking a deduction for capitalized interest the same as
the treatment Staff gives to the other capitalized items?

A. Yes. Taking capitalized interest as a deduction to income

taxes is the same as taking capitalized property taxes, pensions and
Q |t payroll taxes as a deduction.

10 Q. Vhat 18 the source for the Staff's deductions for

11 {] capitalized property taxes, pensions and payroill taxes as shown in

12 || Schedule 15, Calculation of It;come Tax Expense?

13 A. The amounts are allocaticns of the Staff's total annualized
14 |i property taxes, pensions and payroll taxes which relate to comstruction
15 |l activity. These amounts were provided by Staff witneasses White and
16 || Prandel.

17 Q. FHow did Staff determine the deducticn for tax straight line
18 }| ~ direct?

19 A. Staff determined the amouut of tax straight line

20 ‘depreciation that directly relates to steam uvtility operatioms by applying
21 || the composite book depreciation rate based on existing rates to the tax

22 | basis of Grand Avenue and heating distributicm plant.

Q. What aze the deductices for the indirect portiom of tax
straight line, excess tax Jdepraciacics, dividends paid credit, removal

¢o8ls, and sales promoticn expense amortisaties?

2 5y the Commission’s Order in
ECEL'e Wolf Cresk rate case, Tase To. T0-835-18%5. & pornics ef these
irestly te the staam «2iiicy persticss.
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Q. How did Staff determine the level of deferred tax reserves

which were taken as su offset to steam utility vate base shown on

| Accounting Schedule 317

A. The deferred tax reserves directly assigned to steam utilicy

| operations are the December 31, 1986 levels relating to Grand Avenue and

steam heating distribution plant. The deferred tax reserves for the
indirect portion represent the levei of total Company electric deferred
tax reserves determined by the Commiseion's Order im KCPL's Wolf Creek
rate case, Case No. E0-85-185, allocated to steam utility operations.

Q. Why did Staff allecate a portiom of electric operations to
the steam utility operations?

A. Staff witness Kuensting discusces this in his prefiled
direct testimomy.

Q. Has Staff reflected the effects of the Tax Reform Act signed
into law October 22, 19867

A. No. Staff has not reflected the effects of the Tax Reform
Act on the revenue requirement in this case. However, Staff has
determined the revenue requivement izpact of “Tax Reform" and is providing
this information to the Commission.

Q. What were the changes tc income taxes as a result of "Tax
Reform?™

A. Although there were pumercus chapges to the tax systewm, the

principal changes to the calculacics of incme texes as a result of "Tax

Reforn” was a reducticm of the curporate fedexal imcome tax rate from 463

re T and a loss of cevzain corporate tsx Jdeducticns. These changes

become efiective oa July i, i987.
Q. Wy has Staff met iscleded the effects of “Tax Seforn™ =

the revenue reguiresest la this cese?

- @ -
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4. Since the reduction to the corporate imcome tax rate does

anet tske effect uwntil July 1, 1987, Staff does not believe it would be

?tngprnptin:e to reflect this change in the calculation of federal income
v'tlxo. without reflecting changes to other components of the ratemaking

'ptocCll which may occur through July of this year. Since Staff has

considered all recent relevant changes it is aware of in updating the 1985
test vear through but not beyond December 31, 1986, Staff has not included
the income tax rate change in the determination of the overall revenue
requirement in this case.

An example of additional changes that Staff would need to
examine would be the continued decline of steam customers beyoud December,
1986, which would result im a further reduction to sales thereby causing
an increase in the revenue requirement.

Q. What is the effect on the revenue requirement for the change
in the federal imcome tax rate irom 46X to 34%7

A. Schedule 2 atrschad to this prefiied direct testimony is the
revenue requirement associated with the change in the federal income tax
rate. Also, deductions which wevre previously taken as offsets to taxable
income have been elimimated from the income taex calculation. The Tax
Reform Act eliminated capitalized property taxes, pensicm, payroll
benefits and peyroll taxes as a deduction. The deferred income taxes were
deferred 2t the compoasite tax rste of 36.218%.

Q. BHas Staff exsmimed the 2ffect =f the reduction in the
federal imcome tax rate on the {oepany’s deferxred imcome tax rveserve?

A. Staff has requested lafaceation frem ELFL regazdim

effect the Tedsctice in the fedezsl iocowe tax rate das on 4ts defervred

iscome tex TesEcve. To the ssten: Ther asy = : TeRerTs sxists, Sualf

would contend these RO

: Tflow Beld™ these sosee TeseTTes™ o the

-1 -
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ratepayexs. Staff is currently avaiting the information from the Company

sod, should the need arise, Scaff will subnit supplemental testimony as is

deemed appropriate.

Revenue Requirement Recommendetion
Q. What revenue requirement 1is staff recommending in this case?
A, As can be seen oOR Accouating Schedule 2, Staff is
recommending that the Company not be granted any increase in steam utility
rates at this time.

Q. Why is Staff not recommending any increase in steam utility

A. Staff is recommending that the Company mnot be granted arny
in steam utility rates for the reasons that will be addressed
later in this testimony.

OVERVIEW OF STAFF'S AUDIT AND INVESTIGATION

Q. What is the purpose of the remainder of your testimony?

A. The purpose of the remainder of this testimony is to:

(1) Provide an overview of the approach of Staff's audit
involvement and investigation ragarding KCPL's tariff filing and proposed
phase-out and discontinuance of the Central District Heating Syster in
Downtown Kansas City.

(2) Provide a brief revicw of the history of the Central
District Heating Systea in Downtowe Ransas City.

{(3) Address the financial conditica amd operations of the
: Central District Beating System.

{4) Discuss KCFL'e stesé publtc wtilicy Cerzificate of

Convenience and Necessity.
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{3} Susmmarize the overall conclusions reached by Staff with
regazrd to KCPL's proposed phase-cut end discontinuance of the Cemtral
?bﬁia:ric: Hesting System.

:‘ (6) Provide s summary of Staff's recommendations with regaxrd to
KCPL's proposal to phase-out snd discontinue the Central District Heating
System.

Q. What was Staff's audit involvement and aspproach to KCPL's
tariff filing and proposed phase-out and discontinuance of the Central
District Heating System?

A. staff's audit invblvgment and aﬁproach was to review and
examine as much informetion as was available to make a proper
determination upon which to base a recommendation concerning the future of
the Central District Heating Systezm. Sraff submitted numerous data
information requests, conducted many interviews of Company persornnel
involved with KCPL's steam ucility operations, reviewed documents and
studies relating to the Centrai District Heating System, and interviewed
several steam utility customers. Alsco, Staff met with and examined
information provided by KPL~Gas Service Company.

Staff contracted an outside comsultaant to exsmine KCPL's steam
utility operations and render an opinion as to the overall curreant
comdition and causes for the condition of the Central District Heating
System. Alse, the consultant, EDR Techserv, was tc provide an amalysis of

alternatives to KCPL's propesal as to the future of the Downtown District

| Heating System.
Q. Wes Staff'z awdir isvolvemsnt and spprosch to EKCPL's tariff
jif§3$&s diffevent in this cass them it hes besm in rvecenmt ECTFL stean

erilicy rete cames? .
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&. Yes. Since ECPL'e July 7, 1986 teriff filing not only was @
requesat to increase the vatas the Company can charge its customers for
. stean eexvice, but also imcluded a plam to phase-ocut and discentinue the
Central Digcrict Heating System, Staff believed 1t was essential to
jovestigate the Company's request as fully and completely as possible.
KCPL's request to plase-out and discontinue the Downtown Centrel
District Heating System certainly cannot be considered '"business as

usual®; therefore, Staff did not perform its audit in & "business as

usual" manner. Since the discontinuance of utility service and the
abandonment of customers is an unusual event, it cannot be taken lightly
either by the regulator or the company. Therefore, both Company and Staff
had to expend substantial resources to address the many complexities that
developed as a result of KCPL's proposal to phase-cut and discontinue 1its
utility steam operaticos.

Q. How has Staff's audit involvement and approach in this case
been different than other recent KCPL steam utility race cases?

A. Generally, in prior KCPL steam utility rate cases both the
Company and Staff have developed their respective revenue requirements
concurrent with KCPL's electric rate cese filings. To the extent the same
test years were usec to develop both the stesm and electric utiiity
revenue requirements, the steam utility rate cases became a wmstter of
allocating the appropriate investmant amd operatisg costs to the steam

utility operatiocns. Much of the audit work asddressed allocatimg Total

| Company vevenue reguiremenils to stesm utiliry operstices. Since ECPL only
| flled a request to incresse ateam utility rates im this groceeding, Steff

| vae required to parform s sudit of ealy the steem weility operatiocss.

alse, becasse BOFL. Des iiled a8 savt of 1%s taxiff filisg s

groposal te phase-out and dlsconiimwe the Cemtwwl P cing Svacem,

- 12 -
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Staff obtained outside consulting services to assist in its investigation

#.3

8 mentioned previcusiy. Staff also submitted in excsse of 700 data
information requests to the Company. The majority of these requests for

information were a direct rssult of KCPL's proposal to phase-out and

[CC RN R #)

discontinue its steam utility operations in Downtown Kansas City. As
previously mentioned, Staff performed a document review relating to KCPL's

steam utility system to gain an understanding of how the Company managed

8 |l the steam utility operations. Because Staff had to develop a "steam cnly"
9 || revenue requirement as well as investigate KCPL's proposal, it required a
10 || far greater Staff resource commitment than other recent KCPL steam utility
11 |} rate cases. |
12 Q. What were the reasons Staff interviewed KCPL representatives
13 || and conducted a document review of those representativec relating tc the
14 |! Central District Heating System?

15 A. In evalusting KCPL's proposal, it was believed that Staff

16 || should review the present and historical conditiom of the system aud
17 || overall steam utility operations, along with management's invclvement in

'8 || the Central District Heating System. During the course of its audit and

20 | the Central District Heating System. In order to gain an understanding of
2% i the problems of the Central District Heating System and what KCPL

22 I zanagexent did to address these probleme, Staff coaducted interviews and

i
g
i
I
1
‘f l 19 || investigation of XCPL's propesal, Staff discovered numerous problems with
i
l petforeed a document review of XCPL repressntatives levinmg direct or
' | ndirect involvement in the Company’s stesm utility operations.

Since the majority of the prodbiems velating %o the Cemtral
l District Meating Systen seemed to hews developed in the 1970°s, Staff
concwntrated 3t effozts o that peri:e ©p Thoesgh the presemt. Staff's
review of the Compenr™s etemm siility oevericts sseowered winiesl
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mentation velating to the time period prior to 1982, 8taff sttemptaed
to isterview ss meny KCPL representatives having knowlcdge of steam
utility operstions and review all the documents it could obtain rvelated to

this time freme. For a further discussion of Staff's document review of

| ECPL files, please see Staff witnesses Mark L. Oligschlaeger's and Keith

|| A. Haskamp's prefiled direct testimony.

Q. You mentioned praviously in this testimony that Staff
interviewed customers taking steam utility service from KCPL. What was
the purpose of these interviews?

A. KCPL's proposed plan to phase-out and discontinue the
Central District Heating System wili have a tremendous impact on the
Company's District Heating customers. If KCPL's plan is approved, these
cuétomers, who have come to rely on the Central District Eeating System
for their emergy needs since 1888, must now acquire alternative energy
sources. The alternative energy source the steam utiiity customer
ultimately chooses could require substantial up-front capital expenditures
and cause disruptions to the overall operations of their businesses.
Staff conducted interviews with the steam custcmers to gain to the fullest
extent possible ar understanding of the impucts that KCPL's propesed plan
will have on them. Also, Staff wanted te know what the steam customers'
views were of the Central District Heatimg Svstem. )

Q. Which steam utility customers d4id Staff interview?

A. Schedule 3 is s listing of all the stesm customers Staff
interviewed imcluding the steem ulility svstem’s sole industrial customer,

Naticmal Stavch, which uses steam for a mems{sctuvisg precess. Alse,

g Staff dnterviewed scme former stesm stilicy custesers o gein a
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m;ea steam for mewly cometructed buildings. Those customers have also
2 [ been listed om Schedule ).

; Q. Why did Staff conduct variovs meetings with KPL-Gas Service
Coupany and request information for Staff review?

% A. Since KCPL's proposed plan to phase-out and discontinue its
stean utilicy operations has effects on KPL-Gas Service Company (KPL-Gas

Service), Staff believed it was important to discuss with KPL-Cas Service

its plans to address the impact.

9 Q. What cffec;u does KCPL's proposal have on KPL-Gas Service?
10 A. KPL-Gas Service is & competitor of KCPL providing an

11 || alternative nct only to district heating but also to electic space

12 heating. KPL-Gas Service has been positioning itseli to convert customers
'3 |l of Central District Heating to matural gas. It was important in order to
4 || examine the merits of KCPL marketing strategy to understand what was being
15 || done by its competitor, KPlL-Gas Service.

16 ' Investigation of KCPL's Proposal

17 Q. Please describe Staff's investigation into the merits of

8 || RCPL's proposal to phase-cut and disccntinua the Downtown Central District
19 Heating System?

2 A. As stated previcusly, Stafi did not regard KCPL's July 7,
1986 tariff filing in this cese as 2 typical steam utility rate case

2z filing. Since KCPL was requeeting sviherizy to phase~cut and discontinus

23 || the Downtown Ceatral District KHeatisz Svetem, Staff was cowpelled to
examine all aspects of the Compeny's propusal. ECM."s prepossd plan s
| wtlized in Exhibit Ne. _ (BJB) Schedula I, sttached to RCPL witoess
Besvdein's prefiled direct testimesy estitled the "Downtewn Stesm Systes
Comvarsion Stwdy™.




Trepared Testiswey of
Cary G. Teathemutons

Because of the complezity of KCPL's proposed plan which

elininstes the Central District Heating Syetem, Stasf engaged am outside

%ﬁeeanultnnt te veview and smalyza che Compauy's steam utility operations.
| HDR Techserv wss contrxacted by Staff to evaluate the present condition and
| causes for this condition of the Central District Heating System.

OUTLINE OF STAFF VITNESSES--Steam Investigation

Q. What wexe the areas of responsibility of HDR Techserv?
8 A. The areas of responsibility of HDR Techserv are outlined in
9 || the prefiled direct teetimony of Staff consultant Phillip E. Fuller.
10 || Staff conmsultant Fuller will address the history and description of KCPL's
11 |} district heating system which will include a discussion of the present
12 || condition and reasons for the present coadition of the Central District
13 || Heating System. Mr. Fuller will provide testimony regaxrding EDR
14 |} Techserv's review of the steam utility svstem studies prepared by KCPL.
15 || He will also address alternatives to continuing the present steam utility
16 || system offered by KCPL.
17 Staff consultant Robert S, Millar will present the results of
18 || HDR Techserv's analysis of the work necessary and cost of returning the
19 || steam utility system to au acceptaible lomg range operatiug condition. He
20 |l also will be discussing the cost of a sheri-term rehabilitation of the
2% || steam system, the cost of cn-gite boiler imstallations, the results of the

22 || customer survey, and an enginesriog spaiysis of KCPL's stess utility

23 | systen.
248 Finally, Staff comsultant Derick ©. Dehliem will be presenting

25 || the results of his review of KCPL's prepesals for the Cemtrsl Pistrict
2 || Beating System. Be will provide the fissmcisl soslysis of heating
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well e2 those resched by HDR Techserv witnesses Fuller and Hiller
% regarding the Cantral District Hesting System.

fE Q. Please continue the discussion of Staff's investigstion of
the Compenv's proposal as filed in this case.

A, Staff witnesses Deborsh Amn Bermsenm and Mark L.
Qligschlaeger will provide an overview of KCPL's management of the steam
utiliey operations. Staff witness Bernsen will focus upon its
organization, planning, maintenance and marketing efforts as to the steam
utiliey operations. Staff witness Oligschlaeger will address in detaill
the recent history of the steam utility operations concentrating om the
overall management of the steam ucility system.

Staff witness Keith A. Haskawp will provide testimony concerning
the document review of Company personnel's steam utility files and a
review of KCPL's steam utility marketing program respecting the Downtown
Central District Heating System.

Staff witness Edward A. Toocey will addéress the Company's steam
urility system maintenance as it relates to steam metering as well as
customer billing practicee and financial repcrting of steam utility system
losses.

Staff witness lLaryy G. Cox will provide am analysis of KCPL's
firancial operating condition relating to the steam utility systea.

Steff witness James 1. Raetter will address the Company's

proposal to provide ecergy sudite aod slectric beilers or space heating

ﬁ egquipment to the stess quelomers a5 it ralstes to the Commission’s Rule om

. ,; Promotional Prectices (4 CSR 240-18). Ee will slee sddress the proposad

changes ia the stesn Cemazsl Tnles sod Regslstions and KCPL's proposed
spplicaticn of stesm Taviffe fox se-eils slsctris Bedlews.

w%@@
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P _CENTRAL DISTRICT WEATING SYSTEM

Q. Please provide a brief review of the history of the Central

| District Heating System iu downtown Kansas City.

A. KCPL and its predecessors have operated the Central District

| Heating System in Downtown Kansas City countinuously since 1888.

The Downtown distribution system was started by a forerumner of
KCPL, Kansas City Electric Light Company, in 1888. 1In 1905, because of

the success of District Heating, the Kansas City Heating Company was

9 |} formed. The Kansas City Heating Company ceased tc erxist by 1917, The
10 || steam heat operations became a department of a predecessor of KCPL. Grand
11 || Avenue Station, which was originally comstructed in 1904, began generating
12 || steam for both electric and steam heat operations in 1929 after being
13 || purchased from the Kansas City Tramsit Company in 1527 andé uadéigoing &
14 || modernization of equipment at this plant. It was at this time when the
15 || £irst high pressure (185 1b.) steam line was constructed with another high
16 || pressure system installed in 1930 and further extended im 1954. Tn 1958 a
17 || second high pressure line waz buiit.

18 In an April 23, 1982, report entitled "Rehabilitation of

19 || Downtown Kansas City Missouri Steam Distributionm System Years 1985-2005"
20 || (0ligschlaeger Schedule 3), it was stated that appfoxinntcly ST of the

21 i] then existing low pressure system was constructed prior to 1920 with 40%

constructed prior to 1910. After the 1958 expamsion of the high pressure
system, Grand Aveuue Staticn decsme the gole source of stesm gensration
for the Central District Eeating Svstem. 4z esdditional generating

| facilities were added to ICFL'e alecivic srstem, Crand Avenue Station went
| trom a base load to a pasking geveratisg facility im the wié-1950"s snd
s retived from electric eperation em Sctober 33, 1985,
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For a wore detailed history of the Central District Heating
Systesm, refer to the RKCPL Corporate Planning Department's December, 1981
|| steam study entitled "A Study of KCPL's Stesm Heat Business", attached as
?3Schedulo 1 to Staff witness Oligschlaegexr's prefiled direct teatimony.
‘:Allo. a further discussion on the hiastory of the public utility steam
operations was outlined in 1983 by Michael C. Mandacina, then Manager of
Utility Steam Operations, at pages 2 and 3 of his prefiled direct
cestimony filed in Case No. H0-83-274. This testimony is attached as
Schedule 4.

FINANCIAL CONDITICN AND OPERATIONS

Q. Did Staff examine the financial condition and operations of
the Central Digtrict Heating System?

A. Yes.

Q. Why did Staff believe it was important to examine the
financial condition aud operations of the Central District Heating System?

A. KCPL is proposing to phasse-ocut and discontinue the Central
District Heating System in Downtown Kznsas City. Staff believes that an
important component of amy investigation and evaluation of the merits of
allowing a public utility to be relieved of its obligation te provide safe
and adequate service would include an excmination c¢f the financisl

viability and profitability of the steam utility operations. Staff

revieved the steam utility system's fimsacial condition and operatioms on

! @ historical basis as well as the current comditionm.

Q. what wers the resuits of Staff's exsminaticn of the

» || financial condition and operatioms of the Central Bistrict Heating System!?
A. Staff sxamined the firencial condition sud operatioms of the



&S

& b W

~4

11
12
13
14
15
16
17
18

19

Prepaved Teatimony of
Cary &. Peathevstone

raanlynig Staff prepared of the finsneial and operating information for

bhis time pevicd. The information contained in Con, Schedule 4 includes

| the steam utility operations’ revenues, expenses and plant investment,

Alsc, Staff has calculated the rate of return earned by the steam utility
operations and included that on the schedule. The same information was
examined for KCPL's Missouri c¢lectric utility operations to provide a
contrast to the performance of the steam utility operations.

The steam utility system has incurred financial 1losses
consistently since 1978 with the exception of 1984 and 1985 when Cornm
Products Corporation (CPC) was a steam customer., The largest fimancial
loss occurred in 1986 when the steam utility operations showed a financial
operating loss of $1.4 million. The rate of return for 1986 was -29.07%.

Q. What caused the significant change in financial cperating
results from 1985 to 19867

A. The significant chenge in steam utility operating results
from 1985 to 1986 were caused by the following factors:

-~ 1986 was the first full year of National Starch usage

"~ and reflects z significant reduction in revenue sales
from 1985 as a result of CPC leaving the system

-=- 1986 was the first full year that Grand Avenue had been
dedicated 100% to stesm utiliity operations resulting in
predominantly all of Grand Avenue's operating costs and
investment bDeipg yveflected 1in the steam utility
operation.

-~ 1986 also sa¥ a contibued deteriocration in the steam
utility ayetem's customer base. This of course was
accelerated by the Cospany filipg with the Commission
its proposal o phase-cut and discomtinmue the Central
Districr Hesting System 2s well 23 a 120 rate
increass.

— 1986 showed iscyessed opevatisg costs iz rTelstice o

decline in sales wiich vTemited i s further
detaviovacion of the shaam wtility svsten’s esrmings.

-
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Q. Has KCPL recogniced that its utility steam operations heve
B0t provided adeguate earnings?

4. Yes. The Decembar, 198] study entitled "A Study of KCPL's

Steam Heat Business” attached to Staff witness Oligschlaeger's prefiled

direct testimony as Schedule 1-18 stated:

These results indicate we have never earned a
ireasonable return" on the steam investment. As the
amount of sales in pounds of steam per customer per
degree day has declined, we have had to produce about
the same steam due to increased losses. Purchased
steam expense which is related to the steam input to
the svstem has increased at a faster pace than any
other costs due to higher fuel costs, and & greater
allocation of fixed costs to steam as electric
generation has been reduced. Expenses excluding
Distribution O0&M, taxes, and purchased steam have
increased moderately cver the last 20 years. These
expenses increased by 1897 (5% per year) excluding the
income tax loes in 1380. Such costs are more related
to investment which has not increased substantially.
These cost increases have not been offset bv adequate
rate increases and, therefore, a 'reasonable return"
has not been attained.

[Emphasis added]

Q. Will the steam utility operations likely incur additionmal
financial operating losses in the future‘.’

A, Yes. If the trend of declining sales and increasing coats
{s not altered, the steam utility opevations will likely countinue to incur
financial operating losses.

CERTIFICATE OF CONVENIENCE ARD NECESSITY

Q. What is a Certificate of Convenience and Fecessity granted
by the Commission?

A. A Certificate of Comvenisamce znd Secessity issved by the

| Commission gramta s pedlic wtilicy the ausherity to provide stilisy
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provide utllity services indiscriminacely to ell customers requesting
| sexvice. In accepting the burden of obligation to serve indiscriminately,
.

g»tha public utility 1is granted an exclusive right to provide utility

; service within {ts “"protected" service territory.

Q. Ras the Commission granted a Certificate of Convenience and
Necessity to define KCPL'as steam service territory?

A, Yes. On Jenuary 26, 1983, KCPL filed with the Commission an
application to precisely define its service territory boundaries for
public utility steam service in downtown Kansas City. The Commission
accepted a Stipulation and Agreement b?tween the Company and Staff in that
case, Case No. HO-83-274, and stated at page 3 of its Report and Order:

.« . in Case No, 8560 (1534) the Commission issued a

blanket Certificate of Convenience and Necessity for KCPL's

Missouri service territory, agaln presumably ircluding the

downtown FKansas City, Missourl public wutility steam

territory, but without specific mention.

RCPL's application and the Commission's Repcrt and Order in Case
No. HO-83-274 are contained in Schedules 5 and 6, respectively, attached
to this prefiled direct testimony.

G. Did the Commission decerzine in Case No. HO-83-274 that a
Certificate of Convenience and Kecessity granted to the Company's electric

aervice also applied to XCPL's steas utility service?

A. Yes. The Commiseiou's Report and Order in that csse stated

the above as a "Finding of Fact™.
Q. Wby was it lzpertast to have & specifically defined pudblic

;@utilicg steam service territery?

&, Nr. Mandecipne stated 3 page & of bis prefiled dizect
testinony im Case ¥o. B0-83-174 1he lzmpesterce of baving 2 clesrly definped
pedlic stilicy steed saTvice sarrinewy:
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Testiveay of

Bejng a vegulated wmemopoly, EKECPL'a certificated aservice
:mimﬂ.u are the very uume of 4ts businesses. It 1

';zigt the obligation to
cus d nate) e clear efined.
As a practicsl matter, KCP pubiic utility stesam service
territory is well-~defined, by location of facilities and
cuastomers, and 1 am advised as & legal matter the territory
ie likewise "defined." However, nowhere to my knowledge ie
there a document setting forth that territory as such. It
is in the interests of our steam customers, both existin
and potential future, that the geographic area within which
KCPL is, and holds itself out to be, ready, willing and
able to supply public utility steam service be clearly
defined.

(Emphasis added.}

10 ‘ The Commission recognized that it was in the public interest to

11 || specifically define the public utility's service territory in its January

12 | 10, 1934 decision in Case No. 8560 (attached as Schedule 7), KCPFL's

13 || "blanket" Certificate of Convenience and Necessity case. The Commission

14 || stated:

15 It is clearly to the public interest that the area in which

16

17

service is to be rendered by each of them be marked out and
designated. Thus responsibility will be fixed; the citizen
will know to whom to lcock for service; the utility will
know within what field to concentrate its activities and to

Q.

A

develop its market.

Public utility customers have certain expectations of a utility
providiung them service. They expect that the utility will be there to
provide the demanded service as needed on an "ongoing basis™. Customers
don't perceive that a public utllity has a finite life but one that is
infinite in nature. A clearly defimed sservice territory informs the

customer of "whom to look for servica.”

Does Staff believe that ECPL is sesking in this case to be

% reiieved of its chligation 10 serve slesm customers?

Tez. The Company's gropesal to phese-cut and discontioua

the Central District Eesting Svetem is i effect & Tegmest by EFL oo

-2 -
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shandon stesm service in Downtown Raness City. KCPL's proposal 18 &

request for Commiesien suthority to relieve the Company of its pdblic

utilicy obligation to provide steam sexvice. If the Commission were to
accept KCPL's proposed changes to the General Rules and Regulations
; applying to Steam Service, Section 2, Service Agreements, the Company

would no longer have the obligation to provide &team service to the

downtown community. The proposed Service Agreements read:

2. SERVICE AGREEMENTS

2.01 APPLICATION FOR SERVICE: The Company is phasing

out the system facilities pursuant to its conversion plan
which is on file and approved by the Commigsion, and all
applications for service are subject to the term,
conditions and availability of service provisions contained
in such plan, which is incorporated by reference herein.
Steam Service will be made available by the Company only to
a premise or building which was served under the Company's
applicable steam service schedules as of the effective date

of this schedule.

Adopting the Company's proposal to phase-out and discontinue

steam utility service is in essence terminating KCPL's Certificate of

Convenience and Necessity.

Q.

CONCLUSIONS

what are tha2 covclugions Staff has reached from its

investigation and audit of FCPL's proposal to phase-out and discontinue

the Central District Heating System in dcuntown Kansas City?

A.

Staff believes that the Compary, in developing its proposal

“ to phase-cut and discontinue the Central District Heating System, did not

fully investigate and evaiuvata all of the svailable alternatives to the

steam heating system. KCPL did not pussue the sele of the system to

| would provide the steam cuatomers.

|| amother entity and did sot investigste the siteTmative that satsral gas
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%rinnt:cn:ion caused the systematic deterioration and decline of the Central

lbiutrict Heating System which may lead to the demise of the Downtown

| tntended to be sn all-imclesive iisting of Staff's conclusicas.

Caxy €. Festharstone

$taff concludes that ECPL's proposed plan to convert the stesm

customers to electric service is an electrie marketing plan.

Also, KCPL through its demarketing efforts and management

Central District Heating System. If KCPL's "demarketing effort" of the

Central District Heating System dates back to the early to mid 1970's, it

is understandable that the system deteriorated to the state that it did,

A public utility uninterested in maintaining or expanding its customer
base would appear to have little faith that the utility operations would
be in business in the long term., This would explain the utility's actions
of not having a comprehensive maintenance prograﬁ, nct actively marketing
its product, and not establishing any long-term plans. It was only after
the steam utility operations had reached the leveli of decline and
deterioration of the early 1980's and the request by Corn Products
Corporation for steam utility service thzt RCPL determined the need to
evaluate its Central District Heating System, The basis for this
conclusion is found throughcut the testimony filed by various Staff
uembers in this proceeding.

Q. Please summerize the cverall! copclusions reached by Staff
with regard te KCPL's propeosal.

A. The following iz a suwmsary of the overall conclusiouns
reached by Staff with vegard o KCPL's preposal to phase-ocut and
diacontinue the Central District Heatizng Systes. It is ret, however,
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| available to the Company?
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Fallure to Fully Investigste and Evaluate All Alternatives

Q. Why does Staff believe it wee & fail.re on the part of KCPL

A, The Compeny's Corporate Planning Department in December,
1981 recommended that one of the alternatives to the phase-out and

discontinuance of the steam utility system should be imvestigated; that

is, sale of the system. However, this alternative was never pursued.
KCPL made a Corporate Policy decision that the steam utility system “wase
not for sale". As stated in tesponse to Staff Data Information Request
No. 406, which is attached as Schedule 3! to Staff Witnees Oligschlaeger's
prefiled direct testimony, "[t]he basic reason that no other such studies
were done is that KCPL has always wanted to retain and service all its
customers; both electric and steam." Both Staff witness Oligschlaeger and
Staff consultant Dshlen address the Company's failure to consider the
"gsale of the system”" alternative in their testimony.

KCPL also did not exemine all other alternatives to the Central
District Heating System. Staff consultants Fuiler and Dahlen address this
in their respective testimonjes. In order for KCPL to show that it is in
the public's interest for the Commission to grant KCPL the authority to
abandon its public utility Certificate of Convenience and Necessity for
the Cemtral District Heating System, the Compeny should have fully
investigated and evaluated 2ll altermatives.

Eszheting

Staff witness heshamp castifies that XCPFL's proposed Stesn
Conversicon Plan appeste to be &n electTic sachetisg ples. $2aff vitnesses

e
-
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steam service and, in fact, sctually “demesrketed” steam by 1its uctioms.
Staff witness Bernsen etated that a long-rapge plan would have continually
| asseased und updated Cowpany's options in the available market.
Staff witness Haskamp stated:

. Little, if auny, actention was ever paild to the
narketing or promotion of steam utility service.

Electric heat was marketed as the first priority
with steam heat marketed as a secondary
alternative.

Company's proposed steam conversion plan appears
to be an electric marketing plan.

Company's proposal to raise steam rates by over
120% in this proceeding also has the effect of
"demarketing" the steam utility system.

KCPL had no long-range steam marketing strategy
in place to prepare for and react to the current
renaissance of downtown Kansas City.

KCPL management made a cdecision to no longer
connect new customers sometime prior to August 3,
1984.

KCPL engeged in discouraging rew steam customers.
It considered deniz]l of service to customers
requesting service; i.e. Mercantile Bank (1972),
the Vista Hotel (1930}, the Jackson County Jail
(1981), and Corn Products Corporation (1981).

On December 3, 1986, RCPL ennounced its intention
to give its stesm gernsrating facility away to be
converted to su sguarium.

Staff consultant DNahlan stated that the Cowpany should have a
marketing program and marketing staff to attract nmew custcmers o the
system sco additiccal sales could spresd fixed costs cover more Mlbs., of

|| steam seles. Although Mr. Dabism couldn’t state that KCPL would have hed

5

A lover cost per Mib. tedsy if 2 stess wmevheting progrem had deen

isplemented, be did state az page 14 of Bis teslimeny that withouwl ome
the fallure of RIFL's District ¥eatismg Svetem is searly certate. If sew
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 customexs sve mot added to veplace customers lost to redevelopment, sales
will elearly decline and fixed coste will be spread over fewer Mlbs. of
steam vesulting im higher and higher cnsts per Mlb. until steam is not

priced competitively."

Overall Msnagement Inattention

Staff witness Oligschlaeger testified at page 5 of his testimony
that "there was a serious failure of the part of KCPL in the 1970's and
1980's to provide sufficient management attention and control of its
utility steam operation.” Staff witness Bernsen addresses st page 3 of
her testimony that "the Company has historically been negligent in the
conduct of its responsibilities with respect to the utility steam system.”
She also stated at page 4 of her testimony that "cthe Company had
historically devoted little menagement attention and resources to the
operation of its steam service system." Stafi comnsultant Fuller also
addressed the lack of management attention and planning. The basis for
Staff's conclusions that there was insufficient management attention and
control of the steam utility operations can be summarized as follows:

. No evidence of lomg-raenge planaing prior to the
1981-1982 time franme.

. Failuxe to provide operating objectives and
measursble goals for efficient sand ecoromic
achievement of steam utility orerations until
1982-1983.

. Decentralized mapagement structure vwhere
accountsbility of the steem utility systez within
KCPL vas largely mop—-existent uwangil 1982-1981.

. Failure to maivtain the stesx wtillcy saystem

adeguataly becavse of a lack of a compredbemsive
saintenance progTee.

. Deficiency i wiosgrmest maintendnce

practices
relating oo the stk of long-renge plamming for
saintenance of the stess wtility sveten.
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Promotional Practices
Q. HBas Staff reached any other conclusions regarding KCPL's

% request for authority to phase-out and discontinue the Central District

Heating System?

A. Yes. Staff witness Ketter has reached the conclusion that
KRCPL's proposal to provide energy audits and electric boilers or space
heating equipment to the steam customers violates the Commission's Rule on
Promotional Practices (4 CSR 240-14). He has also concluded that it is
inappropriate to charge steam rates to customers who have electric bollers

installed.

STAFF'S RECOMMENDATION ON DISCONTINUANCE OF STEAM UTILITY SFRVICE

Q. What is Staff's recommendation with regard to KCPL's
proposal to phase-out and discontinue the Central District Heating System?

A. Staff recommends that the Commission reject KCPL's prcposal
to phase~out and discontinuve the Central District Heating System.

Q. V¥hat is the basis for this recommendation?

A. Staff's testimony shows that there is some likelihood that
the Central District Heating System may continue to be a viable utility
gservice in Kansas City. The Commiszion shculd not permit elimination of

this regulated utility service umntii the Company has made a clear showing

that the service is oo longer viable asnd that the public convenience and
necessity does not reguire its comtimmation. Staff does not believe that
the Company cap mset this test unmtil it has explored the altermatives
pointed cut in Staff's testimomy, iscluding pursuing the sale of the
mtneMMazawzwkm“wmmma&
the system.
The soslvsis provided by he Cowpas does 20t sTesent ohe True
copt of conversice to olscivic Imeling for f%e stesm customsrs due oo
- 3 -
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inclusion of the provieiom for the Company to bear the up-front cspital

cest and operation and maintenance coets of comversion to elsctrie boilers

; or eleceric space heating equipmenmt. As stated on page 12 of the prefiled

|| divect testimony of Staff comsultant Dahlen, the proposal "masks the true

economic cost of the electric boiler conversion and does not provide the
information necessary for customer (sic) to mske well-informed choices of
central steam heat, individual gas-fired boilers, or electric-boilers."

The analysis performed by Staff consultant Dahlen shows that the
electric boiler option with the "mask" of the Company-provided boilers
stripped away 1is the most costly altermative for the customer when
compared to the cost of central steam. This is true even when the cost of
Staff consultant Miller's long-range rehabilitation of the steam utility
system is included in the apalysis., Staff believes the Compeny's
"subsidy" of the cost of electric bollers must be eliminated from any
analysis comparing the economics of the available alternatives because
that element 1s a prohibited promotionmal practice. In fact, that element
alone provides sufficilent cause to reject RCPL's proposal.

Q. Please explain how the Company shculd pursue the sale of the
system through the issuance of a request for bids or proposals for
purchase of the systemn.

A. Staff comsultant Dehlsn Ia his prefiled direct testimomy at
pags 17 and is Sectionm IV, Proposals tc Purchase Stesm, addresses Staff's

recommendation requesting the Coemiseion to ovder KCPL ro solicit bids or

'ﬁfjrequca:l for propeossls for puzchase of the Cestral District Heatisg

S System. Staff recosmends ther NCFL selicit propessls for the sale or

® 80

|| transfer of the Cemtral Bistrict Bsatisg Svstem and pressat sll proposals

aad resuits of megetisticse alomg wizh ©
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those propesals to the Commission. During the interim period, stesm

utility rates should be frozen at existing levels.

Q. With regard to having the Company pursue the sale of the
Central District Heating System, does Staff believe there are entities
jrintcrclt.d in the opportunity of providing steam service in downtown

Kansas City?

A. Yes. Staff does believe that entities do exist who would be
interested in providing steam service in Kansas City. On page 23 of his
9 |} prefiled direct testimony, Staff consultant Dahlen addresses nine district
heating systems which have changed ownership since 1979 including the
11 || system providing district steam service in St. Louis. In fact, at page 42
12 || of Staff witness Oligschlaeger's prefiled direct testimony, he stated that
13 || other parties have shown & specific interest in the possibility of
14 i acquiring KCPL's steam utility system.

15 Q. Would you please summarize Staff's conclusions upon which
16 || staff's recommendation to reject KCPL's proposal to phase-out and

17 || discontinue the Central Diastrict Heating System is based?

18 A. Those conclusions can be gvmmarized as follows:

19 . KCPL has failed to show that Central District
Heating is not a visble utility heating source

20 for downtcuwn Kansas City.

21 . Most notably, ¥CPL refused to pursue sale of the

district heating system to another operator.

. KCPL considered only the cost of electric heat
and not gas heat wvhen svalizating alternatives to
Central District ¥eating for its customars.

. RCPL has oot exsmined sl aliternatives te
discontinuance of the Comtral District Beating

System.

. K7L bas ot shown thet it sisse cuatommrs weuld
b2 Batter off scomomically without i Centoal
Bistric Beating Treles.

OGN OGN TUE BN NN G0 NN N NN G &N T A AW A A e
-
o
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. The provision of electric boilera or electric
vpace heating equipment, & prohibited promotional

2 practiece, is a centrel element of KCPFL's
3 proposal, and is cause to veject the proposal.
4 It {s clear that KCPL has encouraged the decline of the steam ueility
5 syeten, that KCPL has not effectively managed the steam utility system,
o and that KCPL's conversion plan is uothing more than an electric heat
, || marketing plan, as evidenced by the following Staff findings regarding:
. KCPL's "demarketing" of steam as a heating source
8 in downtown Kansas City.
91 . KCPL's lack of long-range plamnning for operation
10 of the steam utility system.
1 . KCPL's inattention to the assignment of
1 responsibility &nd accountebility 1in the
12 management of the steam utility system.
. KCPL's 1lack of comprehensive wmaintensnce
13 activities,

‘ 14 Q. Does the Staff have any recommendaticns for the Commission
15 regarding the teat boilers that have been installed on customer premises?
16 A. Yes. Staff witness Ketter stated at page 6 of his testimony
7 that providing equipment is prohibited by the Promotional Practices Rule.
18 Even though this equipment was installed on the customer premises as a
19 test project, Staff takes tha position that theee electric boilers

lprovided to the customers are prohibited by the Promotioral Practices
Rule. These customers should be 2llowed to purchase the electric boilers

with some consideratiocn given to a fimancing plan offered by the Company
| as appropriate at pravailing merket intarest ratss. The customers
\ purchaging the electric boilers should de charged the sppropriate electric
25 || cace from the Compsry’s electric tariffs. The Company should thea trest
the revenues resulciecg fzom the suwergy consumed by the slecizic bodlers as

alectric Tevelrues.
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Q. If the Cowmission sccepte 5taff's recosmendation that KCPL

| mot be granted the authority to discontinue the Central District Heating

Systen, does Staff believe this will place a hardship on KCPL?

A. No. If the Commission requires KCPL to continue to provide
steam utility service to the downtown customers, Staff does not believe
that this will place any undue hardship on KCPL because:

. The steam utility operations are a small portion

of KCPL's total operations and will not
materially affect or impaect the Company's
earnings.

. KCPL has incurred financial losses on steam
operations in the past,

. Company's proposed plan as filed indicates KCPL's
willingness to continue to incur financial losses
in the future,

Q. What 1s the basis that Staff believes KCPL 1is willing to
incur &dditional financial losses relating to the steam utility
operations?

A. KCPL's proposal as filed with the Commission results in
continved financial losses for the stesam utility operations. Company's
responses to Staff Data Information Reaunests Nos. 639 and 324 (Schedules 8
and 9, respectively) indicate that the Company expects to absorb some
financial loeses relating tc¢ the recovary “of" md "on" investment of the
electric boilers acd electric space heating egquipment as well as some

related operating and maimtenance cests. It is also interesting to note

that KCPL at one time was considering spendimg $30 million to make the

coaversion from steam service to a2lectric service (Schedule 10).

¥r. Beaudeoin’s testimony al pages 13 end 16 alsc sddresses the
financial losses ECPL s “willisg to beex™. ¥r. Eite referecces the
fissmcial loss figures as page 17 of his Testimswy.

- 38 -
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Me. Doyle, K(PL'e Chaivmsn of the Beard snd President, on July
19, 1983, sent 2 letter to the Compeny’s stesr heat customers informing

them among other things that “KCPL intende to protect its steam heat

customers apéd will accept some losses during [the] transitional period.”

| This letter is attached to Company witness Beaudoin's direct testimony as
Appendix A,

Q. Do the tariffs as filed by KCPL in this case reflect any

[6.4]

cousts associated with KCPL's proposal to phase-out and discontinue the

Central District Heating System and convert those customers to electric

10 service?

" A. KCPL is only requesting through the rates or tariffs filed

12 in this case to recover the unrecovered investment in the Central District

'3 Heating Syster cver the rewmaining life of the phase-out plan. No
conversion or maintenance costs assoclated with the electric boilers or
electric space heating equipment have been included in the Company's
filing. If the Commission accepts the Company's proposal to phase-out and
discontinue the Central District Heating System and convert the steam
customers to electric service, the Company would expect to file a new
steam rate case at a latsr time to reflect the cost of service of the new
conversion system. The Comparny responded to Staff Data Information
Reguest No. 324 (Schedule 9) that:

Under KCPL's Plea 1 would expect that once the cold
23 svslen was retived at 12/31/90 cthat & pew stesm rate
case would be filed te refiect omly the cost of
service of the new comversior svstem. The rates filed
at that time would reflect cperatisg expemses snd coly
the returm on snd the ameriizatice through 1995 of the
unrecovered imvesiment im the new bellevrs and heating

ecuigment. KCPL would mot espect to bear loseses
dering the paricd 155! zo 1993,

2. Eae the (v » fally d the fimsscial lcesses 1t is

willing to abserd®

E

-
~




Prepaved Teatimeny of
Cary €. Featherstoss

4., No. A4s indicated by KCPL iv vespouse to Staff Data
Iaformation Request No. 639 (Schedule 8):

Ne etudy of the specific losses by year has been made
for the electric boiler/space heating equipment
conversions during the phase-in period 1987-1990. The
avnual logses would be a function of the pattern
(number snd steam load) of the customexs accepting the
conversion progrsm during the 1987-1990 period. The
o] losses per M1b would be the additional cost of return,
depreciation, taxes, O&M and electricity for the new
electric bollers per Mlb of steam sold less the fuel
and some O&M per Mlb saved on the central production
8 and distribution system.

§

9 (0. Does the Staff have a recommendation concerning rates if
10 || KCPL's preposal is wejected by the Commission?

" A. If the Commission accepts Staff's recommendation and decides
12 || that KCPL should not be permitted to proceed with discontinuance of

13 || Central Distxrict Heating System, it should freeze steam rates at their
14 || present level to preserve the revenue tase. A failure to freeze existing
15 || rates would result in the loss of additional customers, require further
16 1| rate increases from the remsining customers, end mske sale of the system
17 || more difficult.

18 Q. Why does Steff recommend that the Commission not authorize
19 I} KCPL to increase 1its steam utility rates if KCPL's proposal is rejected?
20 A. If the Commission accepts Staff's recommendation that the
21 Company should solicit bide ox propesals to purchase the stesz utility
<< il system, then am important e¢lement would be freezing rates at their

23 existing level. If rates are irozen, i would maske the steam utility

| systez more attractive to prospective buyers. A potential buyer’s omly
2 chance of turming the Cestral District Festinsg Systes arvcund is to
| ismediately take all acticns secesssry ¢ maistsin the existing customer

base aad protest it from el
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If vates ave increased, this would place pressure on an already
declining customer base and could have a devastating e.fect on the future

of stesm utility opersticms. As rates ars increased to the point where

| Bteam is vo longer competitive with alternative energy sources, such as
| natural gae, customers will comvert over to the cost-effective
'lltcrnativc. unless intangible benmefits of central steam service cause

|| customers to remain on the stesm system. Unless rates are maintained at

their exiating levels, customers could start defecting from the steam
utility system at a more rapid rate than has already been experienced.

Further, if customers start leaving the system at an accelerated
rate because of increasing steam utility rates, the potential exists that
the additional revenues authorized through the rate increase will never be
realized. As steam utility rates are allowed to increase to a level where
customers decide to leave the system, sazles decline which in turn lower
revenues. If that trend continues, then the additional revenues the rate
incresse was intended to gemerate will never materialize, causing the need
for additional rate relief which the Compsny may or may not seek.

In addition, KCPL should not be granted a rate increase in this
case because of its "demarketing” of the Central District Heating System
and its management inattention to the steam utility operatiocms, which have
contributed to the deteriorstiom of the system. Staff comsultant Dshlem,
in his prefiled direct testimony, Sectien V., Freeze Curremt Rates,
addresses further reasoms why the Cozpany sheuld met be granted a rate
incresse in this csse.

Q. Way doas Staff believe tha: if iz in the public's imtevest

{ te bave KCPL or some other smiity comtimsa te p¥ovide Cemival Distriet
2

Teating esezvice in dowmtows fanses Cicy!
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5;avn£1nhlc te it: 1) steam service, 2) natural gas, and 3) electric

Efaetvic.. Since the downtown cowmunity has relied om the continuing

i S¥atem in Kansas City, Missouri.

80 Testisoey of

&4, Becsuse ss downtown Kamsas City undergoes & rvevitalizetion
and venaissunce with new development, Staff believes that 't is important

te the downtown community to have three alternative energy hesting sources

availability and reliability of the Central District Heating service since
1868, and based upon Stafi's conclusions that there is some likelihood
that the Central District Heating System may continue to be a viable
utility service in Kansas City, that alternative should continue to be
available to the downtown community. Also, as discussed in the prefiled
direct testimony of Staff consultant Fuller, there are many intangible
advantages to central steam service, including: convenience, reliability
and architectural freedom.

Q. Has KCPL recognized the importamce of district heating in
downtown Kansas City?

A. Yes. In testimony before thls Commission in May 1983, Mr.
Mandicina stated at page 5 of his prefiled direct testimony in Case No.
HO-83-274:

« « « the downtown Kacsas City, Missouri district is

badly in need of revitalizatiom, and numerous civic

and econcmic development efforts are underway to

accomplish that end. Given the existence of steam

supply facilities within thst ares now, and the

attraction that pudblic wtility steam supply cam

provide to potential downtown customers exclusively,

it is hopeful that such stesm service cas sssist in

revitalization efforts.

That statement made in May 1983 is nc less important today as the

Commission is faced with decidiag the fate of the Cemtral District Heatimg
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Q. Boes the 8¢aff have any additionsl recosmendations if the

Cossission deteymives that ECPL should not be pirmitted to proceed with
. its phase-cut aud discontinuance of Central District Heating service?
A. Yes, the Commission could advise the Company that it would

| be willing to recomsider this issue 1if the Company is able to provide

o

& |l analyses which show: (1) Central Steam utility service in downtown

7 Hl Kansas City is not viable; (2) KCPL has explored all reasonable

8 || alternatives to abandonment, including sale of the system and both

9 |l electric and gas boiler conversions; {(3) customers will be better off
10 || ecorumically without Central District Heating service; (4) a reasonable
11 |l phase-out plan which excludes promotional practices but possibly includes
12 || an acceptable compensation vlan for customers in special circumstances
13 || such as those whose buiidings will not easily accommodate on-site heating
equipment, those whose bulldings' useful lives do not justify the capital
15 Il cost of converting to an alternative, or those whose capital conversion
16 |t costs are so Ligh that recovery of those costs through energy cost savings
17 |l w111 not occur within a reasonable pericd of time; and (5) proposed rates
18 il to be charged during the phase-outr pericd which recognize that steam
9 operstions are not an ongoinmg comcerm.

20 G. Does Staff beiieve that 1fs vaccmmendation will cause =&
2 | further delay in making & decision regarding the Central District Heating

22 Systew?

A. Staff recoguises that the Companv's proposal apd Staff's

24 recosmendation place the Cowmission ia & difficult situstiea in providisg

23 a2 timely decision. Stsff’s recoume

datisn %o velect XCPFL's proposel te
phase~oul snd discostimse the Cenirsl Ristrict Eesting Srsten 1is mot @xent

*YEm
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District Heating System in downtown Kansae City is important enough to
waresnt a complete and full investigatiom of all the alternatives and

%Eopttuas available to preserve the future of the steam utility service to
i downtown Kansas City. Unfortunately, KCPL did not cenduect this complete

E and full investigation on its cwn accord when time was not as limited for

Commission counsideration of these matters.

Staff understands that the steam customers need to know the
future of the Central District Heating System so that decisions can be
nade as to the direction they want to go to meet their energy needs.
However, it must be remembered that in the December 1981 study entitled "A
Study of KCPL's Steam Heat Business" (Schedule 1 of Staff witness
Oligschlaeger's prefiled direct testimony), a recommendation wsas made to
look at the alternative of selling the district heating system to another
entity. KCPL decided that it was not in their best overall interest to
pursue that recommendation &rnd made a corporate decision that the downtown
Central District Heating System would not be sold. If the Company had
examined and investigated all of the optious available to it with regard
to the Central District Heating System, i.e. sale of the Central District
Heating System to another qperator, had locked at gas heat as an
alternative to the Central District Hzating System, ard had provided the
results of examining those sltermetives to the Commission, Stafi would
have been in a better position tc evaluate the future of the steam utility
system and to provids tha results of its review earlier.

Staif believes that it is vecessary to comtisse to further

investigete t!nﬁ;:mum svailadle o the Cantrsl District Eeatinmg
mm&uwﬁm;mmkmmn. Szaif
mm:mausa;mm‘smmmm

altersatives tut alse {2 Uhe mbilc s izterest o Plete custsemss iz 2
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peaivicn to meke an informed decision as to the future source of their

snergy veeds.

Q. What is the Staff's recommendation in the event the

| mion does believe KCPL has demonstrated that central district

heating is not a viable utility service and that KCPL should be permitted

to proceed with the discontinuance of Central Steam service?

~A. In the event the Commission comes to this conclusion, Staff
recommends that the Commission require the Company tc amend its phase-out
plan to exclude the promotional practice of installation of eiectric
boilers and electric space heating aquipment and reject the rates sought
by the Company in this case. Staff would further recommend that the
Compeny's phase-out plan be accelerated to the ‘extent possible. However,
allowances should be made for customers && necessary who cannot meet an
accelerated phase-out schedule. In any event, the customers must be
informed if the Commission grants KCPL the authority to abandon the steam
utility system. A known and certain date must be established for an
orderly conversion to alternative ensrgy sources. An orderly and planned
phase-out schedule should provide steam customers with sufficient lead
time to plan their conversion to alternative energy sources.

Q. If abandomment is permitted, what rates should the
Commission adopt in lieu of those filed by the Company in chis case?

A. The Staff canvot recommsnd a2 specific level of rates to be

set by the Coemiesion ir the wwent it decides ECTL should be permitted to

proceed with discontinmuance of atesm service. Eowever, Staff vould advise
| the Commiseion that those vates meed 202 snd should met be set undex

. tzadicicnal rale bese ruegulatior assenplicms. Ingltesd, the retes should
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continue safe and adequate service uatil the phase-out is completed or set

rates at a level which would msximize the Company's net inmcome from the

3 | system or miuimize its net losses for the renainder of the phase-cut

. period.

E

33

If KCPL is allowed to proceed with discontinuance of steem
b service and wants to adjust rates during the phase-out period, the

R Commission should require that KCPL provide economic analyses including

(% 8

! elasticity studies, which would show that the Company would be better off

"

; financially from increasing the steam utility rates.

2 Q. If abandonment is'permitted. why should the rates not be set
ot 2 under traditional rate base regulation assumptions?

“z | A. Traditiomal rate base regulation assumes that public utilicy
*2 i ig an "on-going concern". Under this type of regulation, there is a

74 }| presumption that utility service will continue in the future. Traditional

15 {| ratemaking allows the public utility a return “of" and "on" investment,

14 || operating costs and taxes.

17 For a public utility whc in essence 1s goiag out of business and
18 || being allowed to abandon its public wtility Certificate of Convenience and
19 | Necessity, traditional ratemsking practices are not appropriate. A public
20 || utiliey that is discontinuing its utility services should not be allowed a
21 |l recovery "of" and "or" iavestment. However, the public utility should be
22 || allowed scme level of recovery of prudent, cui-of-pocket expenses required

ro continue safe and sdequate service umtil the phase-cut is completed.

These prudent, out-of-pocket expemses would imclede a recovery of fusl
ative sad geperal

| costa, operaticn and maistesamce ooels,

{oeethead) costs and CTanes es appTOPTials.
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1f the Cemsission allows RCPL to proceed with ite sbandomment of

the Central Distriet Beating System, the Commiseica should not consider

10
11
12
13
14
15
16
17

18

19

& Wy

| increasing steam utility rates to the level requested by KCPL.

Q. Does this conclude your prefiled direct testimony?

A, Yes.

m&@m




SMMHARY OF RATE CASE INVOLVEMENT

Cass No. ER-80-353 St. Joseph Light & Power Company

Case Ro. GR-80-173 The Gas Service Company

Case No. GR-80-249 Rich Hill-Hume Gas Company

Case No. TR-80-235 United Telephone Company of Missouri

Case No. ER-81-42 Kansas City Power and Light Company

Cage No. TR=-81-208 Southwestern Bell Telephone Company

Case No. TR-81-302 United Telephone Company of Missouri

Case No. TO-82-3 Investigation of Equal Life Group and
Remaining Life Depreciation Rates

Case Nos. ER-82-66 Kansas City Power and Light Company

and HR-82-67
Case No. TR-82-199 Southwestern Bell Telephone Company
Case No. E0-83-9 Investigation and Audit of Forecasted

Fuel Expense of Kansas City Power
and Light Company

Case No. ER-83-49 Kansas City Power and Light Company
Case No. TR-83-253 Southwestern Bell Telephone Company
Case No. E0-84-4 Investigation and Audit of Forecast

Fuei Expense of Kansas City Power
and Light Company

Case Nos. ER-85-128 Kansas City Power and Light Company
and E0-85-185
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HKANSRS CITY PUOWER & LIGHT CUMPANY
CASE NO. HO-86-139

SCHEDULE INDEX

DESCRIPTION OF SCHEDULES

REVENUE REQUIREMENT

RATE BASE

PLANT IN SERVICE

ADJUSTMENTS TO PLANT IN SERVICE
DEPRECIATION RESERVE
ADJUSTMENTS TQ DEPRECIAT[ON RESERVE
MATERIALS AND SUPRLIES
PREFPAYMENTS

FUEL INVENTORY

CASH WORKING LRPITAL

INCOME STATEMENT

ADJUSTMENTS TO INCOME
DEFRECIATION EXFENSE

INCOME TRX

GNNUARLIZED INTEREST EXPENSE DEDUCTION

TAXES OTHER THAN INCOME

SFPONSOR

WHITE
WHITE

WHITE

WHITE

WHITE

WHITE
BRANDEL
BRANDEL
KUENSTING
BRANDEL
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WHITE
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KANSAS CITY FPOWER & LIGHT COMFANY
CASE NO: HO-86-139
YEAR END 12-31-83 UFDATED TO 12-31-86 AND TAX REFORM ACT

ADJUSTHMENTS TO TOTAL FLANT IN SERVICE

P-1
BOILER PLANT EQUIFMENT $ -470,450
. TO DISALLOW FLANT ASSOCIATED WITH
THE ELECTRIC TEST BOILER PROJECT. (WHITE)
p-2
UNDERGROUND CONDUIT $ -414,521
. TQ DISALLOW FLANT ASSOCIATED WITH THE
RELOCATION OF STEAM FIFES FOR AT&T. (WHITE)

= -3
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KANSAS CéTY FOWER & kIGHT COMFANY
ASE NO: HO-86~1
YEAR END 12~31-85 UPDATED TO 12-31-86 AND TAX REFORM ACT

ADJUSTMENTS TO DEFRECIATION RESERVE

R-1 .
ROILER FLANT EQUIFMENTMENTS : $ -7328

1. TO DISALLOW RESERVE ASSOCIATED WITH THE
ELECTRIC TEST ROILER FROJECT. (WHITE)

R~2
UNDERGROUND CONDUIT 3 -280, 770

1. TO DISALLOW RESERVE AS IATED WITH THE
RELOCATION OF STEAM FIRES FOR ATAT. (WHITE)

=




RLOCHED BECTRIC W8 -8t

& W o
PR AN W8

TGO STEAR HERT WTERIALS & SUPPLIES—OTHER

@) PRDIXCTION (0, 000514
@) CONPOSITE (0, 000578)

2,58
1,51

15,449

1,011,376




bimey BECIRIC STERN
b ] -8-183 PREPAVENTS
BOER ey D8l $854 894
e rlbpEmy DB €810 $810
SR, e 845, 389 $1,482 946, 847
@R0 eumEl 2,119 €518 2,637
TR 2 22 46
P, GTODR TRXES(1) $580 ®313 $793
$48, 057 43,99 $32, 026
EENEEITTNES

FLLOCATORSs

(1) NET PLANT (0.002674}
(@) CUSTOMERS (0.000319)
(3) PRODUCTION (0.000514}
(4) GENERAL PLANT  (0.009089)




KRERS CITY POWER & LIGHT COMPRNY
CASE NO. HO-86-139

STEAM HERT FUEL INVENTORY

QUANTITY ALLECATED
LINE N7 ——— TOTAL +  STER
8.  DESCRIPTION FEL  PRICE BARAESS COWAWY (MTE2)  HEAT
(R ® @ o (€ o) )
DIRECT
1 GRAND AVEXE oL .67 17N 100% $36,457
INDIFECT (NOTE 1)
2 FUE INENTORY 55,390,000 Q.13 $35.M6
3 NCER AR 42,363,00  2133t 85343
4 TOTAL STERM FLE. INVENTORY $13:,829
CNTTEESEEER

NOTE 1 TOTARL COMPANY FUEL INVENTORY PER (R6E 10, EX-85-188, £0-85-185 RO E0-85-22¢
KO, - SCENGRID 2 § 3 TOTAL QDY - CRSE C - wllF CERX

NOTE 2; BMERGY ALLOCATOR




TOTAL RATEPAYER SUPPLIED FUNDS
NET RATEPAYER SUPPLIED FRO®S

LESS: ACCRUED INTEREST OFFSET T0 RATEBASE

NET RATEPAYER SUPPLIED FUNDS WITMOUT MATEBASE UFFSETS

w (& )] {3) () (]
CASH VomeINg
Al TEET CASH WoRKING CAPTTAL
= Emanm YEAR DPoNEs DIPENSE A8  CAPITAL 1AB FACTER  REQUIRBENT
() (E/363) (BeF)
{ el
2 PID ABSEE-WMATION $134,623 KV ] 399.483 (351.88) (8.99143) ($133,474)
3 MNID ABSENCE-DEF. VACATION 84 14,783 N7 2007.58 (1,949.79) (3,39438) (496,382
4  FEDERAL WITHMOLDING 944,421 .5 18.01 19.4 0.03488 429,443
3 NET MVRRLL 1,088,688 N7 12.90 4.9 0.04836 24,378
é  PAID ABSENCE-OTIER 157,233 .73 12.80 24.95 0.04834 410,748
7 oL 9,184 0.7 14.01 .14 0.03936 347
8 88 35,972,112 0.5 3.3 1,82 0.00414 $24,800
9 CASH VOUCHERS-OTHER OaM 1,490,433 .75 7.1 0.04 0.00011 $139
TOTAL 04 EXPRNSE 9,372,883
PAID ABSENCE-DEF VACATION PRE 86 12,744 ($12,744)
CASH WORKINS CAPITAL REQUIREMENT ($94,473)
ST
ACCRUED INTEREST 20,282 .5 82.94 43.21) (0.12336) ($2,312)
INCOME TAXES-INCL KC SARNINGS 18,842 Nn n.z3 (37.48) (8.10814) ($2,040)
TAXES OTHER 139,422 .75 18.91 18.84 8.03142 $2,27
PROPERTY TAXES: NISSDUR] 142,899 kY] 182.58 (144.73) (0.37438) ($34,670)
GRT &L NISSOURI 229,341 12.58 42.01 (24.43) (0.04493) ($13,331)
GRT & NISSOURI 4,04 7.8 2.3 (39,19

(8.153118) (331,989




O e owilie et
cast £ HeIsECT
L e WS ALooEe Ol
e TEST VERR MVONE DPENR  OPITERL CRPITAL. BLECTRIC W@
= (187 BT e L8 FACTOR ASIRNIREIENT (D-65-185 OAPITRL
L] ] [{6] 13} (E) F) (&)
§ s
& BRI s wnlans 4,555,077 B.50 3I%63  (383.13)(0.99488) (4,571,535) 2.2769%(9104, 181)
3 > e 187,682 35,30 2007.50 (1,97:.00)(5,40000) (1,013,483 2.278% (23,09
4 Ol weae 17,376,030 8.9 18,01 18.49 0.05066 880,227 e.270%% 20,089
3 Eim OBRIY UM 8,640,881 3B.50 19.05 17.45 0.04781 413,105 2.278%% 9,434
€ MET el 31,759,625 3K.90 12.80 23,70 0.06493 2,062,200 2,278%% 46,998
7 D ASRE-onER 4,842,503 36.50 1280 23,70 0,06493 314,434 2.278%% 7,166
8 AR
9 HRNTHORN S 18,219,354 36.50 20.6! 15,89 0,04353 793,166 0.1383% 1,097
10 Iamm 2,143,782 3.5 13.93 22.57 0.0618%4 1,987,628 0,1383% 2,749
11 LRCYRE 1 10,865,774 36.50 Si.14 {14, 64) (0. 04011) (435,822) 0,1383% (603}
2 LCYRE R 13,963,458 36.5¢ i6.26 20,24 0,05545 715,302 0.1383% 1,071
13 NONTROSE 11,095,408 36,50 26,37 10,13 0.02775 37,936  0.1383% A28
LI 2,548,370 36.50 16,01 20.49 0.05614 143,058  0,1383% 198
15 GRS 251,31 3650 A5 2.15 0,00589 14,970  0,1383% 21
RIS MUCLEAR FUEL 24,673, M6 36,30 76.42 (39.92) (0, 10937) (2,698,531} 0,1383x% (3,73)
16 INTERCHANGE PURCHASES 17,818,000 35.50 37.78  (1.28)10.00351) (62,485) 0.1383% (36}
17 INTERCHANGE SALES (27, 127,695) ) 90 I}
R18 WOLF CREEK-O&M EXP. - PAYROLL 10,783,210 36,30 12.80 23.70 0,06493 700,170 2.278%% 15,956
18 CASH VOUCHERS-OTHER O8M EXP, 89,329,7&4 36,30 J37.11 {1.21) (0, 00332} (296,797) 0.0834% (285)
19 TOTAL 0&M EXPENSE 274, 4356, 000
20 PAID ABSENCE-DEFERRED VACATION PREVIGUS 1984 1,049,238 (1,049,238) 2.2789% (23,911)
21 CASH WORKINS CAPTTAL REDUIREMENT (1,736,69) (50, 72)
STTERSImETER
22 ACCRUED INTEREST 9%6,731,436 36,30 82.51 (46.01) (0. 12808} (12,193,484} 0.2674% (32,809)
23 INCOME TAXES-INCLUDES K.C. ERRNINGS TRX 31,087,018 BN 7.3 (40, T30 1159 (3,468,970) 0.2674%  (9,276)
2% TAXES OTHER 5,047,111 3650 18.9% 17.59 0.04819 243,229 . 2674% 850
25 PROPERTY TAXES: MISSOURY 12,181,577 35.58 182.50 (145.82)¢0.39581) (4,854,6838) Q. 26742 (12,981
% KRMRS 1ST HRLF 6,637,788 36.58 171.50 (134.88) 10, 3BT (2,481,799 O.26Mx (6,5
& KRNSRS 20 WLF 6,637,780 35.58 351.9 (316.82)10.50800) (S, 76L,6000 0.2674% (15,407)
a8 NEDARSKR 1ST WALF 8,297 BE68 21T (IR0 8 5,838 &i1BR {14
) EERNDR 20 WF & B XS .o (18,1 & 1B =
30 wonise (0,9 35.68 182,30 (4S.ane0.EEL B o183 &)
3t CRORRR0 I B T @SESmemm 2% o13: ]
&2 6RT: 63 RISSRRI 15,00,0 198 B SLIONE 2,348 L s
3 A% NISSDURL §9,12 193 & SUOLEEe T L s
3 ORER RISSR LIBET 08 4.3 waTmeam .
33 SALES S BE 2u

L2 AE
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A1a-a% STEAN FRODICTION UPT.
A14-338 ITEMN FRODICTION MAINT. .

Stuas DESTRIMUTION

we
t1e

Hana
£

414-530-21%, 440434 TTEAR DIST, 198,292 -5 v, 434,22

STEAN CUSTORER ALCOUNTS s X

414-:30 STEAN CUZTORMER ACCTS. 57.113 29.197 $-4 Ph. 4] '.l: va.48

STEAR ADRINISTRATIVE & CENERAL ;

A4v4-320.579-371 ITLam AAC 1,494 408 B14, 386 F-T A2, 03 190 +22, 839
TATAL 0 & # EXFENSEY ¢ WS 1388 s -4.458.32¢ . 290.408.30t . 3.078. 284

OVMER OFERATING EWFENSES
E!'§ E-ELECIRIC ®
ki

-

4]
A
8, 41
4104 Y
4 i3e
1,348 043 . 1,318
! C 1 :.}gl:
2 . 04 ]
x: ,.:i., 2‘ ..Ii‘ 3 g
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t R4 1 3
S ¢ 1 ol
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520 TA 52
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u|-vsg rl};‘. M‘E. ?’ ‘E&r 441, 2% ’1
401 -9 1 . 2,341,173
401-90) “u.luc.s Anb RECOR 933041 2,3¢
401+904 UNCOLLECTIILE ACCOUNTS V.92, 28 a
CusvonER SERVICES
401-987 LU RV, SUPERV]SION 354,98 11
d01-908 Eu ;Mig s 1, 338034 44
A1 -vO® CUTT, SIV. NFORRAT ION 109,29
401-910 AfIC. CUST. YERV. EXP,
SALLS 8
i
401-911-916 SALES EXPENSE :H,"ZKJ' 28,92 46
ADMINISTRATIVE & GEWERAL s
1317330 Q06 IMLANIES 15:30¢. 37
$00-031 ARG DFPICE SuPPLIES 133010
B3 AUN.LYP. TRANS, -CR, agaye
DE _SERVICET 2188, 7Y
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KANSAS ﬁé?? Fawgﬁﬁg ggt%T COMPANY
¥YEAR END 12-31-83 ﬁﬁﬁﬁTEﬁ TO 12-31-86 AND TAX REFORM ACT
ADJUSTMENTS TO INCOME STATEMENT

S-4
STEAH OPERATING REVENUE DOWNTOWN $ 273,295

$., TD ANNUALIZE AND NORMALIZE DOUNTOWN REVENUES
PER CALCULATION OF STAFF. (WHITE)

$-2
STEAM OPERATING REVENUE NATIONAL STARCH $ -6,447,087

1. CONTRIBUTION MARGIN FROM NATIONAL STARCH
REVENUES PER CALCULATION OF STAFF. (WHITE)

5-3
STEAM PRODUCTION - OFS. £ -4,279,563
1. TQ INCREASE TFST YEAR PAYROLL EXPENSE TO -
STAFF'S ANNUALIZED LEVEL. (BRANDEL)- $ 389, 4644
2, TO INCREASE TEST YEAR FUEL EXFENSE TO REFLECT
DOWNTOWN CUSTOMERS AMMUALIZED FUEL AND FUEL
HANDLING COSTS. (KUENSTING) 2,3464, 294
3. TO REVERSE STEAM TRANSFER CREDIT FROM ELECTRIC )
OFERATIONS. (KUENSTING) -&, 791,714
4, TO RECOGNIZE GRAND AVENUE STATIOM FULL STEAM
QFERATION. {(COX) -235,887
5. 710 DISH!LON Q&M COSTS RELATED TO ELECTRIC
ROILERS. (WHITE) =53.,479
TATAL & -4,3279,583
34
STEAM FRODUCTION - MAINT. * 499, 411
1. TO INCREASE TEST YEAR FAYROLL EXPEN?E TO
STAFF'S ANNUALIZED LEVEL. (EBRANDEL 3 204,337
2. TO RECOGNIZE GRAND AVENUE STATION FULL STEAHM
OFERATION. (COX) 208, 3153
3. TO DISALLOW D&M COSTS RELATEDR TO ELECTRIC
ROILERS. (WHITE? -43
TOTAL ¢ 409, 811
&=3
STEAM DISTRIBUTION EXPENSES $ 198,297
§. TQ INCREASE TEST YEAR PAYROLL EX?§ﬁ$€ TS
STAFE'S ANNUALIZED LEVEL. (BRANDEL 8 243, 482
2. IO 31 %ﬁ ENERGY AUDRIT COSITT CONTAINED
IN TE3T Y EXPENIE. (WMITE) ~&4%, 143
TOT&L 2 198, 297

&=ia




KANSAS CéTY PGUER & LIGHT CONPANY
YRAR END 12-31-8% U
ADJUSTHMENTS TO INCOME STATEMENT

S-4
STEAM CUSTOMER ACCOUNTS

$1F8. VRRRCRE " ISEE ONRRIGEENTENE O
=

7
STEAN AMG

TQ NCREASE _TEST YEAR PAYROLL EXFENSE T0
AFF ANNUALIZED LEVEL. (BRANDEL $

f.
ST
2. TO ELIMINATE INTERDEPARTMENTAL RENTS.
(BRANDEL.)

3

.« TO ELIMINATE ADMINISTRATIVE EXFPENSES
TRANSFER~DERIT. (BRANDEL)

4. TO ANNUALIZE AAG SALARIES. (BRANDEL)

5. TO ANNUALIZE INJURIES AND DAMAGES.
{BRANDEL.)

4. TO ANNUALIZE PENSION COSTS. (BRANDEL)D
TDDEQNUALIZE PAYROLL INSURANCE COSTS.

0 ANNUALIZE RATE CASE EXPENSE AND PSC
SSMENT. (BRANDEL)

g AE?UALIZE MAINTENSNCE OF GENERAL FLANT.
T

)

0 ANNUALIZE PROFERTY INSURANCE COSTS.

TOTAL %
5-8
STEAM DEFRECIATION & AMORTIZATION

1. TO ANNUALIZE DEPRECIATION EXPENSE ON
DECEMRER 31,1984 PLANT. (WHITE)

5-9
STEAM OTHER TAXES
1. TO ELIMINATE GROSS RECEIPTS TAXES. (WHITE) ]
2. TO ANNUALIZE PROPERTY TAX EXPENSE. (WHITE»

3. TO INCREASE TEST YEAR FICA TaX TO STAFF'S
ANNUALIZED LEVEL. (BRANBEL)

2,70 INCREASE TEST YEAR UNEMP

i

*

§§$£n T0 1"*%i-5é AND TAX REFORM ACT

~314,046
13,354
-434, 000

-9846,400
387, 048

\

i
50,874
72,021
?4,322
5,833

15,945

11,\3\‘.,‘:

-814,058

729,901




KaANSaS CITY @@&ﬁ& % §§§HT COMPANY

YEAR ERD 12-31-83 U ﬂ&%@@ T0 {2~ gi«%é AND TAX REFORM ACT

ADJUSTHENTS TO INCOME STATEMENT

$-10
CURRENT INCOME TaXxes _
1. TO ANNUALIZE CURRENT INC TAXES. (FEATHERSTONE)?
$-11
DEFERRED ITC
4. TO ANNUALIZE DEFERRED ITC. (FEATHERSTONE)
S-12
DEFERRED INCOME TAXES

§. TO ANNUALIZE DEFERRED INCOME TAXES.
(FEATHERSTONE)

$-13
DEFERRED INCOME TAX AMORT.

1. 70 ANNUALIZE DEFERRED INCOME TAX
AMORTIZATION. (FEATHERSTONE)

S-14
DEFERRED ITC AMORTIZATION

i, TO ANNUGLI?E DEFERRED ITC AMORTIZATION.
{FEATHERSTONE

-1,4144,848

)]

-194,174

-34, 598
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A :: LECTRI UIPHENT 1:1388 %8
YS; B neR ERTLE FONTELENT s o s 883
TRANSNISSION PLANT
3R L?gﬂc?{}gsg“:rgnﬂﬁ?agvsnsms * b * b
2 2 2 17
i g I e i &
33 383 CBHERSAND-CIAILRE =3 3¢
45 33 OVERHEAD CONDUCTORS & DEVICES a3 Vaz
47 35T  UNDERGROUND CONDUIT "o s
42 338 (WOTPCROUND CONDUCTOR & DEVICES ) 36
49 INCLUSION OF TRANT . FLANTY L34g a5
so TOTAL. TRANSHISSTON FLONT . gt . +.08%
DISTRISUTION PLANT
51 50 LAND AMD LAND RIGHTS 1] ¢ L] I
ss 64 STHUCTUREK AND IMPRUVEMENTS o s
53 363 STATION EQUIFRENT Q
54 54 kE TOWERS & FIXTURES Q
=5 &% HEAD "ONDUCYOR: & DEVICEZ e
5é bo (W‘F‘GROU ON| o
= &7 LNDERLRDUND El“lDUCToﬁ & DEVICZES ¢ B
1) OF L]NE -F'ANS ORNER' @ G
56 359 -rn a Q
49 T ) [
£ B iifenon o coen s : i
37 ?'GE»\L nkws BN IENRY 7S & . 3
GENERAL PLANT
39 SND LAND RIGHTS . s a
iy :TRUETURE" D HPQU NTS 3.29%
94 g N1 TUR IPBENT ? 2. 08%
92 nmf»m ATION mm- 0 Iva
9% STORES € !P-csa . 128
33 TODLT gnde aNB camacE EQUIPNENT 3 3=
5T 5 af L Teh o 33
3% CRiROwIcaTioR E’%ﬁg" 1,878
R S e e :r«\«ée . 3 =
‘QY&L GENERAL 2E s [} 13 3%t

EIRECT STeam PRODUTCTION Plant

Al

dom
e
Fry
i




- Kaniad © ﬁééi %5 ﬁﬁg SONPANY
TEAR SRS tQ=31-88 %@E @ 13- 4 AHD TAX REFORR aCY
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AR A AR 40aN L8+03%
HET OPERATING ERC (STH 2.0 ® -1,396,332 & 351.933 8 359,964 ¢ Ise,q7s
Fees

CURRERT INCONE Tax N ~1,144,848 ¢ -152,293 ~150.242 ¢ ~148,271
DEFERNED INCONE YAXES:

T BESOE ML 8 et et e seaed
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FROV FOR MISSDURI INCOME Tax ~106.128 8 —ca,1t8 8 -13,927 » -13,744
RRRAS YRR BEE B ® Ll 2
SUMMARY OF PROVITION POR INCONE Tax.
s L3R, TER w *#E% P @ -t 33T g =138, WIF
w%% i3e e v18 % (hnd ﬁ?%&
PROV FOR TNCOME TAXES-Cuseget 8 =¢85 3e® 3 ~tED 35§ ~+®B_ 287 8 ~rag TT
-




CASE RO, HO-86-139

Calculstion of Anoualiszed Interest Deduction - Direct Stesm

?
1
|
RANBAS CITIY POWER & LIGHT COMPANY 1

Missouri
Live Jurisdictional
Ro. Description Amount Reference
a) (8) © (D)
|
1 Migsouri Jurisdictional Rate $3,470,741 Accounting
Base as Adjusted Schedule 3
2 Weighted Cost of Debt x 4.36%
3 Interest Expense Deduction $151,324  Accounting
" Schedule 15 |
4 Construction Work in Progress $ 39,000
5 Weightgd Cost of Debt _.Xx 4.362
6 Capitalized Interest Deduction (Direct) 1,700 Accounting

Schedule 15

(Indirect) 4,353
Total Annualized Interest

Deduction $157,377

L B
~




KANSAS CITY POWEK AND LIGNT COMPANY

CASE NO. HO-86-139 gg

TAXES OTHER THAN INCOMF

Total Stesam MPSC Staff Totel Stean
Heat Year Staff Adjustment A8 Ypongsusd
Ended 12/31/85 Adjustment Number Adjusted By
§. VProperty Teues 62.954 é7 72,580 §-9.2 135,534 White
¥, Gross Becelpts Taxes 509,234 (509,234) $-9.1 -0~ White
3., Vieh 3E,627 95,256 $-9.3 133,883 Brands]
4, Yoewployment Compensation 2,228 1,672 © 5=9.4 3,900 Brandel %
Yota! £13,043 213,317




EANSAs CITY PONER AND LIGHT CONPANY
CASE W0, WO-86-139

AT&T

City of Kansas Cicty
Musicpal Auditorium
Rertle Hall
Cicy Hall

Courss Buildipg

Police Building
Faultless Starch

Folger's Coffee

Gaiioyd Enterprises (KCPL Building)

Rome Savings

Jackson County
Jackson County Court House
Jackson County Justice Center
Jackson County Jail

¥PL-Gas Service

llational Starch

Executive ' -ils - Develcper
One Kansas City Place
Twleve wyandotte Plazz Building

Roédeway Inn

Rothenburg Tobacco
Smith sand Boucher
Stanley-Sargent
State of Misscuri

Mizsouri State CGffice Building
Misscurl Court of Appeals

Missouri Div. of Bmployment Security

Tower Properties

¥ista Betel

Irpe of Customer

New Construction/Electric-1986

Current Steem Customex
Current Steam Customer
Current Steam (ustomer
Cuvrent Stcaw Justomer
Current Steam Customer
Current Steam Custcrer
Current Steam Customer
Current Steam Customer
Former Steam Customer/
Test Boller Customer~Electric~1v8¢

Current Steam Customer

Current Steam Customer

Current Steam Customer-1983

Natural Gas Supplier in Kansas City
Current Steam Custorer-Industrial~19%§S
New Construction/Electric Custcner-1987

New Construction/Gas Customer-1685

Tormer Steam Customer/
Converted to Gas-1986

Current Steam Customer
Consultant for Developers
Fermer Stesm (ustomer/

Test Poiler Customer-Electric-1983

Cuzrent Stesm Customer
Current Stess Custeosar
Corrent Stesm Customer

Former Stesm Customer/Comverted to Gas
¥sw Constres p

Cerrent Stemm Oust
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CIRECT TESTIMONY
MICHAEL C.O:AANDACINA
Manager of Utility Steam Operations
KANSAS CITY POWER & LIGHT COMPANY
Case No. HO-83-274
(May 1983)
I;’laase state your name and address.
Michael C. Mandacina, 1330 Baltimore Avenue, Kansas City, Missouri.
By whom are you employed and in what capacity?
! am employed by Kansas City Power & Light Company as Manager of
Utility Steam Operations.
Please review briefly your educational background and professional
experience.
| graduated from St. Louis University in 1969 with a Bachelor of
Science degree in Electric Engineering, and received a Master of
Science degree in Electrical Engineering from the University of
Missouri in 1973. | became a Registered Professionai Engineer in the
State of Missouri in 1974. | received a Master of Business Adminis-
tration degree from the University of Missouri at Kansas City in 1978.
i was employed by Wilcox Electric in 1962 and 1970 as an alectronic
design engineer in the Airborne Development Lab. | left Wiicox to
join KCPL and was first emplcyed as a Sales Engineer in the Sales
Department. In 1974, | was promoted to District Superviser in the
Marketing Department. My duties included direct supervision of the
District Office and Sales Representatives, sad coeordinstion of steam

customer accounts. In 1878, | wes promoted
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e my current position in 1981, where | have genersl management
responsibility for all of KCPL's downtown pubigﬁ utility steam
eperations.
What is the purpose of your testimony in this proceeding?
My purpose is to briefly overview the history of KCPL's steam
system, and to explain and support the Company's proposed definitive
public utility steam system territorial description, filed in tariff form .
with the Commission ‘on January 26, 1983, a copy of which has been
identified as Case No. HO-83-274, KCPL Exhibit No. 1, which was
prepared under my direction and supervision.
Will you briefly describe the history of KCPL's public utility steam
system?
Yes. As set forth in its January 26, 1983 transmittal letter, KCPL
and its predecessors have supplied steam for heating and other
purposes to downtown Kansas City, Missouri customers since 1888.
Kansas City Electric Lighting Company built a generating station at
604 Wall Street (now 604 Baitimore), Kansas City, Missouri, for the
purpose of supplying electric energy for incandescent lighting, com-
mencing operation in 1888. Limited distribution and sale of steam, as
an otherwise wasted by-product of electric generation, began at that

»

time from this "Heating Station No. 1. The popularity of steam
service grew, resulting in the formation of the Kansas City Heating
Company in 1805. That company built 2 second steam supply source
in 1907 (Heating Station No. 2) which was later expanded in 1917. A
puréhase of the Misscuri River Powerhouse (now Grand Avenue
Station) from the Kansas City Transit Company in 1927 enabled the
retiremant of Heating Statien Ne. 1. New high-pressure suppiy mains
were construsted from Grand Avenve Station im 1909 and 1830, and
extended ia WM. The
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Page 3
1358 enabled vetirement of Hesting Station Neo. 2, leaving Grand
Avenue Station as the sole source of steam supply for downtown
Kansas City, Missouri customers.

Throughout the first 30 years of this same period, numerous
electric companies competed in the Kansas City area for retail electric
business for essentially lighting and transit purposes. Through a
series of business failures, mergers and acquisitions, Kansas City
Power and Light Company emerged as the certificated electric and
steam utility for what is now KCPL's metropolitan Kansas City,
Missouri service area. In 1922, the Commission approved the con-
solidation of Kansas City Power and Light Company and Carroll
County Electric Company (now KCPL's East District) forming Kansas
City Power & Light Company. On July 31, 1922, the Commission's
Order in Case No. 3387'approved the consolidation, and issued the
new Kansas City Power & Light Company a certificate of convenience
and necessity to provide such service in those areas "in which the
Commission has heretofore authorized said Kansas City Power and
Light Company and Carroll County Electric Company to conduct the

Xt

business of a public utility . . . Of necessity, but without specific
mention, KCPL's public utility steam service to downtown Kansas
City, Missouri was included. To eliminate certain administrative
problems that had developed, in 1934 (Case No. 8560), the Commis-
sion issued its “"blanket” .ccrtiﬁcate of convenience and necessity for
KCPL's Missouri service territory, again including the downtown
Kansas City, Missouri public utility steam territory, but without

specific mention.
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of sonveniznce and necessity therefor has become, as a matter of law,

i

cosntensive with the territory described in KCPL Exhibit Ne. 1.

Q. Why does KCPL now propose to specifically define its public utility
stsam service territory?

Being a regulated monopoly, KCPL's certificated service territories
gre the very essence of ils businesses. It is thus important that a
service area, ostablishing the exclusive right to serve while carrying

the obligation to serve all customers indiscriminately, be clearly

>

defined. As a practical matter, KCPL's public utility steam service

s
o

territory is well-defined, by location of facilities and customers, and |

-t
)

am advised as a legal matter the territory is likewise "defined."

—d
~N

However, nowhere to my knowledge is there a document setting forth

-
w

that territory as such. It is in the interests of our steam customers,

oy
F 9

both existing and potential future, that the geographic area within

which KCPL is, and holds itself out to be, ready, willing and able to

—
2]

supply public utility steam service be clearly defined.

S
o

Wili you please explain why it is in the interest of customers that the
18 steam service territory be clearly defined?

19 A. First, let me state that, in preparing KCPL Exhibit No. 1, we

20 attempted to add specific definition to the existing public utility steam
21 service territory. We were further guided, however. by the princi-
22 ples of including therein (i) all existing customers, and (ii) those
23 areas where stsam supply lines and related facilities are already in
24 place and ready for service. This assures existing customers of
25 continuity of steam service, and prospective within the
26 defined territory of access o steam service. Assuming the continued

27 advantages of public wtility steas service o
28 Sefinitively b

ol
w
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areal
There are wsaentially thrse fundamental reasons. First, our only
source for public utility steam service presently is Grand Avenue
Station, located st the north end of the downtown Kansas City,
Missouri area. We are therefore limited in the area and distances
ever which steam can be economically transmitted. Second, we have
experienced in the past some new steam customer additions in
locations wher; steam supply facilities were lacking, usually at
customer expense under our line extension rules. Because downtown
Kansas City, Missouri is a mature area, with steam supply facilities
being underground, the costs of installing and extending facilities is
extremely high, exceeding $300 per foot. For an average city block
<;f approximately 400 feet, this means a cost in excess of $120,000 to
extend new facilities a block. Third, the downtown Kansas City,
Missouri district is badly in need of revitalization, and numerous civic
and economic development efforts are underway to accomplish that
end. Given the existence of steam supply facilities within that area
now, and the attractior that public utility steam supply can provide
to potential downtown customers exclusively, it is hopeful that such
steam service can assist in revitalization efferts.
Do you have any conclusions to offer?
While approval of the propc;sed public utility steam service territoriai
description by the Commission is a “technical” detail, it is neverthe-
less an important cne that should be affacted in the best interests of

KCPL and its public utility steam service customers.




AFFIDAVIT

STATE OF MISSQURI
88

Vet el N

COUNTY OF JACKSON

MICHAEL C. MANDACINA, 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 5 pages,
to be presented to the Public Service Commission of the State of

Missouri in Case No. HO-83-274; 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

1
sl L.
;

knowledge and belief.

Michael C. Mandacina

Subscribed and sworn to before me this #X day of May, 1983.

’ ', Netary Public ?

I:. 5“3\?.--""“ . Jackson County, Missouri
Syt s, .
£M5 .. EMy. commission expires:
:";‘. ?( A ) ) ($83
" e - -
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KANSAS CITY POWER & LICHT COMPANY

L3O BALTIMOAR avEnUE
® Q 20% éve

KANSAS CITY, MISSOUR! 6414l

o & RABMUBDEN
e TemBENY January 26, 1983

TORETVPATR FuAb IR

Mr. Harvey G. Hubbs, Secretary
Missouri Public Service Commission
. 0. Box 360

Jefferson City, Missouri 65102

Dear Mr. Hubbs:

Enclosed for filing with the Commission are ten (10) sets of the
following tariff sheets related tc Kansas City Power & Light Company's public
utility steam service to downtown Kansas City, Missouri customers:

Kansas City -~ Public Utility Steam Service:
Original Sheet Ncs. 3 and 3A (Territorial Description)

These tariff sheets and the map attached thereto provide a detailed
description of KCPL's public utility steam system territory, coextensive with
that area within which KCPL bhas historically held, and continues to hold
itself ready, willing and able to provide public utility steam service, subject
to the terms and conditions of its General Rules and Regulations Applying to
Steam Service currently in effect and on fils with the Commission.

Please note that the enclosed tariff sheets bear a proposed effective
date of February 26, 1983. The Commission should be advised, however,
that even though the proposed tariffs (territorial description) are new, they
do not refiect a change in what has in fact been the Company's steam system
tarritory for many vears. These tariffs merely add precision in definition to
those historic de facts boundaries for public utility steam service in
downtown Kansas City, Missouri.

The Cecmmission will note that KCPL's Territorial Description for electric
sarvice to Missouri customers, coextensive with its Missouri retail "blanket”
certificate of convenience and necessity issued January 10, 1934 (Case No.
8560), is currently in affect and on file with the Commission.

A brief review of the history of KCPL's public utility steam service may
assist in determining why no territorial description for such service Las been
filed prior to this time. KCPL aad its predecessors have supplied stesm for
heating and other purpeses to downtown Kansas City, Missour customers
continuously since 1888, Kansas City Electric &.zg%z Company buwilt 2
generating station at &04 wali Strest {(moe & orel, KXansas City.
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e, Harvey G. Hubbs - January 26, 1983

Missouri, ¥Yor the purpose of supplving electric energy for incandescent
lighting commencing operation in 1888. Limited distribution snd sale of
steam, as an otherwise wasted by-product of electric generation, began at
that time from this "Heating Station No. 1",

Thereafier, the popularity of steam service grew, resulting in the
formation of the Kansas City Heating Company in 1905. That company built
2 second steam supply source in 1907 (Heating Station No. 2), which was
fater expanded in 1917. A purchase of the Missouri River Powerhouse (now
Grand Avenue Station) from the Kansas City Transit Company in 1927
enabled the retirement of Heating Station No. 1. New high pressure supply
mains were constructed from Grand Avenue Station in 1929 and 1930, and
extended in 1954. The addition of another high pressure main in 1958
enabied retirement of Heating Station No. 2, leaving Grand Avenue Station
as the sole source of steam supply for downtown Kansas City, Missnuri
customers.

Throughout the first thirty years of this time period, numerous eiectric
companies competed in the Kansas City area for retail electric business for
essentially lighting and transit purposes. Through a series of business
failures, mergers and acquisitions, Kansas City Power and Light Company
emerged as the certificated electric and steam utility for what is now KCPL's
metropolitan Kansas City, Missouri service area. In 1822, the Commission
approved the consolidation of Kansas City Power and Light Company and
Carroil County Electric Company (now KCPlL's East District) forming Kansas
City Power & Light Company. On July 31, 1922, the Commission’'s order in
Case No. 3387 approved the consolidation, and issued the new Kansas City
Power & Light Company a certificate of convenience and necassity to provide
such service in those areas "in which the Commission has heretofore
authorized said Kansas City Power and Light Company and Carroll County
Eiectric Company to conduct the business of a public wutility . . . ." Of
necessity, but without specific mention, KCPL's public utility steam service
to downtown Kansas City, Missouri was inciuded. To eliminate certain
administrative problems that had developed, in 1934 (Case No. 8580}, the
Commission issued its "blanket" certificate of convenience and nacassity for
KCPL's Missouri service territory, again including the downtown Kansas
City, Missouri public utility steam territory, but without specific mention.

Bacause KCPL has never exszrcised its public wutility steam service
certificate rights and obligations outside the downtown Kansas City, Missouri
araa, its certificate of convenience and necessity thersfor has become, as a
matter of law, coextemsive with the territory described in the enclosures
filed herewith, pursuant to Section 383.170(3) R.S.Mo. The enclosed
description merely documents that fact.




Me. Marvey G Hubbs -3 January 26, 1983

! would thus appreciate vour bringing the enclosures to the attention of
the Commission, and for convenience, | have enciosed sufficient copies of
this latter for circulation.

Sinceraly,

7

- R
. }','. T N N IRV 7

l.. C. Rasmussen

LCR:jp
Enclosures
ce: Office of Public Counsel
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION
Jafferson Cley
December 1, 1983

CASE NO. HO=-83-374

Mark G. English, Attorney

Kansas Clty Power & Light Company
1330 Baltimore Avenue

Kansas City, Missouri 64105

A. Drue Jennings

General Counsel .
Kansas City Power & Light Company

1330 Baltimore Avenue
Kansas City, Missouri 64105

L. C. Rasmussen, Sr.., Vice President
Kansas City Power & Light Company
1330 Baltimore Avenue

Kansas City, Missouri 64105

Jeremiah D. Finnegan

Attorney at Law
4225 Baltimore Avenue, Suite 101

Kansas City, Missouri 64111

Enclosed find certified copy of ORDER in the above-

numbered case.

Sincerely,

oo L bl

Harvey G. Hubbs
Sgcéretary

uncertified copy:

Office of the Public Counsel
P. 0. Box 7840
Jefferscn City, Misscuri 85102
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BEFURE THRE PUBLIC SERVICL COMMISSION

QF THE STATE OF MISSOURI

Ws§1JE§T§§:§:i

In the mtser of the filing by Kansas City
Power & Light Company of Kansas City,
Miassouri, of tariffs designed to

establisa and defins steam service area
boundary lines.

APPEARANCES: Mark G. English, Attormey, Kansas City Power & Light
Company, 1330 Saltimore Avenue, Kansas City, Missouri 64105,
for Kansas City Power & Light Company.

seven Dottheim, Deputy General Counsel, Missouri Public
Service Commission, P. Q. Box 360, Jefferson City, Missouri
§35102, for the Staff of the Missouri Public Service
Commissica.

REPORT AND ORDER

On Jasuvary 26, 1983, Kansas City Power & Light Company (XCPL or Company)
filed proposed tariffs with the Commission designed tc define the boundary lines of
the service ;rez in which KCPL is authorized or obligated te provide steam servica.
The Commission docketed said tariffs in Case No. §0-83-27%, and duly suspended said
tariffs by Suspensica Order datad February 25, 1983. 3By its "Order of Consolidation
and Secsnd Suspension, Requiring Notice %o Customers, Modifying Schedule of
Proceedings, and Granting Iaterventions® dated March 4, 1983, the Commission, inter
alia, censolidatsd for joint hearing Case Nos. HR-83-235 and HO-83-274 and further
suspended to December 26, 1983, the tarif? sheets previocusly suspended in Case No.
BO=83-27%.

Pursuant 3o sald Order of Comsolidation, and the “Order Dississing Certain
Tari®®s and Modilvying Sotice to Customes

= gated Zugmst 31, 1983, ECPL duly geve

required potice %2 its stesm desl gzervigce smtcsers of the s of Case

ferther dlsmissed 328 cleosed Jaze Bo.
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Flalugasone

G May 28, 1983,-ECPL duly Piled the teatimony and supnorting sohedules af

. ¢, Mgndacina. On Jephtember 9, 1983, the Commission Staff duly filed the testisony

and supporting schedules of J. L. Ketter.
ECPL, Comm.zsion Stalf and Office of Public Counsel ars the only parties to

thia case; there was no "equestad intervention or other participation by any other
person.

A prehearing conference in this matter was duly held on Septdmber 19, 1983,
as ordered by the Commission, and formal evidentiary hearings were held pursuant to
Commission order on October 3, 1983. KCPL and Commission staff were the only parties
appearing at the preheaanslconference and formal evidentiary hearings. At the
formal evidentiary hearings; KCPL offared the prefiled testimony and supporting
schedules of M. C. Mandacina, and the Staff offered the prefiled testimony and
supporting schedules of J. L. Ketter. KCPL, Staff aud Public Counsel, by Stipulation
and Agreement offered at said formal evidentiary hearings, stipulated and asr;ed that
the Commission should enter an order approving and allowing the tariffs as filed in
this case. Upon the offering of the preflled :estimégy and supporting schedules of
M. C. Mandacina and J. L. Ketter and said Stipulation and Agreement, the formal
evidentiary hearings were then recessed for disposition by the Commission of said

Stipulation and Agreement.

Findings of Fact

kansas City Power and Light Company is a public utility corporation duly
orguanized and existing under the laws of the State of Missouri. The Cocmpany is an
electric corporation as defined {n Chapters 386 and 393, RSMo 1978, with ita
adainistrative offices and principal place of tusimess located at 1320 Baltimore

Avenue, Kansas City, Missouri 58105. It is engaged principally in the gesmerstios,

transmission, distridution and sale of electric ssergy and te @ lesser extemt in the
furnishiag of stess service. Elecirmic smergy iz distriduted and sold o the publlic
i aod Esnsas, andTvteam service

92 3 retall %a3ds in at aren in ihe $tale of Hiw

i2 4

ded amt 20ld to the mRllC 0B 8 relacs aada a8
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ECPL and Lba predecessors have supplied steam for heating and ather
purpesea Yo dowatown Kansas City, Missouri customers alace 1888. Throughout the
firat ‘m:‘ty {3Q) years of this aervice, nuserous eleatric companies competed in the
Ransaz Clty area for retall electric businesa for essentlial lighting and tranait
purposes. Through a series of business failures, mergers and acquisiticns, Kansas
City Powar and Light Company emerged as a certificated electric and steam utility for
what is now KCPL's metropolitan, Kanaas City, Missouri service area, In 1922, this
Commission approved the consolidation of Kansas City Power and Light Company and
Carroll County Electric Company (now KCPL's East District) forming Kansas City Power
& Light Company. On July 31, 1922, the Commission's order in Case No. 3387 approved
the consolidation, and ilssued the new Kansas City Power & Light Coumpany a Certificate
of Convenience and Necesaity to provide service in those areas "in which the
Commission has heretofore authog-ized to said Kan;as City Power and Light Company and
Carrall County Electric Company to conduct the business of a public utility". Of
necessity, but without specific mention, KCPL's public utility steam service to
downtown Kanasas City,' Mias'ouri; 9;3 included. - To eliminate certain adminisfrative
probler that had developed, in Case No. 8560 (1934) the Commission issued a blanket
Cartificate of Convenience and Necesaity for KC?L's Missouri service tarritory, agaia
presumablyincluding the downtown, Kansas City, Missouri public utility steam
territory, but without specific mentioa.

By its proposed tariffs, KCPL wishes %o clearly define its steam sarvice
territory. KCPL's only sourcs for public utility steam service preseatly is Grand
Avenua Station, locatad at the north end of the downtown Kansas City, Missouri area.
KCPL is thus limited in area and distance over which ateax can de economically
transmitled. Because downtowm Kansas City, ¥lssouri i3 a mture area, with ateas
upply facilities delng underground, the 2ot of installing expanding faciliities is
extmmely high, excesding 3300 per foel. For s average oily Bloek of ximately
400 Ceet, this means a cost in excess of $120,000 to extend pew facilities ome dlock.




Given ne exiaztance of 3%eas supply feailities within downtown Ransaa City, Miasouri
&5y the ablrsalion &8ss puedda LBiility steaw service can provide to potential
dosmbovs matosers eacluaively, EKUPL is hopeful that its steam service can assist In
the revitalizaticn efforts of downtown Kansas City, Missouri.

Staff witness Ketter testifled that he had reviewaed the Commission order in
Case No. 8880, and noted no reference to the steam operation of the Coqpany or
definition of doundaries relating to steam facilities. However, there are two
references tO boundaries in KCPL's General Rules and Regulations respecting steam
service. 3taff recommends that this Commission approve the CQmpapy's proposed steam
sqrvice boundary tariffs as filed.

The proposed boundaries include all of the Company's existing customers aad
exisiting steam facilities. The practical limite of the Company's steam service
territory are defined by the Company's existing steam facilities. The Company's
filing in this matter provides a tariff definition of the territory in which the
Company must prcv;de and maintain service, and the proposed boundaries more clearly
define current practical iimiés regarding how far customers can be from the steam
source.

A copy of the Stipulation and Agreement entered into in this case i«
attached to this Report and Order as “"Appsndix A", and is herebdby incorporated bdy

reference herein.

Conclusicns
RCPL is a puclic utllity subject to the jurisdictiom of the Casmisaiea
pursuant to Chapters 388 and 393, RSMo 1978. EKCPL's proposed tariffs, which ars the
subject matter of this proceeding, were suspended pursuanl o aulborily vested ino

this Commissicn by Section 393.1%0, %Mo 1978.
is aay rate,

The Coamission, after motice and hearing, ®may ovder 3 <

‘charge or renlal, aad any regulelion or prectice alffeciise any rale, ¢

reatal, and it sy delermioe and preseride ihe lawhl rale,




lawful regulaticn or prsatics affectlag ssid rate, charge or rental thersafter to be

gnagrend.

The Commission may consider all facts which, in itas Judgmant, have sny

zearing oa a proper determination of the Cocmpany's steam service territory
boundaries.

For the purpose of determining just and reasonable terms and cpndibiona for
the provisioa of steam heat service, the Commission may accept a Stipulation and
Agreement in settlement of any matters submitted by the parties. The Commission is
of the opinion, after due considsrabién of the Stipulatiocn and Agreement submitted by
the partles hereto, that the matters of agresement contalned therein are reasonable
arid proper and should be accepted.

The prefiled testimony and supporting achedules of M. C. Mandacina and
J. L. Kaetter are received into evidends, and theiformal evidentiary hearings are

hereby adjourned and the recommendaticns of the parties hersto are adopted.

ORDERED: 1. Tﬁa: tha tariffs as filed by Kansas City Power & Light

Company in Case No. HO-83-274% be, and hersby are, allowaed te go into effect on the

effective date cf this Report and Order.

CRDERED: 2. That this Report and Qrder shall become effective on the

2uth day of December, 1983.

BY THE COMMIsSSICH
'_u-ifw 5,.._ N .Mws
Harvey G. Hubbs
Sscretary

(seatu)

Shapleigh, Cam., ¥usgrave, Mueller
and Hendren, CC., Copour.

Dated ab JeffTersen City em this - ;
h& m ‘w £MQ 3%«

' It i3, therefore,




APPENDIX A

SEFOAE THE PUBLL SEAVICE CommiBRION
OF TEE STATE OF WRISSOURl

ta ene esasze? of she fZiling by Ramsaa

Suny Powss b LijR3 Cospany of #ansas CiRy,
mpseoury, ef saciffe designed 0 esuablish
sod define S5ess sesvice area boundasgy
Lines.

Case No. BO=83-274

[P

STIPULATION AND AGRES T

HusasAs.’on Januacry 26, 1963, Kansas City 2ower & Light
Company (KCPL) £iled aroposed tacifis ;Ién the Cosmission designed 2
define the boundacy lines of the service arsa in which RCPL is8
guthorized or obligated to provide steam ;orvlcc:

WHEREAS ., ‘the Commission docketed said tariffs in Casze No.
#0-83-274 and duly suspended said tariffs by Suspension Order dated
Februacy 25, 1983;

WHEREAS, by Otder of Consolidation and Secound Suspension,
Requiring Notice to Customecs, Modifying Schedule of Procesdings, and
Grancing Iaterventions dated Mazch 4, 1983, the Commission inter
a2lia consolidated for joint hearing Case Nos. BR-83-245 and
HC=-83-274 and further suspendad to December 26, 1983 tariff sheets
previously suspended in Case Ho. HO-83-274:

WHEREAS, KCPL submitted to the Commigsion on May 20, 1983
Affidavit of Publication in The Daily Record, a daily nswspapel of
general circulation published in Kansas City, Jackson County,
Missouri, cespecting notice of intervention deadline and hearings in
Case Nos. BR-83-245 and HO-83-274;

WHEREAS, by Otdar Dismissing cectain Taciffs and Modifying
Notice to Customecs dated August JL, 1983, the Commissica dismissed
and closed Case No. HR-83-245 pursuant to the request of KCFL and
authorized KCPL to modify pursuant to its request tae actice te be
given its sceam h|l£ customers respecting Case Ho. B0-83-274;

WHEREAS, ECPL om May 24, 1983 and the Commission Staff om

Sepromoer 9, 1933 duly filed testizeay and isted s=h 88 in
suppoct of said proposed tariffs, and

WHERSAS, ne pecson R8s iatervensd lo cgpesizisa ® 2253
proposed taciffa, and the pagties dedsls ace whawass of s=7 CoPSSiliss
whatsoeves T 583d propossd sacilfs: ead
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SHEREAL. o prensating coaference sn Case HO. #0-89-274 was
seld on lepeemper 1. L96) am ocdecsd by the Commission.

dew, inesefoce, he Pacties herens do stipulace and agree as
fokliows:

L. That the ptoposed :axiffa filed by KCPL in this matcer
Be approved and al.oved by the Commaizaion as fliled,

2. That the dicect testimony and asscciated exhibits of
RCPL vitness M. C,'Mandacina, filed on dMay 24, 1983, and the dicect
Testimony ;nd asgociaced exnibits of Commission 5talf witness
J. L. Retter, filed on Sepcembec 9, 1981, ace hersby submitted for
the cecocd, shall be received ingo evidence without objection, and the
appearance and csoss sxamination of said M. C. Mandacina and
J. L. Retter shall be excused and waived.

3. That the evidence zeferred to in Paragcaph 2 heceof and
any additional evidence adduced at the heacring hueld for submission of
this Stipulation and Agreement to the Commission constitutes and
comprises all the evidence submitted in this case.

4. That the Staff shall have the right to provide to the
Commission, in memorandum form, whatever furthsr explanation the
Commission requests and that such memorandur shall not become a part
of the rscord of this proceeding and shall not bind or prejudice the
Staff in any future proceeding or in this proceeding {n the event the
Commission does not approve the Stipulation and Agceement., It is
understood by the paciies hereto that any rationales advanced by the
$etaff in such a memocandum &ce its own and nct acquiesged in oc
otherwise adopted by such sther pacties.

$. That the parties to this Stipulation and Agreement shall
not be deemed O have approved or acquiesced in any catemaking
principle, value sgchodology, cast of searvice mashod, o rate desigh

pcoposal underlying any of tie crates ard tariifs peovided fog in this

Stipulaticon and Agreemsats,

6. That ia the svent the Commission accepts the specific
Rezne of chisz 3uizeslation and Agcesmest, R gt:;ies hagels vaive
their sespective cights pesteisiag T {al e peeseniasion of ozal
dcgument of filing of weitlem Doiefs, Fersuant 2 Sectise 338.080:10)
RS0 1978: (b e cesdiag of tde LTamSerigt Oy the Commissies




FRATH

Pul Gudnt e BeRTien $36.088¢1) RSMe L9TE&: and (3} jedicral feview.

et Buant o Jediaen 186,512, BShe 1978 wish cespess 0 all itssues in
ThyE BRBIRE.

s, That in the event the Commassion does not ApPIOVE and

.

adepe this Stipulation and Agreement in total, and in the event the

tacyffs agreed to hefein do not becoma effective for service gendesed

ra ascocdance with the provisions sontained herein, this Stipulation

and Agreement shall pe void, and no pagty hegeto shall bound by any ot

tpo agcoements or provisions heceof.

Respectfully submitted,

-EQ
ATTORNEY FOR
KANSAS CITY POWER & LIGHT COMPANY

BY mlﬁ

Steven Dotthean

ATTORNEY FOR THE STAFF OF THE
MISSOURI PUBLIC SERVICE COMMISSION

By MC-.W
Micnsel C. Pendergast

ATTORNEY FOR THE
OFFICE OF THE PUBLIC COUNSEL

“




STATE OF MISSOURI
OFFICE OF THE PUBLIC SERVICE COMMISSION
I have compared the preceding copy with the original

on file in this office and I do hereby certify the same to be

a true copy therefrom and the whole therecf.
WITNESS my hand and seal of the Public Service Commission,

at Jefferson City, this _1st day of December 1083,
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UNBEPORTED BUS AND TRUCK CASES !
PHBEPORTED bBYS AND TRUCK CASES—Continued. .
Huse pio, o B
@ Caption. Duate of Crdet.
V088 | Wewh Platns v - REPORTS OF THE PUBLIC SERVICE COMMi
Pidbis | ot Troas. Co.. Me (Extension ofauthority)...] bec. 22 1934 i
¥ 94 ”_LM””"”’W:" ;::lﬂé‘m.:l»‘u;muw permitgranted)... | guty 2 1035 - OF THiE :
i Wishite Totton ,0‘; u‘ Elension of authority) . , .. Nov. 9, 1034 . . .
t srostedh. ..., (,' 0’“  Lerete permit J STATE OF MISSOURI
pvsidl :Mm. H. A e (Tronsfer of truok urlihcul;) l\:l‘:: 2:‘ :2:: ) —
k mw:u mw'f"""”" Mo (Contract huulers ’
o | Wokssun, Ployd, B (Rxtonsion of suthorityy,. Aug. 10, 1034 n the Matter of the Application of the KANSAS CITY POWER &
?;m: :&a’m 1. L., Be (Estenslon of authority) :,'f,b, ,:" ::::‘ LIGHT COMPANY for an order authorizing 4 to commiruet,
.98%9 Wm»:: jt“h. B!:- tl:uunuun of nuthority). . ... .. Jan. 26, m; maintain and operate electric trasemission lines in Yhe
T-5680 | ittamn, s, u.‘( ‘:::mrz::gmmy: ......... April 30, 1034 Counties of Jacksen, Clgy, Cass, Platte, Carroll,
3»’,»” W iams, ;’m’"’. B (Eatomsin ir mh«:;:-y;m ...... Jun. 20, 1034 . Howard, Lafayette, Pettis, Randoiph anc Ssline, sl in the
‘Vm zﬂm & W., Be (Batonsion of aulborlly)....':.'.' ::: ;:n{ ;:’ ln'u State of Missouri.
¥.580 wmm" Arthus 4., Bo (Truok cerlificate granted) . . Jn:.' 17, ::;: -
VBB | Wi ., Bsnnue, Be (Truek cortifionte grantedy, . . ., Au :
LET Witeon, 7-B., Be (Contravt havler's perumit 8runted) . 0..-;.‘ :; :::“ Case No. 8560.
Phaay o 'w:u;&‘gnu’uun permit granted), . Jul); s m:: Decided Januvary 310, 1984,
kZ 7] v o uv "- Btenslon of authority) . ., . | . Aug. 30. 193 —_—
hrhman, 1. 9., Be {Eatension of ' i
127 authority), ., .., A
L4586 gmm*‘;;; l‘;. §Franstor of truck curtifieate) .. .vu':.r.“ -.‘-: :::: 1 (See Digest: Monopoly and Competition, 8.) Territazial WM-
Lz Wouds 4 Bon e (ﬁu:;m»n @f suihority). ... ., July 30, 1934 Municipally and Privately Qwned Plants. la autherising o peivasely
obes. ..., @ He (Jolnt and through owred utility, by Llanket order, to extend its transmission lines saywhers
Phien Wamds & Bon, ‘m";" Wuf wathe AL CJuly 2, 1934 within a defined territory, the Commissicn reflused 1o vesorve for develop-
:z:”@ Woud Bron., Re (Tranater of Sruok u‘;: ':l:’.-l'.: ------ April 24, 1034 nent by municipally owned systems, a definile area around essh ety
% 29 Wi, §. V., B ¢Truok vorticuto granted) [ R Oct. 16, 1034 served by a municipal plant, it being pointed out 1hat sinoe the Comsids-
oap Woodwen, ©. B, 000 B, ¥., 1o (Extonsion of ‘u‘ulu'a.'o',-; Dcee. 10, 1934 sion was without jurisdiction to compel a municipulily to extend s lines R
Moo e Jun, 30, 194 bevond its boundaries, there would he no tribunal to which the rmidenta
v : ! - 1938 . of such areas could rasort te compel service or to regulate it when rendesad.
e T Vabbow Gub & Beppage Co. M 2 (See Digest: Certificates of Convenience and Hecezsiny, 32 B~
. 9 py mmmm‘fz;,;::, (Plomissul for tatture trical Utility. Territorial Division. The Commission granted as &
x;;m Yowald, Lborkes 8., W CTryek mmu‘,‘w da oy June 26, 1934 utility's application for autherity to extend its trapsmission lnss anywhese
i Foung, 4. B. s 1. B Jenm, Ro (lnwm-?o p:l;'r’l.l; Jen. 291044 within a defined territory, since such aulborily would el osly sliminste
vam0n | v $ramdedy. ..., ., R T ! Feb. 2 the necoessity of the utility requesting authority frow: lime to tims for spenife
m; ool 8., He (Contract haulervy permitl . 1934 development within the territory, but woald act in the publie inteent, ia
Tanee Yoyl ... et TP Sopt. 27 that the utility would know within what feld to concentraie its antivitim
B-54my Pawih ;z‘z”*wﬂuﬁ, p ‘:;’;L'::l‘m »'fmw\« certifonte).| Fob. yo, :1'::: ' and to develop its market, and ihe citizens wouli know to whom o lsvk
e . slan of suthority) , , ., , . ' a
BHre Wwwuht & Sones, Be (Suiny eorvigo ut Mm"-rndy:.mo h Muy 1. 1004 for 'erv."'e I~
L i s uR 3 (See Digest: Orders, 3-4; Arbitration.) Ameniiment of Fermer Ozder.
.............. Feb, 15, 1035 Arbitration. Where the Comsnission in its former erder bad graated as
Dbt %. elecirical utility authority to extend ils transmission Lnes anywhere within
# & Nolstgurators, Mo (Gontgget hauler's permit a defined territory, but made it mandatery thal sy conlroversy =itk ia-
G5 WWW “ . ‘E‘ ............................... Juns 2, J934 terested parties be submitted to it for arbitration, said erder was amaended
Pl i Bs (Contract hauler's permity ' by providing that any such eontroversy was to be submitied to the Cow-
T e Vo ton, R iion o sy 1] S B 09s isson ol afer the parties had mprer fe do s
b L Vool At ceee] Aum 29, gu3
z: Fbkt- 5 | owin, (’w:w:, ' (u:,‘;,:f;“:;“"::""»f wothoris) .| oct. 12 1oga APPEARANCES:
s rerermitgranted.) June 56, 103 Ludwick Graves and Chester Smith for the Applicant.
e U N WL Simpson for Nissouri Pawer and Light Co.
, - - - » -
It. W, Hedrick for Recetver of SI. Louis-%an Frasciace Ry.
Ca.
t1)
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21 so. . s, G 21 MO. P. 5. C. ice 1o the city
, wishes eleeine serviee lo \
T J. A Polter for Trustees of Mlissouri Pacific Railroad Co. The 'a?!glwannld 'p”u:'““:’; Juckson Counly m;m w
A. W, Douglas for Chicago, Rock Island & Pacifie Railway of lfall‘?:,l: ol;:eyr :..owm and eities loesied ip the mm wy |
: irty-five - » "
a. ”f::[;fl for Kansas City Southern Ry. Co. Il::‘xl:l-cyhcrc(ol'org (lu{gnfalcd. aﬂdl;'?ﬁ;ﬁg‘?gmm sejucent Lo
5 H. Williamson for Frisco Ry. Co., Telephone and Tele- The electric utilities operating ¢ the applicest are the M-
graph Depi, the Lerritory sought Lo be ."’Wf.d by v; p ?M Blissourt Power & |
2oW, Walbridye tor Western Union T, elegraph Co. souri Gas & Llectric s.ervm: wﬁgﬁ'&: Service vy, ihe
Hoseoe Howard for Slater, Missouri Muricipal Plant. Light Comg;n_n.y. (l_he %f::;bm%w iahit & Traclion Py,
Missouri Utilities Company, the ( Ligh o prolest was made
‘ . . > Service Company. pmi iy
REPORT AND ORDER OF T11E conission. L N P etriie utilitics except the Missour} Pubilic
ENGLISH, COMMISSIONER: Service Company, o the granting ”',:-bc;? "::Jgém Lateyeite |
This £use is belore (the Commission upon the application of In Section 36, T"“'".swpl higz- one cusiomer loested in the |
the Kansas City Power & Light Company of Kansas City, Mis- Counly, Missouri, the applican t, of thal seclion. To resch that
sour, im;ﬁilmuer referred Lo as (he applicant, for an order of the ¢ weslern or Lhe southwestern par electric lipe extending lrom ithe
v loh granting said applicant a certificate of convenience customer Lhe appiicant has a’:. soulhward, cremiag the lines ‘
and Becossity (g construct, reconstruct, relocate, maintain and north side of the aforesaid sec m?;ompaay loeated wlong High- :
xﬂ@a electrie transmission and power lines necessary to furnis), of the Missouri Public Service Co this one rusiomer by thal ]
Lrie service Lo the public within the lerritory more fuily here- way No. 40. The applicant iz ’:er;l?,g the Commimion i Case
inafier fdmrib.m. in the Counties of Jackson, Clay, Cass, Plaife, exlension under authority gran dzu not show 1hai the Mis.
Carroll, Chariton, Howard, Lafayel(e, Pettis, Randolph and : No. 5768. The record in that cgu secured authority from ihe "
Saline, all in the State of Missouri, souri Public Service C°mpanly'onmand operslion of the eleeiric :
This esse was heard by the Commission, after due notice Commission for the consl‘;‘::rly' neither do Lhe files of the Com-
bad beon given, al Jeflerson City en the first day of November, . lines that it has in l.h?l lel.'rlion ) However, il seems 19 us M |
1933, st which llm&a:'ul place all interested parlies were given mission give _lha:e l:n?lr:;ne:essiiy would nol require ihe W& ‘
B8R spporiunity 1o eurd. public convenien 1eCes in that rursl lerritory, and
The nz?lieam has furnished 1o the Commission the names nance of Lhe l‘;’olf:efller;icgli.anl‘i::nlol the lerritory in which ihe ]
of wll the roilroad, telegraph and telephone companies whose lines s|mp'llﬁcal|0“kot serve, and in order 1hal the public may know 1
#96 located within (he aren jn which the applicant  desires (o aPP"C"“‘.seeh 8 lg look for electric service in thal small lerritory, ]
operale and the names of all (he electric utility companies that to whom it s ‘:“lhe applicant’s proposed boundary line should be |
g’; mmqm in ‘:ﬁ u;rr:lory adjacent therelo. Nolice of heay- u.hap p ezr?nu:;al mlﬁfn by localing the bourdary iuz :l:c s line
B w5s given 1o sl of (hese companies. Nolice wus also given change h tion ¥ mile soul be sorth
f9 the elorks of (he connly courts of the varioys counties, as well running east andfw:;; tl::::l: ¢ ’Ac:cordinsi)’. we will of sur ows
# o tﬁtﬁjm of :ha cil‘i'es in ’v.vhich there are operated munici- boult_ldar;!nz::‘%"lh’e application to conform to our maq! ﬂ'c
Y ow nis located in the territory described. ' motion ignation of that parl of Lhe boundary. appli
, The applicant has filed & map, marked Applicant’s Exhibit i reasonaglell‘::’ﬁ?:sgz?ioPublic pScrvice Compuny can ”"’?; :;
¥, showing the entire arex for Wwhich it secks a certilicate of cop- i cant and Lh for the necessary changes in their lines sou
z & y . , . . ', a . . T BB BE5V
Yemenee and mecessily. |1 ylso filed maps marked Applicant’s i suitable time tion line so that the cusiome sesved by the
Exhibits N, 0, p, GRS T UV W, and X, on which are de- 1hat_qua{le;'lff): served by the Missouri Public Serviec Company.
in gzgalm detail the boundary lines of the arcy iy cach applicant wil unicalion companies, lelephone and tebe-
Lounty in which it iy aperating and for which it secks n certificate, Some o allh ¢ co::i'l':-oad companies, prolesied the autherity
Certilied copies of the orders of the courls of the ahove graph, as ‘t';e‘ :’ licant because il granled they wowld heve mno
sumed eounties granting the applicant authorily (o construel sought by the app

¢ ines lo be comstrucied in lhe faiure
ririe lines along and serogg the highways of said conntics were way of knowing v here Lhe lines

o8 exhibils in (his case, The applicant states thal before would be located. licant has filed with the Commission
enmlrueting any of i1y (ranginission lines along a state highway i1 Herctofore Lhe n'"; wcan ured a cerlificale of convenienpe.
will secare from the State Highway Comniission such agthoriy ~ an application for and has s|ecxlension made (o its large sysiem,
s may be required by law for (he proposed construction, i and necessily lo consirucl cach e

=i
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The ayslem has grown into one of the larger utilitics of the stale
aml il bas many extensions to make. Some of these are only a
few bundred feet in length made for (he purpose of serving hut
HBe oF Lwo eustonaers.  The applicant secks 1o avoid the neces-
wiy of pearing lu:!'ore lbe Commission el bime it desires llu
zﬁ{iﬁnd m Irie hney I Aectilony ow sopy g by il wr (o ‘.n- served
égut‘aug“ym: application, g i!s application and 3 the hc;al’-
gy e ’c:xprcm umhn'm!.'mg that before beginning the
a8 easiruction of yny ticul N8 ility or
wtifities concorned in i y ’pur lcutar extension the utility or
rtanity o tba:;:ra:lce :::n’:ul:;'wwlll ll;; nolified and giyen an
" : v applicant. In the ¢ g
dﬁ'?’ml IM' matler will be brougly 1o the Commis;?:;no;orl
{ alion, ﬁ;;gg‘l;::;r;l I'urlhgr Slates that before any line
iy N 4 major way, such as the numb
zﬁm ﬁ;ull;:u?:ymupl of the voltage or the location ovcrc::
o ) & o ‘o8 Interested in (he proposed change wij} 1e
proper Bolice. It thus appears that under the manner in

appliesnt proposes (o carry out the |
’ , Y evelopment
lerritory the rights of the other utilities will e p:o;)cn-l\'os{nlf':-:

g il the application js franted,

-8 Some of the cities in which i i
» electric service is furnist
by “%mﬁmy hg\:‘?ggmpll:;.ms alg.)lpeprcd, inquiring wiay .lsh‘tcn‘rl
‘ h € authorily sought by the applic;
b lf? m}:fdﬂ?gruiff‘e:un% lha'l] an area surroundi'r))l:; :ul:i:
“ be ’ e by the ‘Mmunicipal plangy,
mm :f:gm or would be given to the upplican{ to s:‘rvchil::
iria senors uo:"&a‘::g ?r?ln‘lcl'{)n:uwa}‘lin which municipal elec-
! vi roished. The Commission ¢
woukil nol gran) anthoritly (o serve th Pty
. ¢se or any other munjej-
mam #oidl {he mtluecllll of the Proper municipal aulhorili(‘cs
; a the areas adjacent 1o he city limits (he
] t:*g::&eimlwn ’\’wlh the cities operaling mu-
i . MESIoR bas no jurisdiction over (|
Sppralios of wmm{ plants in this State, gy on the (r)lh:-(r:
! ‘mg“:; :7:::7:‘ ’wlll: 9(;(clulsivc Jurisdiciton over
4 4 ) €3 oulside the corporaie limits of
;?W;M‘y?oe ;;“ile.n:lhenreh:;e cons:ruc the uppliculioﬁn
’ hori Pphicant’s lines in t)e Llerritory
Wﬁ ek ‘Bfporated areas ug (he public convenienee ur'l-’l
] ¥ tesuire, ' (
’ . on is not inclined (o reserve for devel
af ﬁw thy a deﬁmw area around each ity ip whiclf lchz:')cmi:n':
| e M ﬁfarl, The (.omrpmmqn has no power 1o redquire lh::
oy jwmz@‘ ?ﬂ ﬁ:&:”‘i’lé:' Iu;ea o that area. Some of the
ke bl o L8 alale reluse (o gerye customers 3]
:::: %&fr&;ﬂ’iﬁls,r Some sloubi thejr power so :(:":llaw'c()(;af
e ¢ AnG. the Commivsion )y undoubted jurisdietic
resguire She spplicant 1o extend ils.lincs intn !hca:scj ur(;:‘ss'.”"l)? \\l:.)
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use lo exercise jurisdiclion over this ares, there will bo B0
::i’l)llllml to which the people residing therein rwm sewil 4o -
peb wervive if dosiresd or 1 cepmbile 8 when wmmﬁi The Sinie
looks to the mlerest of the puldic enisde ol Aw/ﬁmwmmi@ —
of i ety s b g ab Vi ke = by o oh 1 v
beyond our powers as well us 4 dereliction f dit § in earlivie brom
our jurisdiction any area adjucent 1o the limils of 1he arwipel- o
ties in question. ’

The applicant undertakes Lo extend s lines 1o serve sew

customers in the district in which it may be suthsorized i Gperais.
Upon the evidence submitied al the bearing, H appesys thet B
now has electric lines, such as feeder and tsank lines, eniending
throughout the area it proposes (o serve.,

CoNCLUSIONS:

In our opinion, the present applicution a5 amesded and
construed by us in this report, should be susinined, snd the
authority sought should be granted. The issue of ihis order
constilutes an imporiant step in a program which the Commisgen
has long conlemplated.

During the life of this Commission ihe eleciric siilities
have expanded from modest enterprises each serving resivicied,
local, usuaily municipal needs, 1o wide flung sysiems serving hosls
of communilies and the intervening rural areas. Beduriions in
the rates charged for clectricily have been consiani durng the
life of this Commission parily as a result of ke exercise of oy
powers of reguialicn, partly because of improvemenis in ihe arl,
and partly because of increased use. The eleclricity sow con-
sumed in the State would have cost at least {welve million deollass
per annum more than il now costs if the rales charged when this
Commission was organized were stili prevailing, or even al 1he
rales charged in 1921 when the present uses of current for ehhey
purposes than lighting had been developed.- ’
' So far as can be foreseen, the uses of electricily have anly

begun. The improvements in the art have been so mpid, the
economies affected by the development of twrge trans
syslems have been so greal, the possible uses for this fuiel, clensn,
cllicient servani of human necds so manifold, 1hat it requines no
very lively imagination Lo envision the enlire siaie gridironed
with transmission iines and every homesiead, however bumble,
enjoying the benefits of cheap and constaant light, heal, and power.
As a harbinger of the realization of this vision, we now Had 1he
state served by a number of large and efficient eleciric sysiems,
ILis clearly to the public interest that the area in which service
i3 Lo be vendered by each of them be marked oul and designoled.
Thus responsibility will be lixed; the citizen will knew to whom
to look for service; the utility will kaow within whai Beld o
concentrale ils activities and Lo deveiop its market.
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We may now contemplate Lhe possibility of Lhe division of
ihe slate inlo districts each served by a depeadable clectric utitity
upon which may reasonably be imposed the duly of service in its
ggwﬁ asea.  Sludies looking Lo Lhis end have been made v Lhe
hueirie Deparimen: of the Commission during the last few years
snd sn some instances boundaries belween ulilities have been
esbaisdished and small areas, such as a porlion of a counly, have
buen asmgned 10 a utility. The present order by which Lhe al-
bseation of a lorge area Lo a ulilily is made is the first of whal is

boped 10 be a series of such orders.

Aw order in eonformity wilh this report will issue.

Cosver, Chs.; Stoecken and AnprrsoN, CC., concur;
Hwia, €., not sitting,

ORDER.

_ Now on this day, the Commission having made and filed
e report herein, it is. aller due consideration, :

tosdpred: 0. ‘Fhat the applicant be and ja hereby granted authority to
saslrand, seevmelynet, ovals, reloeate, maintain and operate electric trans-
shashon Yimws shong, over, and seross the highways of the Countics of Jackson,
$loy, Cass, Plaite, Carroll, Chariton, Howard, Lafayette, Pettis, Randolph
wis Hinlimn. wod slong sueh other routes as may he properly provided in said
soundion, sl by the Biale of Missouri, with anthority to furnish eleetrie serviee
b9 Wl poviens s the area for which this certificate is granted, sueh area being
worn bally desoribwd by the maps Bled herein by the applicant, marked Appli-
s’ Bohieits X, O, P, ), 0, 8, ", U, V, W, X and Y, with the excoption
this Lhe boundary Yo as proposed by the applicrnt in Seetion 36, Towaship
%, 8, 269, {atayerie County, shall be located on a line extending cast
#ind worh serees sabd sectlon 3 of a mile south of the north boundary line
e,  Tho sloresnid maps sre hereby referred to and made a part of this
swdvs, The sothorily hereby granted, however. does not graut permission
b0 wrve within the sorpursie limits of any municipality until or unless the
sommind o4 the proper wusislpal authorities shali have lirst been obtained.

Codprsd: 3. Thas esld eleetric (ransmission and power lines and all
wpipmwni eumnseted therawith shall be eonstructed so us to conform to the
spokls pdes and vegulstlons eontained in the National Electrieal Safety
e, Lowaed by the United Btatvs Burean of Btandards, and where said tenns-
whashom s srees She frasks of any ruilroad company, said erossing shall ho
neiiyniied w81 o eanlorm 1o the speeifie rules and regulations eontained
i the Unmusission’s (lensral Order No, 24, imsned August 17, 1925, Further-
st thad said apphivent berein shal) maintain and operate spid transmission
Bews nod el enpipment eonnested therewith in a reasonably safe wnd adegquate
gt B9 58 et o endenges the safety of the public or o interfore unrewson-
atdy wlth the wocier of other gerist lines, and shal) give reasunable notice to
wny wiber wiilily abose seeviee wight by affeeted by any proposed constrie-
Yo wr whpugr; and that the Comminion fully vetain jurisdietion of the parties
o Ube subjevt matlor of this prosecding, on the ovidence now hefors the
mudprbon, for the porpose of making such further order or orders a8 may
bow mvrsmngry
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g e e bl v 2 @ww n%i:w s Bt &
ared by oiber com oy of bM“, ::;w WW et
lines or conwe it closn proximity I&wfﬂu M,”}:% : afepeeryiphy
eleetrical integference, theeehy mlkmg’ nmw;;awiw} %Ww@@ g iiw "
or in the suid line or lines u! the ms;ﬂwm&‘; 'thm : MW“j rmM v
of tho public, the expense, 3 any aepris ’mlm memm MWMMMW m ‘
determined by an uzrwmw;l _l;wim»:a:‘f:e:‘::;m o WM ‘ - e
i 1 in case of fatlure ¢ o gughivs wuthh i il
D ement, the reof, the matter shadl b suhumitdsd 4w 4

Ordered:
longing to ur oper

tlement the M b v 4 b dh PR
::itsxiton for arbitsation asd Ich:l;-rmu:n::oh, u@airmniawﬁ;% e te of @w
the Commission shall bv ound in evsphiad o * gu
l('),;-igirl\‘:\l Act creating the l‘nh'lu: &fl;\m ngmmwm oof Lhis Bute, i Tumios
5241, Novised Statutes of Alisasuari lurl w ) e of say dlssicies
Ordered: 4. Thay before b 3 hoas of WW P

4 . el
: 4 transmission line in the territury berein rd wad e 2
:l(\;v:;oni: mado in the loeation, phess ar vzm:l@&?%%mmmm e et
be in operation, the applicant shall ;lve' mm e e in sofbet
change or construction at least ﬁﬂ.w? BYS g ity ainmd
detail what the proposed eofxftruelmn or e o wwmm
reprcsentatives of thoso Ifllhllel Lo ‘de:;m o
utility or utilities may desire to take in memmaw ore s she dots
Ordered: 5. That this order shall w olicst ton dot ok sorve 08 g
hereof, and that the Secrctary o! the (‘.emmmys e soder S vat the |
pnrtiea; intercsted herein, a certified eopy ul; t'a e e e seee
applicant and all other interested parties sha —y .

i i d order, in the manwer
tive date of this repon‘sn' o -
'tlgeoelli‘:fo Public Service Commission Law, whether Lhe lerms ke sarder

accepted and will be obeyed.

+SUPPLEMENTAL REPORT AND ORDER NO. L

e e . R -

By order of Lhe Commission xssue!:l herein Zflg:ﬁ%w;
1934, the Kansas City Powel:r&al{.;gz\[l ;?a?géiﬁu awm L
Missouri wis srblec aif\eizlr:a!:rc, operalion and relocalion ol its

', . H ‘l ! ¢ '
o o (.(lﬂSll'llLliOﬂ.oI:‘;' over and across the highwzys of ceriom

b e, Carroll,
parts of the Countics of Jackson, (Algy. d(;;imt m Sf;m’ o
Chariton, Howard Lafayelle, Pettis, ﬂa» aﬁim iy
along such other roules as may be prope ¥§f &cﬂﬁcmwr Wiﬁ e
of said Counlies, for the putl'poséc ofni‘l_:srggsé 1:15 i) WeE
he public. In said order the Lom e, o »
e “ORDERED: 3. Wherever said 'lram:a:;mﬁ;a;@m&
parallel aerial lines belonging lo or (;‘pe’gi:m ! mfm
companies or individuals or cross suc e iwwmi%%
come in closc proximily thereio 30 as’laﬁkmﬁ e
or olher electrical interference, .lhcrchy mi e 'WM
changes in said line or lines olr :;z;:;:l s;l;d ety WM el
applicant for the genera ! " o
:)]:ﬁ)!i:},“:he cxpense, if any acerued in making such chonges,

transmission lines al

*Dated Febroary 10, 1934.
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shull be deiermined by an agreement between the parties
operating such lines and (he applicant, and in case of
failure of the partics to reach such agreemenl in sel(lement
thereof, the matler shall be submitted to the Public Service
Commission for arbitration and determination, and in such
evenl, the award made by the Commission shall be found in
complisnce with Section 118 of Lhe Original Act creating
the Public Serviee Commission of (his Stale, now Secclion
5241 Revised Statules of Missouri for 1929

It appears that Turther consideration should be given to
the question of requiring the inlerested parlies to submil to the
Commission for arbitration and determination issues upon which
they moy disagree and are unable (o determine for themselves.

Section 118 of the Public Service Commission Law, Scction
5241 of the Revised Statules of Missouri for 1929, requires that,

“Whenever any public utility has a controversy with

ansther publie ulility or person and all the parties to such

~ eonlroversy agree in writing to submit such controversy

16 the commission as arbitrators, the commission shall act as

such arbitrators, and after due notice to ali parties interested

ooeed 1o bear such controversy, and their award

shall be final, Parties may appear in person or by allorney
before such arbitrators,

13 W does not appear from thal section that the partics
may be required Lo submit their disagreements or controversics
16 the for arhitration, but have {he privilege of deing
%6 and the Commission shall act only in case the ulility or person

peesins 46 sueh eontroversy shall agree in wriling to submit
b _eontroversy. The wording of the Commission's arder
issued in this ease as quoted above makes it mandatory and,
1her '+ #ippears Lo be in violation of t)ie spiril of the statnles.
Wu, therelore, ve that that section should be amended for
the protection of the rights of all parties inlerested.

it is, therefore,

Gedored; 1. That paragraph “ORDERED: 3" as contained in the
Comminsbun’s ordor issned bercin on the 10th day of January, 1934, be and is
bewby nmsnded and mads to resd as follows:

Ordered: 3. Wherever said transmission lines may or do puruilel
#oris) lnen ! ta or vperated by other companies or individunals or
wiis el lue or lines or come in eloso proximity thercto so as 10 cauxe
Indnotion of uihor clectrienl interference, therohy making necessary changes
bn seid Hiso or Huoes or in the said lino or lines of the applicnnt for the
Evners) beneiit and safuty of the publie, the cxpense, if any seerued in
nsbiog sueh ehanges, shall ho determiined by an agreement between the
parbion aporsting such lines and the applicant, and in case of failure of the
phrtivs to voachi sueh agreonswnt in settlement thereof, the matter may he

o ¢ O o e e T el it m
.
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— ¢ a, e fo
aubmitted (o the Pablis thtu:&;% | posy '
minalion as Wuﬁdt‘ul’lvf in Heling “ W— ot o ths |
Publie Servieo C»mmmﬂ p m'g 1hls Banin, Bwtis
Statutes of Missowri for 1020, .
Ordered: 2. That this www:?mwm g
hercof, and that the Sf)emmy d the Wa‘ Mv prr ) “
partics inlerested herein, I’WIW pd y : :
applicant, Kansas (Tlty.l ower me MW' aﬁ% v M
parties shall nolify the Cmm %Wd oy i e hm%w ,

der, in the manner preseris _&wﬁ«l WMW Wm
:iror: rl.;.w. whether the lerms of this erder ase senaphed whped

‘ o R,
CoLLeT, Chr.; STOECKE®, ANDERSOHN and Big
CC., concur; ENGLISH C., absent.

‘ TION COMPANY, s
* RI PACIFIC TRANSPORTA ’ g
Mlscﬁgpgntion, Complainant, vs. MIDLAND STAGES,
fendant.

Casc No. 8578.
Decided January 23, 1584,

i i Moter
Digest: Evideace, '64..) :

' (AS:; Igvidenen held to jusiify ﬁuul-tu that
authorized to transport passengers in tutersiaie ’
subterfuge, used his permit Lo muo;‘l-,w wd

2 (See Digest: Buases and Trucks, Wmmu — MWM promy ’M
Unautborized Intrastate Business. Eor

- . in &
rier, authorized io u:ns_por‘ P gers by Py
‘l::;n violating the law by using #is interstate permsid BERED inizn-

stato business, the carrier's permit was revoked.

APPEARANCES!: .

"hos. J. Cole of Si. Louis for Cmpami .
ZIT;;crl H. Hoff of Jeflerson City for Defendant

REPORT OF THE COMMISSION.

ENGLISH, COMMISSIONER: . R
This case comes before the Comm m. Kot

plaint of the Missouri Pacific Traasporia Ty aor Tmﬁ .

a certificate of convenience and necessi hﬁW&. i

Lransporl passeagers in intrasiate c;mgm:mew werh

and KKansas Cily, Mlissouri, over Hlighway 30.

o 1531 Beversilen »p
sMotion for rehearing overraled, Fahr»:yl::: o oy bk
tained by three-judgo Federal Court, In Bgaity , dune 2 ]

oMcially rqmrted)..
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and compiete, and contains no material m of omissions, besed upon prevent facts of which she undersigned bas knowiedge. information Tv~ds
or belief. The undersigned agrees 1o immediately inform the Missoun Public Service Comamission Stafl if, during the pendency of Case No. HO-35.139 ° .
before the Commission, any marters are discovered which would materaily séfect the accuracy of compieteness of the attached information. "’
ptmupmwmmmmmmmmwmmmmmmnnnm
available for inspection in the KCPRL Kansas City, Missoun office. or other ivaasion owcusily agreesbie, Whers idemification of & document is
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KANSAS CITY POWER & LIGHT COMPANY

Data Information Request No. 639
Case No. HO-86-139

information Requested:

Reference KCPL's response to MPSC Data Request Mo. 324: Has KCPL
determined its expected losses by year of total annual revenue
requirements for making the conversion from steam system operations to
electric boilers and/or space heating for:

1) Electric boilers and/or space heating equipment return and
recovery "of" and "on" investment.

2) Electric boilers and/or space heating, operating and maintenance
costs.

3) Losses associated with KCPL's proposed rates in this case as
result of carrying costs of "phasing jn" rates over four year
period 1987-90 (Kite Schedule 8)

4) Additional operating losses subsequent to the effective date of

any tariff authorized by the MPSC as result of continued decline
of steam sales and/or increase in operating expense and/or
increases to investment.

Any other loss not reflected in 1 through 4 above.

I. Please provide any updates to above along with supporting
documentation detailing the calculaticns.

I1. a. Include any updates to 1) Data Request No. 324. 2)
Beaudoin Exhibit No. __ (BJB), Sch. 1, page 7.11,
Figure 7-3 2 & b and 7-4 2 & b. 3) Kite Schedule 8.

If no updates to II.a. above exists does KCPL
anticipate on updating these schedules with more
current information? If so. please provide.

111. How does KCPL propose recovery of the above losses? e.g.
through steam rates anrd/or sharehelder funmds.




Page 2

iaformation Provided:
Response 1 to 8

Ko study of the specific losses by year has been made for the
electric beiler/space heating equipment conversions during the
phase-in peridd 1987-1990. The annual losses would be a function of
the pattern (number and steam load) of the customers accepting the
coaversion program during the 1987-1990 period. The Tlosses per Mib
would be the additional cost of return, depreciation, taxes, 0&M and
electricity for the new electric boilers per Mib of steam scld less
the fuel and some 08M per Mlb saved on the central production and
distribution system. ' .

One can get a‘rough idea of the losses per Mlb by comparing the
levelized annual expenses on pp. 7.10 and 7.11 of the Steam Conversion

Study for the Case GIC vs. CIC and dividing by 190,000 Mlb.

Annual Expenses, CIC $5,462,000
Fuel and half 0&M, GIC -3,018,000

$2,444,000
Annual Steam Sales - Mlb 190,000
Loss during transition - per Mib $12.86

The actual loss per Mlb might be higher because actual annual
fixed charges and amortization would be higher in early years compared

to the levelized approach.

Response I, Il & and b.
%0 wpdate of the above antlyses i3 esticipated.

¢
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Page 3

Response to LI

The losses during transition on converted customers would be at
expgnse of shareholders based on the phase-in rates proposed by KCPL
in this case. Should a future steam rate case be required prior to
1990 then rates could be designed to recover the direct cost for each
class of steam customer (i.e. converted customers vs. central
production/distribution customers); such rates could 'mitigate those
annual losses prospectively.

If a converted customer decided to purchase the electric
facilities and become an electric heat customer, then the expected

transition losses would be reduced.
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Information Provided:

:

The attached informution provided to the Missouri Public Service Commission Stail in responte to the above data information request is aceurate
and complcte, and contains no material misrepresentaticns or omissions, based upon preseat facts of which the undersigned has knowiedge, inforemation
or belief. The undersigned agrees to immediately inform the Missouri Public Service Commission Siafl i, during the peadency of Case No. HO-86-139
before the Commission. any matters are discavered which would materially affect the ascuracy o completeness of the attached informasion.

[fthess data are voluminous, please (1) identify whe retevant documents and their location (2) make srrangements with requestor to have documents
available for inspection in the KCPAL Kanaas City, Missouri office, or other location mutaally agreesbie. Where idemtification of 2 document &

' mmm«mumm«;.mw memotsndum, report) aad sate the following information 20 applicadle for the pasticular
document: name, title, number, aushor, dats of publication and publisher, addrasses, date wrizien, and the name and addrews of the peryais) having
possession of the document. As used in this data request the term “Jocumentis)” isctedes pebiiation of say turmses, workpapers, loners, memorands,
nsmmmmmmmmummmmm.mm«mun

l your possession. custody or conszel or within your knowiedge. The proncen “you™ aj-'ﬁunl_%hwamtmdm
empioyees, CORrACtoNy, agents or cthers employed by or acting i ity debail By
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KANSAS CITY POWER & LIGHT COMPANY

MPSC Case No. HO-86-139
MPSC Data Request No. 324

Response:

a)

b)

c)

Under KCPL's phase-in proposal the losses that KCPL is willing to bear
are identified in B. J. Beaudoin's testimony p. 15, lines 25 and 26, and
p. 16, lines 1 to 5. The loss figures are also referenced on p. 17, lines
2l and 23 of R. A. Kite's testimony and Schedule 8 sponsored by him.

If KCPL's Steam Conversion Plan is accepted and the phase-in rates are in
effect during the 1987 to 1990 period, then KCPL recognizes that all of the
carrying costs on any installed boilers and electric equipment would be
foregone during that period. The amount foregone is dependent on the
number of customers who accept KCPL's conversion offer. Exhibit No.
(BJB), Schedule 1, p. 7.11 (Figure 7-4b) gives an estimate of the
levelized annual revenue requirements for scenarios ClA (all customers
converted) and CIC (40% of consumption converted). Note that the
levelized Fixed Charges (FC) range from $4.7 million to $2.1 million r;»er
year for those two scenarios. The actual fixed charges for earlier years
would be higher than the levelized fixed charges. The foregone carrying
costs also would increase from 1387 to 1990 as the number of converted
customers increased during that peried.-
UnderKCPL‘sPhalmkimmammﬁﬁm:mmmn
12/31/90 that a new steam rate case would be fied to refiect anly the cost
ﬂmﬁm:«:‘mmm. The rates filed at that time
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would reflect operating expenses and only the return on and the
amortization through 1995 of the unrecovered investment in the new boilers
and heating equipment. KCPL would not expect to bear losses during the

period 1991 to 1995,
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i provided to th'Missouri Public Service Commission Siaff ia respoase to the sbove dats informstion reguant is accuraie
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or belief. The uadersigned agrum to immediately inform the Missouri Public Servics Comanimion Sisff if, duriag the pandency of Case No. B0-36-139
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P t for a total conversios of spproximately 140 customers 1is
ch includes the wodifizations to electrical distridotica
3 .

4t she and of 1983, ECPL will me looger hawe the large Corm Products
staan lead. This will result 4in stess, as presently produced snd dis-
tridbuted, deconing an Incrassingly costly ssergy source. Ths operating
sad maincsoance costs of Crand Avenue Station snd the district beating
system, coupled with tba nhrinking custoser base ian the downtewm ares,
rvequire that ECFL make plans now for the ultimate disposition of axTating
facilities (1.a.,' extension, retirement, abandoument) at C.A.S. and oa
the district besting system. Flans nesd to be mada to provide slternats
methods of serving the energy needs of dovntown customsrs that is rali-
able sod competitivaly priced.

*

—yr—

Suggested Statesent of Potential Division issues:

Develop pimns for the ultimate dispositim of existing steam geperation
and discribution facilities, and plan the facilities and metbods required
to keep downtown customer energy needs supplied reliably and economically
by KCPL. .

Baticoale for Rasource Deployment: . )

The lov anticipated atess loed ,after 1985 will mot allow =mch ateam
generation by firisg cosl st G.A.S. with existing equipment. The dateri-.
orated condition of the pipe distribution system increases the faasibil-- -
ity of installing alectric boilers “em site at custumer prenises. The






