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1 11 Q. 

2 II A. 

3 Q. 

4 

s A. 

SURREBUTTAL TESTIMONY 

OF 

LENA M. MANTLE 

KANSAS CITY POWER & LIGHT COMPANY 

CASE NO. ER-2016-0285 

Please state youl' name. 

My name is Lena M. Mantle. 

A1·e you the same Lena M. Mantle that filed direct and rebuttal testimony ht 

this case? 

Yes, Iam. 

6 11 ) 

7 II PURPOSE OF TESTIMONY 

s II Q. 

9 II A. 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

20 

What is the purpose of your surrebuttal testimony? 

There has been a plethora of rebuttal testimony filed in response to the Office of 

Public Counsel's ("OPC") recommendations to the Commission regarding a Fuel 

Adjustment Clause ("FAC"). The pmpose of this testimony is to respond and 

remind the Commission of the essence of what an FAC is and how the FAC 

recommendations of OPC meet the requirements of Section 386.266 RSMo and 

the Commission's initial intent for the FAC. 

Aftel' l'eadlng thl'ough Kansas City Powel' & Light Company's ("KCPL") 

FAC l'ebuttal testimony, what is OPC's greatest concern? 

OPC is greatly alanned that KCPL views the FAC, not as a cost recovery 

mechanism, but as a determinant in how it meets its customers' eneq,,y needs and 

as a policy statement of costs the Commission deems "important." When a utility 

views the F AC as anything other than cost recovery of prndently incurred fuel and 

) 
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25 

purchased power cosls and changes its fuel procurement practices, not lo improve 

efficiencies and cost-effectives but based on recovering the most money from its 

customers, the Commission should seriously consider whether or not the utility is 

deserving of the privilege ofan FAC. 

Rate adjustment mechanisms such as the FAC allow !he utility to charge 

its customers more, without consideration of all costs and savings, between rate 

cases. Nowhere in Section 386.266 RSMo does it say the FAC is to be used as a 

fttel management tool or to dictate procurement practices. In fact, the stahlle 

makes it clear that an electric utility with an FAC is expected to continue to 

manage its fuel pmdently and the Commission may include features designed to 

provide incentives to improve the efficiencies and cost-effectiveness of its fuel 

and purchased-power procurement activities. In light of the statute allowing 

incentives to improve efficiencies and cost effectiveness, threats by KCPL to 

minimize or discontinue fuel procurement activities if the costs of these activities 

are not included in the FAC are very alam1ing.1 

Q. Are there other OPC witnesses providing surrebuttal testimony regarding 

theFAC? 

A. Yes. Charles Hyneman provides surrebuttal testimony regarding some policy 

statements made in the rebuttal testimony regarding the FAC. John S. Riley 

provides additional clarification regarding the Federal Energy Regulatory 

Commission ("FERC") policy for FACs for wholesale customers and John A. 

Robinett provides a clarification regarding the inclusion of unit train depreciation 

as an FAC cost. 

Q. Shoulcl the fact that you or one of the OPC's witnesses do not address any 

particular Issue in surrebutfal testimony be Interpreted as an approval by 

2 
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3 ll A. 

4 

5 

6 
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a II Q. 

9 IIA. 
10 

11 

12 

13 

14 
15 
16 
17 

1s II Q, 

19 IIA. 
20 

21 

22 

23 

OPC of any position taken by KCPL or any other party in this case with 

respect to the FAC? 

No, it should not. As I previously stated, there was voluminous rebuttal to OPC's 

recommendations regarding an FAC for KCPL. Failure to address any particular 

FAC issue should not be interpreted as approval 01· agreement with any position 

taken by other pai1ies in this case. 

Commission's Initial Intent Rega1·dlng FACs 

What was the Commission's intent regarding FAC's? 

To detennine the Commission's initial intent regarding the FAC, I reviewed the 

Commission's Report And Order in File ER-2007-0004, which is the first rate 

case in which the Commission allowed an FAC under Section 386.266 RSMo. In 

this Report And Order, the Commission found that an FAC should not be 

authorized for the mere "convenience" ofan electric utility.2 In. addition it stated: 

[ AJ reasonable fuel adjustment clause should be straightforward 
and simple to administer, retain some incentive for company 
efficiency, and be readily auditable and verifiable through 
expedited regulatory review. 

How does this compare with the KCPL's prnposed FAC? 

As evidenced by the sheer volume of direct and rebuttal testimony provided by 

KCPL witnesses Tim R. Rush, Wm. Edward Blunk, and Don A. Frerking, and 

Ameren Missouri's witnesses, KCPL's FAC is confusing. The generic 

descriptions provided in its exemplar tariff sheets and direct teslimony3 make it 

difficult, if not impossible, to audit and verify KCPL's FAC. It takes 11 tariff 

1 See KCPL's response to OPC Data Request 8015 atlached as Schedule LM-R-1 lo my rebuttal testimony 
in this case. 
2 Pages 33 and 37 
3 Direct testimony of Tim R. Rush 
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9 

10 

Q, 

A. 

Q, 

sheets to effectuate KCPL's proposed FAC which also demonstrates that KCPL's 

proposed FAC is neither straightforward nor simple. 

Surrebuttal to KCPL Witness Tim R. Rush 

Mr. Rush seems to place the blame for the complexity of the FAC tariff sheet 

on you.4 Do you agree with Mr. Rush? 

I agree with Mr. Rush that I was integral in requesting the amount of infom1ation 

that is currently included on the electric utilities' tariff sheets. However, the 

complexity or length of the tariff sheets is not the problem. The problem is FACs 

in Missouri have become unnecessarily complicated and complex. 

Would you please explain? 

11 11 A Only four tariff sheets were approved by the Commission for the first FAC under 

Section 386.266 RSMo.5 However, it soon became evident, through FAC rate 

change cases and prndence audits that there was not enough detail in Commission 

orders and tariff sheets for Staff and other parties to understand what exactly the 

electric utilities were including in their FACs. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 J. 

22 

23 

24 

Therefore, as rate cases were filed modifying FACs, Staff, at that time 

under my direction, worked diligently to get the exact costs and revenues the 

Commission was approving described in the FAC tariff sheets. After I came to 

work for OPC, I had the opportunity commit additional time into reviewing the 

utilities' FACs only to discover the utilities were not providing complete lists of 

costs they were including in their FACs let alone the "complete explanations" 

required by Commission mle 4 CSR 240-3.l 61(3)(H) and (I). As I discovered 

costs that were not on the FAC tariff sheets and requested better identification of 

these costs in rate cases and tariff sheets, the utilities insisted on including 

4 Rebullnl teslimony, page 42 
'ER-200'/-0004, Order Granting Expedited Treatment and Approving Tar/D'Sheets, effeclive July 5, 2007 

4 
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a II Q. 
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11 II A. 
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14 
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16 
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18 11 Q. 

19 II A. 

20 

21 

22 

23 

24 

25 

Q. 

language that allowed, upon notification lo the Commission, changes in the name 

of the cost which increased the length of the tariff sheets. The number of tariff 

sheets it takes to properly describe an electric utility's FAC is a reflection of how 

complicated and complex FACs are iu Missouri. 

Mr. Rush asserts on page 36 of his rebuttal testimony that you complain 

about the length of the FAC tariff sheets. Is he col"l'ect? 

No, he is not. 

Is OPC recommending limiting tile costs and revenues in KCPL's FAC in 

order to reduce tile number of tariff sheets as Mt·. Rush opines on page 36 of 

his 1·ebuttal testimony? 

Absolutely not. I am ve1y aware of the importance of correctly identifying all of 

the elements of an FAC in tariff sheets. The FAC tariff sheets need to be as long 

as necessary to provide information, not only to Staff and other parties that review 

FAC filings, but also to the public. Short tariff sheets that do not contain an 

accurate and detailed description have caused disputes in FAC rate change and 

prndence audits in the past. Descriptive, complete tariff sheets are necessmy to 

avoid future disputes. 

Is the FAC recommended by OPC simpler and easier to understand? 

Yes, it is. Limiting the number of costs and revenues included in the FAC would 

meet the Commission's objective for the first PAC under Section 386.266 RSMo 

by making KCPL's FAC straightfonvard, simpler to understand, and readily 

auditable and verifiable. A side benefit to a simpler and easier to understand FAC 

would be fewer FAC tariff sheets. 

What is OPC's recommendation for costs and 1·evenues to be included in 

KCPL'sFAC? 

5 ) 
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A. OPC is tecommending only the following prudently incurred costs be included in 

KCPL'sFAC: 

1. Delivered fuel commodity costs including: 
a. Inventory adjuslments to the commodities; 
b. Adjushnents to cost due to quality of lhe commodity; and 
c. Tal(es on fuel commodities; 

2. The cost ()f transporting the commodity to the generation plants; 
3. The cost ofpo\ver purchased to meet its native load; and 
4. Transmission cost directly incurred by KCPL for purchased power and off­

system sales. 

These costs would be offset by: 
1. Off-system sales revenue net of the cost of generation or purchased power to 

make those sales; and 
2. Net insurance recoveries, subrogation recoveries and settlement proceeds 

related to cosls and revenues included in the FAC. 

Q. Do you need to make a clarification regarding any of the costs OPC is 

recommending he included in KCPL's FAC? 

A. Yes. On page 6 ofmy direct testimony I staled OPC's recommended FAC would 

limit purchased power cosls included in KCPL's PAC to the cost of energy from 

long-term bilateral contracts, capacity charges from bilateral contracts that change 

annually or more frequently, and energy purchased on the SPP integrated market 

to meet native load or to make off-system sales. I inadvertently left out that the 

energy costs from short-term bilateral contracts should also be included in 

KCPL'sFAC. 

Q, _What support clo you have for OPC's definition of fuel aud purchased power 

including transportation? 

A. OPC's definition of fuel is the same as the definition that FERC uses to define 

fuel for KCPL's FERC FAC for wholesale customers. FERC has a very concise 

definition of fuel costs. 18 CFR Part 35.14 (a)(2)(i), attached as Schedule LM-S-1 

states: 

6 
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13 11 A. 

14 

15 
16 
17 
18 

19 ll Q. 

20 IIA. 
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22 

23 

24 

25 
26 
27 

28 
29 

Fossil and nuclear fuel consumed in the utility's own plants, and 
the utility's share of fossil and nuclear fuel consumed in jointly 
owned or leased plants. 

It further defines fuel in (a)(6) as 

The cost of fossil fuel shall include no items other than those listed 
in Account 151 of the Commission's UnifonnSystem of Accounts 
for Public Utilities and Licensees. The cost of nuclear fuel shall be 
that as shown in Account 5 I 8, except that if Account 518 also 
contains any expense for fossil fuel which has already been 
included in the cost of fossil fttel, ii shall be deducted from this 
account. 

What docs this mean? 

According to Opinion No. 327 ofFERC in its Docket No. FA86-70-001 attached 

to this testimony as Schedule LM-S-2, this means: 

The Commission's fuel clause regulation permits utilities to flow 
through those fossil fuel costs which reflect the cost of foel 
consumed and which include no items other than those listed in 
Account 151. 

What items are listed in Account 151? 

Uniform System of Accounts describes the list of items in Account 151 as: 

151 Fuel stock (Major only). This account shall include the book 
cost of fuel on hand. 

Items: 

I. Invoice price of fuel less any cash or other discounts. 

2. Freight, switching, demurrage and other transportation charges, 
not including, however, any charges for unloading from the 
shipping medium. 

3. Excise taxes, purchasing agents' commissions, insurance and 
other expenses directly assignable to cost of fuel. 

7 
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4. Operating, maintenance and depreciation expenses and ad 
valorem taxes on utility-owned transportation equipment used to 
transport fuel from the point of acquisition to the unloading point. 

5. Lease or rental costs of transportation equipment used to 
transport fuel from the point of acquisition to the unloading point. 

Tl1is is consistent with OPC's recommendation regarding the fuel costs that 

should be included in KCPL's FAC. 

Does FERCs FAC l'equire non-uranium fuel costs to first be recorded in 

Account 151? 

No. FERC's requirement is the cost is included in the list of items allowed in 

151. FERC states in its footnote 15 of its opinion attached as Schedule LM-S-2: 

The criterion for fuel adjustment clause recovery is that fuel costs 
can include no items other than those items listed in Acco1111t 151. 
It does not require that such costs be recorded inAcco1111t 151 for 
accounting purposes. That is, while for accounting purposes the 
amounts recorded in Acco1111t 151 will reflect the cost of fuel 
physically on hand, for fuel adjustment clause purposes the list of 
items in Accoum 151 merely defines those categories of cosls 
appropriately 1·ecovered through the fuel clause. 

What does FERC have to say about including indirect fuel costs in an FAC? 

In 18 CFR Pait 35.14(a) FERC states its position that fuel adjustment clauses not 

in conformity with its principles are not in the public interest. The United States 

Court of Appeals upheld FERC's narrow definition when it stated:6 

The FERC has previously and consistently construed the "other 
expenses directly assignable" language in a restrictive mam1er. Tite 
FERC denied FAC treatment for limestone (a pollution control 
agent used in the process of high sulfhr coal), operating and 
maintenance expenses, dcprecialion and property taxes on oil 
storage tanks, finance charges, exploration and development costs, 
and deferred fuel expenses. As the Commission points out, all 
these expenses, while related to fuel and properly recoverable 

6 Minnesota Power and Light v. FERC 852 F.2d I 070 y 9 (8th Cir. 1988) 
8 
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1s II Q, 

19 IIA. 
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23 

24 

through the rate making process if prudently incuncd, arc not 
mentioned in Account 151 and therefore not properly assigned to 
that account according to Sec, 35.14(a)(6). (footnotes omitted) 

Is KCPL requesting indirect fuel costs be included in its FAC? 

Yes. Costs Mr. Rush characterizes as "non-internal labor costs," fuel 

procurement, fuel handling, and emission costs arc examples 'of indirect fuel costs. 

It is KCPL's proposal that nil costs other than KCPL employee labor costs 

recorded in FERC accounts 501 and 547, whether direct or indirect fuel costs, be 

included in its FAC. It is OPC's recommendation that only costs listed in FERC 

account 151 be included in KCPL's FAC. 

Mr. Rush criticizes OPC in his rebuttal testimony' regarding OPC's 

recommendecl FAC's because ii does not conform with FERC's Uniform 

System of Accounts ("USoA"), Is this a concern the Commission should lake 

scl'iously? 

No. The FAC recommended by OPC is consistent with FERC's FAC which is 

based on the definition of fuel in the USoA. It has worked for FERC for decades8 

and it can work for foe! costs for Missouri electric utilities' FACs also. 

What support do you have fo1· OPC's definition ofpurchasecl powel'? 

OPC's definition of purchase power is the same as the Commission's definition of 

purchased power, It is the power purchased to meet the requirements of KCPL's 

customers above the amount of its own generation in every hour. OPC's 

recommendation that no indirect purchased-power costs be includecl in KCPL's 

FAC is also consistent with the FERC's policy that only costs be included in its 

FAC. 

7 Pages 24, 35, 36, and 38 
8 The ntcached FERC opinion was issued in 1989 
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KCPL9 seems to be confused !'egarding the OPC's off-system sales revenue 

recommendation for the FAC. \Vould you please clarify this? 

Y cs. OPC is recommending the inclusion of off-system sales net the cost to make 

the sales. This is also sometimes refened to the off-system sales margin. OPC is 

not recommending other Southwest Power Pool ("SPP") revenues be included in 

KCPL's FAC. These revenues arc indirect off-system sales revenues and are 

reflected in the revenue requirement of KCPL but should not be included in the 

FAC. 

Regarding OPC's recommendation regarding the inclusion of transmission 

costs, how Is OPC's recommendation consistent with p1·lor Commission 

orde1·s and FERC's FAC? 

First of all, the Commission has stated in Repol'/ and Orders for each of the 

electric utilities granting or modifying an FAC, only transmission costs associated 

with off-system sales and "!me purchased power" be included in the electric 

utilities' FACs. OPC agrees with this. However, OPC does not agree with how 

this has been applied. A percentage of all non-administrative regional 

transmission organization ("RTO") costs have been included in the FAC 

calculated as the normalized "trne" purchased powe1· divided by the load 

requirements of the utility's customers. This includes a percentage of costs that 

are not directly associated with "true" purchased power and off-system sales. It is 

OPC's recommendation that only transmission costs directly associated with off­

system sales and "true" purchased power be included in KCPL's FAC. Charges to 

KCPL from SPP based on KCPL's load are not direct purchased power and off­

system sales costs. This is consistent with FERC's directive that only direct costs 

be included in an FAC. 

9 Page 26 
10 
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Do you agl'ee with M1·, Rush that !'educing the numbcl' of costs and revenues 

in the FAC would needlessly complicate tile pl'ocess of prepal'lng and 

1·eviewing theFAC?10 

Fewer costs and revenues may make the preparation of FAC reports initially more 

difficult for KCPL but once a process is set up for creating these reports, it should 

not be any more difficult than with the costs and revenues KCPL is requesting be 

included. 

That said, being allowed to just include everything in a certain FERC 

account into an FAC, regardless of the type of cost in an FAC, conld make 

preparing FAC reports easier for KCPL. However this would create a number of 

difficulties for the Commission and the parties that review the FAC filings and 

conduct pmdence audits because no one would know what exactly was included 

in the FAC. In addition, it would lessen the incentive for KCPL to effectively 

manage costs recorded in these accounts. 

Just as an FAC should not be designed solely to make the FAC tariff 

sheets shorter, an FAC should not be designed solely to make it easier for the 

utility to prepare reports. There are a number of customer protections in Section 

386.266 RSMo including limiting the costs in an FAC, allowance for incentive 

mechanisms, prudence audits, and FAC rate change reviews that also need to be 

considered. KCPL's proposed FAC which would include all non-KCPL-labor 

costs in accounts 501 and 547 weakens these customer protections. 

This leads to Mr, Rush's contention that OPC's simplified FAC would 

increase the difficulties of a prudence audit, 11 Docs this make sense to you? 

No it does not, Mr. Rush seems to be saying the audit would be more difficult 

because auditors would only be able to look at the cost and revenues in the FAC. 

10 Page 39 
11 Pages 40 and 41 
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1 II Q. Is it yom understanding that in an FAC prudence audit only the FAC costs 

2 II and revenues can be reviewed? 

3 II A. No. It is my understanding Staff and OPC have no audit scope restrictions in an 

4 II FAC prudence review. They can, and should, look at not only the costs and 

5 II revenues included in the FAC but also review the prudence of the actions that 

6 

II 

influence the costs even if the cost of those actions arc not included in the FAC. 

7 There are many actions, some short-tenn, such as purchasing energy on the SPP 

8 II integrated market, and some long-term, such as resource planning, that impact 

9 II fuel costs. A comprehensive prndence audit should entail a review of not only the 

10 II costs, but the activities related to fuel procurement. 

11 II Q. Has KCPL presented a response it is considc1-ing if the Commission does not 

12 

IIA. 

include some of the indirect costs it is requesting be included in the FAC? 

13 As I stated in my direct testimony, KCPL has stated that it may not continue some 

14 II of its activities if all the costs it is requesting are not included in the FAC with the 

15 II explanation that, without these costs being included in the FAC, KCPL is not 

16 assured that it will recover the costs of these activities. 

17 Q. Is it twe that KCPL would not recover these costs if they arc not included in 

18 theFAC? 

19 A. No. These costs are included in KCPL's revenue requirement. If the costs are not 

20 included in the FAC for these activities and KCPL detem1ines it will not continue 

21 the activities, this would either be imprndent or the activities were not necessary 

22 II in the first place and should not be included in KCPL's revenue requirement. 

12 
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What is OPC's response to Mr. Rush's claim that nil SPP costs should be 

included in the FAC because they are associated with savings that are 

achieved by participating In the SPP intcgrntcd ma1·kct?12 

Many of these costs are indirect costs and the statute docs not provide for indirect 

costs to be included in the FAC. Section 386.266 RSMo does recognize the cost 

of purchased power, which may be purchased from the SPP integrated market. 

However, even though, as it pointed out by Mr. Rush in his rebuttal testimony, 

spi1111ing reserve and other ancillary services were required when the statute was 

wdtten, the statute does not mention spitming reserve costs although it does would 

allow the cost of fuel used to providing the service. It does not mention ancillaiy 

services. It does not mention lransmission project costs. 

I agree that absent SPP KCPL would be providing these services. Much of 

the cost associated with these services is not associated with fuel. However, the 

costs that would qualify for the FAC, absent SPP,just as with SPP, should be only 

the fuel costs associated wilh the services. The fact that KCPL is saving money 

by paying others to provide this se1vice does not make these costs eligible for the 

FAC. 

Does KCPL have other areas of confusion regarding OPC's FAC 

recommendation? 

Yes. Much of the confusion in the rebuttal testimony filed regarding OPC's FAC 

recommendation has to do with the definition of fuel and purchased power costs, 

including transportation. KCPL seems to understand OPC's recommendation 

with the exception of off-system sales revenues but then goes on in its testimonies 

interchanging its definition of fuel and purchased power costs, which include 

many indirect costs, with OPC's definition of fuel and purchased power costs. 

12 Pages 33 through 34 
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This creates confusion such as KCPL's contention that OPC's PAC would 

not reduce risk to KCPL but would actually increase the risk to KCPL. OPC's 

PAC does reduce the 1isk of cost 1·ecovery of fuel and purchased power costs from 

wliat it would absent an PAC. KCPL13 is measuring it against the reduction in 

risk to the cun-ent PAC which includes many indirect costs. OPC would ask the 

Commission to consider which definilion of fuel and purchased power cost is 

being used as it reads PAC rebuttal testimony. OPC's definition is ft1el and 

purchased power and the direct costs associated with them. KCPL's definition 

includes items like cell phone costs, airline baggage fees and cnte1tainment. 

Q. Does Mr. Rush make any statements in his testimony that arc confusing to 

you? 

A. Yes. Mr. Rush states on page 27 of his rebuttal testimony that the Commission 

has consistently rejected the claim that including costs in the PAC removes the 

incentive to take action to decrease those costs. 

Q. You have been involved with FACs for all of the electric utilities In Missouri. 

Are yon aware of any time the Commission made such a statement? 

A. No. To the contrary - the Commission, when initially setting the incentive 

mechanism for FACs, has stated after-the-fact prndence reviews alone are 

insufficient to assure the utilities keep fuel and purchased power costs down.
14 

I 

do not recall any time the Commission rejected the claim that lhc FAC or any 

other rate making mechanism that moves the risk to the customer from the utility 

does not remove the incentive for the utility to take action to decrease costs. 

23 11 Q. Are there other confusing statements made by Mr. Rush? 

"Page23 
14 ER-2007-0004 Report and Order, page 54; ER-2008-0093 Report and Order, page 44; ER-2008-0318 
Report and Order, page 72 
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Mr. Rush's statement15 that the statute docs not list energy or capacity in the FAC 

statute as justification for including indirect fuel costs in the FAC is confusing. 

Purchased power is the purchase of energy, capacity or both. h1direct costs such 

as fuel adders, fuel handling, contractor costs, spinning reserve costs and start up 

costs are not fuel costs, purchased power costs, or the cost of transportation of fuel 

or purchased power. Recording these costs in FERC USoA accounts that include 

fuel, purchased power or transmission in the title of the account does not make 

them fuel, purchased power or transmission costs anymore than putting a bike in 

the garage makes it a car. 
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In addition, Mr. Rush states the Commission administers FACs that have 

included indirect costs and this demonstrates purchased power is more than 

capacity and energy. 16 I am confused by what Mr. Rush meai1s by administering 

because that typically infers management. 17 Although the Commission does have 

the authority to detcnnine what is in the FAC and issue orders regarding the F AC, 

I would not characterize this as managing an FAC. Also, the utilities have not 

been forthright with the Commission regarding the costs they were including in 

the FACs nor have they provided testimony regarding why each cost was a fuel 

purchased power or transportation of fuel or purchased power cost. These details 

are only beginning to be provided to the Commission by the electric utilities, often 

in rebuttal or surrebuttal testimony. So I find Mr. Rush's statement that, because 

KCPL has been including these indirect costs in its FAC they are purchased 

power, confosing. 

23 II Q. Mr. Rush states on page 44 of his rebuttal testimony that OPC's 

recommendation to exclude SPP integrated market charges are contrary to 24 

·" Page 27 
16 Page 28 
17 Black's Law Dictionary 5th edilion definition of ndminislcr is "to manage or conductu. 
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the Commission's FAC rules and the intent of the legislature. Are SPP 

integrated market charges referenced iu the Commission's FAC rules? 

No. 

4 11 Q. 

s II A. 

Are SPP integrated market charges referenced iu Section 386,266 RSMo? 

No. 
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Q. Is it your opinion that it was the intent of the legislature to include SPP 

integrated market costs? 

A. No. I find it lrnrd to believe that the legislature, in 2005, intended costs that could 

not be applied until nine years later in March 2014 to be included in the FAC. 

Mr. Rush seems to project his intent of tiying to include as many KCPL costs as 

possible in theFAC as the intent of the legislature. I do not find that intent in its 

reading of Section 386,266 RSMo and the Commission's FAC rules. 

Q. Similal'ly on page 36, Mr. Rush makes the assertion that the FAC statute 

contemplates the recovery of expenses related to the procurement of fuel and 

purchased power. Is this correct? 

A. No. Section 386.266 RSMo allows the Commission to include in the FAC 

features designed to improve the efficiency and cost-effectiveness of the utility's 

fuel and purchased power procurement activities. 

Q. Could the Commission iuclude fuel procurement activities in the FAC as an 

incentive to improve the efficiency and cost-effectiveness of the utility's fuel 

and purchased power procurement activities? 

A. It could but OPC is uncertain how you determine this would improve the 

efficiency and cost-effectiveness of the utility's fuel and purchased power 

procurement activities. In addition, the Commission should carefully look at the 

types of costs KCPL includes in fuel and purchased power procurement. 
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Customer's bills should not be increased due to the costs of travel and 

entertainment booked to fitel procurement activities. 

If the Commission wants to an incentive to increase the efficiency and cost 

effectiveness of KCPL's fitel and purchased power procurement activities, it 

should increase the amount of savings that KCPL gets to keep. OPC's 

recommended sharing mechanism would increase the savings KCPL retains from 

five percent of savings to ten percent of cost savings. 

On page 33, Mt·. Rush asserts ce1·tain SPP costs tied to KCPL's load should 

be included in the FAC because the amount KCPL pays SPP Is lied to 

KCPL's load. Is !hat a good enough reason for SPP costs to be included in 

theFAC? 

No, it is not. In addition to not being direct fitel or purchased power costs, there is 

au important distinction that the costs of many of these activities arc not directly 

influenced or caused by KCPL's load. They are costs of SPP activities that are 

allocated to the SPP members for recove1y. The portion billed KCPL is based on 

KCPL's load. While the cost to KCPL may be based on KCPL's load, the cost of 

the activity is not. A cost being tied to KCPL's load is an inadequate justification 

for why a charge should be included in the :FAC. 

What is Mr. Rush's response to OPC's request for the Commission to order 

KCPL to provide FAC costs and revenues at FERC Account and subaccount 

detail? 

While he does not specifically refuse to provide this information in his 

discussions on this request on pages 35 and 45 of his rebuttal testimony, he does 

opine that KCPL has provided sufficient infomrntion. He also states that when 

KCPL provides more information, OPC uses the information to argue the 
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21 IIA, 
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Q, 

definilions are not clear, the costs arc not identified, and the information is not 

comprehensive. 

Is OPC's review of the data and pointing out to the Commission problems 

with information provided a valid reason to not pl'ovlde infornrntion? 

No. A valid reason to not provide information would be that the information was 

never reviewed or used by the other parties. Use of information is the reason for 

providing the information. 

Do you agree with Mr. Rush that file amount of lnfol'llmtion provided by 

KCPL is sufficient? 

No, The monthly reporting requirements do not provide detail regarding each of 

the costs and revenues KCPL is including in the FAC. This information would be 

important if the Commission approves the FAC recommended byOPC. However 

it is even more critical if the Commission adopts KCPL's proposed FAC or 

continues its current FAC. If the Commission adopts KCPL's proposed FAC or 

slightly modifies its current FAC, any number of costs can be included in the FAC 

and should be clearly identified in the monthly FAC reports. 

Mr. Rush states on page 45 of his rebuttal testilllony OPC's requested 

provision of costs and revenues by subaccount would provide another layer 

of complexity to KCPL's reporting. Is that au acceptable reason to not 

provide the information? 

Not any more acceptable than his other complaint that KCPL should not have to 

provide information because OPC will use it. 

Do other electric utilities provide this information in their FAC monthly 

reports? 
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Yes. Ameren Missouri and the Empire District Electric Company provide this 

information with their monthly FAC report submissions. 

Snrrcbnttal to KCPL Witness Wm, Edwal'd Blunk 

Is an FAC necessa1·y to incentivize utilities to efficiently provide sel'Vice to 

their customers? 

No. As Mr. Blunk acknowledges, there is a "very clear incentive to manage all 

costs retained in fixed rates."18 He then goes on in bis rebuttal testimony 

describing what be views as the various disincentives of OPC's recommended 

FAC and the positive incentives ofKCPL's FAC. 

Should the FAC be viewed as an incentive 01· a disincentive in how a utility 

procures energy for its customers? 

No, it should not. It should be viewed as a mechanism to, between rate cases 

where all costs and revenues are considered, recover prudently incu1red increases 

and return decreases in costs identified by the Conullission. 

What is your response to M1·. Blunk's rebuttal testimony on page 15 

regarding the chemistry and operations of your example of how OPC's 

recommended FAC woulcl limit disincentives? 

His response is a distraction from the real issue. A disincentive for efficiencies is 

created for each item included in the FAC, regardless of chemishy and operations. 

The FAC creates at least two disincentives. The one Mr. Blunk is responding to 

is that, if there is a less expensive alternative that is not included in the FAC to a 

cost included in the FAC, there is an incentive to not implement the lower cost 

alternative. This is because the cost of the item not included in the FAC will not 

18 Page 16 
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flow through the FAC while the savings from not incuning the cost of the item 

that is included in the FAC passes through to the ratepayer. 

For example, $ I 00 for item A is included in the F AC. Six months after 

the Commission approves the inclusion of item A in the FAC, the utility discovers 

item B would achieve the same end as item A but at a cost of $80. However, 

there is no incentive for the utility to implement item B because it would result in 

the FAC rate collecting $100 less (because the cost of item A was not incun-ed) 

through its FAC, 19 while requiring the utility to absorb the $80 cost of item B 

because it was not included in the FAC. 

The only way to completely remove this disincentive is to allow the utility 

to detennine what is included in its FAC as it goes along which is KCPL's FAC 

proposai.20 However, KCPL's solution to remove this disincentive creates 

another one. Once a cost is included in the FAC, there is little incentive for the 

utility to implement efficiencies for that cost. It stays whole regardless of whether 

the item costs $100 or $80. 

Is there a solution to this situation? 

17 IIA. The fewer the costs and revenues included in the FAC, the less likely eithe1· of 

these disincentives would exist. 18 

19 

20 

21 

22 

23 

Q, 

A. 

Q, 

Is this why OPC is recommending limiting the number of costs and 1·evenucs 

in KCPL's FAC? 

No, it is not. However, it is a benefit of OPC's recommendation. 

On page 16 of his Mr, Bluuk charnctcrizes OPC's recommendation as 

"cltcny plcl<ing." Do you agree with Mr, Dlunk that OPC is "cherry 

19 This example assumes 100% oflhe sovings would flow through to the customers. With the 90/J0 
incentive mechanism proposed byOPC, the utility would get to retain Sl0 of the savings. 
20 However, the Conunission stated in ER.2014•0370, the rate case in which it granted KCPL an FAC, that 
it is the Commission that dctem1ines the cosls and revenues to be included in the FAC, not the utility. 
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picking" the costs and revenues it is recommending be included in KCPL's 

FAC? 

No, it is not. OPC's recommendation is consistent with Section 386.266 RSMO 

and FERC's definition of fuel cost. However, even with this limited definition of 

FAC costs and revenues, the Commission will need to be vigilant regarding what 

costs KCPL claims are included in the description of FERC account 151. 

Attached as Schedule LM-S-3 is a FERC opinion regarding KCPL's inclusion of 

costs regarding a coal contract termination through its FERC FAC as an Account 

151 cost. In this Opinion FERC found KCPL had incorrectly accounted for the 

coal contract termination costs and required KCPL lo provide a refund to its 

wholesale customers. 

Mr. Dlunk accuses you of proposing the Commission mic1·0-manage how 

KCPL runs its plants and provides service to its customers on page 17 of his 

rebuttal. Is OPC requesting the Commission micro-manage KCPL? 

No. If anything, the FAC proposed by OPC will result in more management 

discretion because fewer costs and revenues will flow through the FAC. KCPL's 

proposal may result in a lackadaisical approach to managing its fuel costs because 

most of the costs will be recovered from its customers. 

Mt·. Blunk opines on page 17 of his rebuttal testimony you do not understand 

the complexity of providing electricity to customel'S, Do you realize there are 

complex trnde-offs KCPL must make to provide electricity to its customers? 

Yes. I've been working in the regulatory area since 1983. I have worked in the 

areas of consumer complaints, safety, fuel expense modeling, rnvenue 

ammalizalion, weather normalization and emergency response to name a few. 

Providing electricity is more complex now than it was when I started at the 

Commission and is much broader than the fuel area that Mr. Blunk is an expert in. 
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Do all costs need to be included in an FAC to have the flexibility to manage 

all components of fuel as Mr. Blunk infers on page 17? 

No they do not. Prndent fuel decisions should not be determined by which costs 

are included in the FAC and which ones are not. The FAC is an after-the-fact cost 

recovery mechanism. It is a privilege for an electric utility to be able to bill its 

customers any increase in costs between rate cases. 

Would OPC's FAC recommendation pnt the Commission in the position of 

guessing which costs wlll be prndent over the next four years as Mr. Blunk 

asserts on page 18? 

No. That was already detennined by the legislature when it stated "fuel and 

purchased power costs, including transportation" were allowed in an FAC. 

Surrebuttal of KCPL Witness Don A. Frerking 

Would you summarize Mr. Frerking's sunebuttal testimony? 

It is Mr. Frerkiug's FAC testimony that RTO admiuistration charges, FERC 

assessments, and SPP Base Plan Project costs should be included in the FAC 

because they are RTO costs and KCPL must pay these costs to make off-system 

sales and purchase power from SPP. 

Does that make these costs fuel, purchased power, or transportation costs? 

No. The Commission was correct in its Report and Order in file ER-2014-0370 

when it found the SPP administrative costs and FERC assessments 

"administrative in nature and not directly linked to fuel and purchased power 

costs. These fees support the operation of SPP and are not needed for KCPL to 

buy and sell energy to meet the needs of its customers." For this reason, these 

costs along with many other indirect fuel and purchased power costs should not be 

included in KCPL's FAC. 
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Did Mr. Frerklng's teslimony change yom· opinion regarding including the 

funding of SPP Base Plan projects in KCPL's FAC'/ 

No, it did not. While I may not understand all aspects of SPP Base Plan projects 

even after reading his testimony, he did not show that these projects were directly 

linked to fuel and purchased power costs. They are costs KCPL incurs as a 

member of SPP and membership in SPP is necessary to purchase power and make 

off-system sales in SPP. However, the total cost of these projects does not change 

according to KCPL's native load. The portion of the cost allocated to KCPL 

changes with changes in KCPL's native load. This does not make the SPP Base 

Plan projects a fuel or purchased power cost. 

Mr. Frerking provided a lot of lcstimony 1·egardlng SPP Base Plan projects, 

NITS, and PtP. Docs lhe fact that much of these cosls are interlwlned mean 

that the Commission should include all the cosls or a percentage of all lhe 

costs as ii eul"l"ently does? 

No. I am confident that, if the Commission only allows the SPP costs directly tied 

to off-system sales and purchased power, KCPL will be able to make a 

determination regarding which costs are directly tied. However KCPL has shown 

that its definition can be different from other parties and the Commission. 

Therefore KCPL should be required to make a filing showing how the SPP costs 

are directly tied to fuel, purchased power or off-system sales before the costs can 

be included in the FAC. There should also be an opportunity for other parties to 

review KCPL's filing and biing any disagreements to the Commission. 

Sm-rebuttal to Ameren Missouri Witnesses 

Do you have any sm·1·ebuttal testimony 1·esponsive to Ameren Missoul'i 

witnesses Lynn M. Barnes and Andrew Meyer? 
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Much of the testimony provided by Ms. Barnes and Mr. Meyer is duplicative of 

the FAC testimony provided by KCPL. To that end, I have already responded in 

my surrebuttal to Mr. Rush, Mr. Blunk, and Mr, Frerking and will not repeat it 

here, I will respond to testimony specific to Ameren Missouri in my surrebuttal in 

its 'rate case currently before the Commission, l3R-2016-0179. 

Does this conclude youl' surrebuttal testimony? 

Yes, it does. 
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count 618 JnoJudoo tho coat ot other fndlvfdunl puhHo ut.lUtles mny ba.vo 
fuels uae_d. _tor __ rut.olll_nry_. _stc~m _ f«o.lJI-. _epcolat op0ratJng obRraotorlaUos that 
th!$.) ... _._;_. ' -.. · .. - . . ... ·_-·: ... :-._;,may. :_warrant 'granting /t.omi,oiary -· 

(7) Where tho cost or fuel lnoluaes aelays ln the Jmplomontatlon or tho 
tuo) from. t.ompauy-ownod or ··con- i'eguJatloru,, ·-the Commission .ina.y, 
tr0Jled 1 80urooa, that raot ehall bo npon &bowJng oC goO<l oauao, watvo_tho 
noted and dosoribed as part of any lJJ- roqufroments ot this .aeotlon or tbO riig­
fng, Whoro tl10 _uf;JlJt,y purcbaans CUol ulattons for an additional ono-Yefll' po­
from a company-owned 01• <l0ntroUod r.1od so na t;o porrnlt the l)ublto utllJtles 
soU.tQe. the prfce or whfoh. fe subj cot to sliutoJont ttmo to adjust _to _tbo ro_qul1·0_­
the JurlsC,totlon oC a 1'!gulatory body, monts, - · · · · · · 
nnd IVboro tbo price or such fuol bR8 (9) All rato filings containing a pro­
beeu approved by that roguJntory body, J)Osod now n.tol oll\UBe •t• oba.ngo ill_ nn 
ouoh coat.s shall bo proswned, subJeot existing tuol olnu.eo sha.U inoJudo: 
to rebutt.aJ, to bo roasonablo and 1n- (t) A deaor1ptton or tho ruol olan1Jo 
oludnblo fn the ndJuotment clause. It wtth dot.ailed coat rtupport- for tho base 
the current J)rJco, howovor, Je fn lltfga.- cost of l'Uol and pu.r¢hasrid oconomto 
tion o.nd Is bolng collec.ted subject; to I>Ower or onorgy. 
refund, the utmty ebnU so advfao tho (JO Full .e-0st ot sorvlco da.~a. ui:Jlos~ 
Commission o.nd obnU keep a separato tho utility haa had tho ra.to approved 
a0-0ouut or snolt nmoun~ pafd w~loh by tbo OonunlBSfon wUhtn R year, pro~ . 
are aubJect to refund, hnd shall advJao vldod that euch cost ot service may .ttob 

. µ,9 CollllllloSlon of the !Inn! dloposltfon bo roqulrod whon an oxlstlng CUol cost 
or auoh matter by tho rcguJa.tor,y body adjustmont olau~o fa being tnodlffod to 
hav-fng- Jurlsdtotton. WJth rasooot to tho conrorm to tho Commt83ion•s rcgUIR~ 
})rtco or 1\lol PlU'Oba.eoa rrom compnny- tfons. · 
owned or controlled so1m::os purauant. (10) \VJ:iOnever parttoulnr olr-
to oontmots whloh A.ro not subject to oumstancos provont tho use or tho 
regulatory authority, tho utility com.. standards vrovtdod for horofn, or the 
pa.rit ebaH ftlo suoh oontro.ots and uao thereof would result tn an undue 
amendments tboroto with the Commfs~ bu.rdon, tho Comrntsslon may, upon nP-. 
ston tor its acceptnlH:e nt tho time It plication under. §:186.20'/ ot this ohnpt-er 
tnos it-a tuol otnuso or modlflcattou and. tor good oauao Shown, ponnlt devl-
thoreor. Any subsoquont amendmont t-0 ation ftorn these roK11latlons. · 
auob cont'raot$ shall Ukowlso bo ttlod (11) For tho tmrpose or pa~graph 
with the CornmlBSlon nan rato schodulo (a.)(2)(1U) or this ecctlon. the ronowtng 
ohongo and may be subJeot to auoPOn• dollnltlons apply: · 
slon undor ecotfon 205 ot tho Federal '(J) Economic power Ju powor oi: onergy 
l>owor Act. Fuol oharges by affiliated purobMed over ·a veriod of twolvo 
companfe6 whlob do not nppenr ·to be montll.8 or less whero tho total cost ot 
ron.son~bh, moy result Jn the suapon- tho purobaeo 18 )OM than tho bu.yor'a 
alon or ~ho tuol adJus~mont olause or total avoided varJablo cost, 
cause nn tnvoetl&Rtlon thereof to be (IO Total C{)$t of Ille purchase Is all 
made by the oommlS!Jlon on Its own ohqrgos Jnourrcd tu buying _ooonomlo 
motion undor eootlon 206 or tho Fedora) powor and having such powor doUvored 
Powor Act, · to tho buyor'e syatom, Tho tot-0.1 cost 

(8) All rate filings which oontah> a lno1Qde3, but Is not limited to, capaolty 
proposed now tuol otauso or a oban(io In or rosorvatlon charges, eno~-gy obargoa, 
an oxlstlng rilol olnusa shall conform addot'3, nnd any tranernl68lon or wheel-­
snoh oinu.sca with t:ho ro8'Ulatlon~. Ing oJrnrgos nesoolated .wJt.h the pur-
W1tb1u ono yoar of tlao effectiveness of ohnso. -
this rulem•klug, all public utllltlo• (ill) Tolol avoided variable cost la all 

. ltlontUlod Md d0oumontQd VB-rlnblo 
coats that w-outd ha.ve beou 1nourrcd by 
tho buyor bml a pnrUcular purchase 
not boon mn.de, Such costs include, but 

1As do(lncd In the Conunl~i,n'11 Unftorm 
Syatom ot A~ount-& 18 OFR ~rt lOJ, Dot1.n.14 

tfnns6H. 
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aro not limited to. tboso a.ssoola.ted 
with fuel, .at.o.rt--np, ehut-down or Any 
purchases that would havo been mado 
In Hou of tho puxoltMe rnatlo. 

(12) For tho P\U'POSO of paragroph 
(a)(2)(111) of thlo eootlon, tho foHowlng 
proceUll.l'os an<} lnstrµoitons apply: · · 

Cl) A utility proposing to lnoludo pur­
chase ohargea otbrir than thoso tor tuol 
or ellorgy in ruol and PUJ'Qh_a.sod OCO• 
nomto wwor costs (FJ under paragraph 
(aX2XIII) of this aooUon ahall amond Its 
fuel cost tldJnotmortt olauao ao tho.t Jt 
Is oonelstont with paragraphs (a)(l) nnd 
(a.)(2)(111) of thfa aootlon. Such amend­
ment sbaU state t-he syat.om roMrvo Ol\­
paofty orlt-erJa by wbtoh tho B.Yatem op., 
orntor daoldes wbother a rolla.blllty 
Plll'Ohaso fa 1'11Q.Ulred. Whoro tho utility 
Ollug tho stotemout Is roqulrcd by a 
Stoto or local regulatory body (tuolud• 
itig a plant elte licensing board) to Ille 
• oapaolty orltorln stntomsnt wltll that 
body, tho eYatf,}m reaorvo oopaoltY cd­
terla 1n tho otntomout fllod With tho 
Comml8310n sbal1 bo fdent-toal to tboso 
oontolnod In tho stntomont llloa with 
tho Stnto or loon! rcaulotory body. Aey 
utlllty that ohangos Jta reserve oal}ac­
ltY orttorln. altAU, wJthlu 15 di\YS of 
such ohnngo, IJlo. nn ·amended fuel cost 
and purchnsod ooonolllio power adjust-, 
mont olnnae to tnoorporato tho now orJM 
tedl\. 

(II) Rosorvo oapaolty shall bo deemed 
-l\dequnto JC, at tho_ ttn,o ~ purchase waa 
:Initiated, the buyer's ayat-em reserve 
ORPaolt.y orlWrJa. woro projected to be 
sntlaflod for the durntlon or tho p1u·­
ohaae without the purobaao at ts.sue. 

(111) The total coat of tho pnrohaso 
must ba proJeoted to ba lees thon total 
a\i'ofdcd varJRblo cost,· at tho time a 
ptu·ohnse was: Initiated, IJotoro RDY non­
fuel purchase charge may be Included 
fn F,.,,. -. . 

(Iv) Tho purohMlng utility shall 
ml\ko a oredlt to Fl,f attor a. purohaeo 
torruinntes Jf the total cost of _the }}ar­
obaso oxceod6 tho t.ot.t\1 avoided vart­
ablo QOSt. The amount. of tho orcdlt 
shall be the dlftorenco bet.\vc,on the 
total coat of tho pm-obaao and tho total 
avoided vatlRblo coat. ThflJ oredlt, sha.11 
lJo rnado Jq tho tJrst adjustment porlod 
actor tho ond of tho pm-oha.ee. JC a utll­
Jt,y falls to niake the credit in tho nrst 
adJustmont perJod a(tor tho ond of the 
porcbnso, It shall. whon moklng tho 

18 CFR Ch. I (4-1-10 Edlllon) 

credit, J\ISO _lncJudo In F .. interest. on 
tho amount of tho orodlt. Intorost shall 
ba CAloulnted at tho rnto required by 
§35.10a(a)(2Xilll or this ohnptor, and 
shall accrue lrom tho da.to tho credit 
ohoutd_have boen me.do undor this para.­

' graph until tbs date th.• oredli Is mado. 
· (v) If a puroha.so Is mnde or more oa­

paofty than la needed to satisfy tlto 
buyer's &Yatom reserve oapaotty orl­
torta beoauao t:ho total ooats of tho 
oxtra. cal)aotty and nssoolated_. energy 
arc less than tho bUYor'a tot.al avotd.od 
va.l'lablo coats cor t.ho dur'atlori or tho 
purobase, tho obllrges aff.Sooiated w1th 
tho non-ro)labJllty porUon or t:Jlo pur--
ohaso ITII\Y bo Includeµ In F. · 

(Approved by tho Ollteo cit MftDllSomont Rlld 
Du~et under <:on_U'9l J\U~bor 100'A--0096) 

(Federal Power Aot 18 U,8,0, 82,fd, ·8240 and 
8Zoh (1&'16 & t;;up,p, IV 1900): DeJ}al'tm1mt · Or 
Enorgy Orgcln!Mthm AOt.1 .fa l,1,8.0. 7171, '11'13 
and '11'l'3(o) (Supp. IV 1980); E,O, 12009, 3 OFR 
par I 142 (11118): 6 U.8.0. 653 (11118)1 
COcxlorZU,28 Fl\JMta, Oo~ 2, um, as amend, 
ed by Ord_or -UI, 36 FR 30.!71 1-'ob! 1'1, lf/lJi 39 
ra iW&), Nov, 19, Hn4: Older 225, 47 FR 10058, 
Ml\}' 3, 1982: Ordor $62, 4(J 1''R 66-138, · Doo, 13, 
1983: 49 FU 6073, Fob. 10. um: Otdor 629, 65 FR 
f?:nt, Nov. 13, 1990: ·oroor $00, 63 FR 63009, 
Oot 'l, 1008; Order 'JH, 'l3 FR 67632, oot. s, 
2008; ?3 PR 63$86, Oct . .28, 20031 

f85,lti Nolloes of ortnoollaUon or t-0r~ 
mlnallou, 

(o) General rule, Whtin • roto aobod­
uto, tarltt or sorvJoo agreement or part 
thorcor uqulred to be on fl10 With tho 
COmmfsston Js proposed to bo oancolJed 
01• 18 to t-ormtnate by tts own terms and 
no new rato aohedula, tarlll or aorvtoo 
aQl·comont or part thereof fs to bo tuecl 
lo Ito placo, a filing must bo mado to 
cancol such .roto sohcdulo1 tarlrt or 
scl"Vlce agreement or pa1·t thoroor nti 
least sixty days bat not more than ono 
hundred•twonty da.ya prlor to the dnto 
euoh ~ancoHntfon or tormhmtlon Is 
prowsod to tnko orreot.. A copy of suoh 
nottco to tho ConunJei,lon aha.U be duly 
pasted. With suob notlco, oaoh tiling 
part-y shall submit a. st:.atomeut a-tvfn.g 
the reasons tor tho propoSQd cattcoUa~ 
Uon or ti)rrntnatlon, and a list ol tho 
affected purobruJQre t-0 whom t110 notloo 
ha.s been provJdod, For good onuse 
shown, the Commission llll\.Y by order 
provide that tho noUco of ol\hccllntlon 
or termination shtlll bo otccotlvo RB or a. 
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Opinion 

('61074] 

[Opinion No. 327 Text] 

I. Procedural History · 

In a Jetter order Issued July 29, 1987, the Commission, after the Division of Audit's examination of the books and 
records of Missouri Public Service Company (Missouri) for the period of January 1, 1982 through December 31, 
1985, directed that various adjustments be made in order to comply with the Commission's accounting and related 
regulations. 1 The letter order noted that Missouri had agreed to take the corrective actions recommended on all 

1 Missouri Public SetVice Company, 40 FERG P61, 121 (1987). 
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mallers except its treatment of payments made to a coal supplier when coal was not taken under a coal supply 
contract. 2 

["2] 

On August 27, 1987, Missouri notified the Commission that It consented to a review of the contested matter by the 
Commission pursuant to shortened briefing procedures set forth In section 41.3 of the Commission's regulations. 18 
C.F.R. § 41.3 (1988). Notice of the shortened briefing procedure was published in the Federal Register. 3 

On January 27, 1988, Missouri and trial staff each filed a memorandum of facts and arguments In support of their 
respective poslllons. 4 On February 18, 1988, Missouri and staff each filed a reply memorandum. 5 

r•31 

II. Background 

Missouri is one of four owners 6 ot Jeffrey, a coal-fired station with three generating units. In 1973, KP&L entered 
Into a coal supply agreement with AMAX Coal Co. (AMAX), a subsidiary of American Metal Climax, Inc., on behalf 
of the Jeffrey owners. Under the terms of the original agreement. KP&L was required to purchase, and AMAX to 
deliver, specified amounts -- a "Base Quantity'' -- of coal each year. 7 

['610751 

Subsequenlly, the Jeffrey owners saw that they could not meet the Base Quantity requirements specified In the 
contract due to delays In the construcllon of the generating units and lower than anticipated demand. In 1980, the 
contract was amended In order ["4] to reduce the required annual deliveries of coal In the early years of the 
contract while increasing the total lifetime contract amounts. The price per ton for the coal was also changed. In 
addition, the provision requiring KP&L lo purchase the Base Quanlily each year was eliminated. Instead, the ) 
parties added a deficient tonnage payment provision, a mechanism for calculating KP&L's llablllly If It failed to 
take the quantlly of coal agreed lo In the contract. Between 1982 and 1984, Missouri Incurred deficient tonnage 
payments under the amended contract, recorded them In Account 151, and recovered them through the fuel 
adjustment clause. The issues before us are whether the payments should have been recorded in Account 151 
and whether the payments should have been recovered through the fuel clause. 

A fuel adjustment clause allows a utlllly lo aulomallcally pass through to its customers Increases or decreases In 
the cost of fuel withoul filing formal rate changes each time the cost fluctuates. The decision to adopt a fuel 
adjustment clause is made by the utility in the first instance, but all fuel adjustment clauses flied with the 
Commission must, absent Commission waiver, [ .. 5] adhere lo the requirements of seclion 35.14 of the 
Commission's regulations. 18 C.F.R. § 35.14 (1988). 

2 40 at p. 61,333. 

' 52 Fed, Reg, 39,985 (19871. 

' On November 6, 1987, staff filed a motion lo inslilute an investigatlon of the fuel procurement practices of the owne1s of the 
coal-fired Jeffrey Energy Center (Jeffrey) •· which is pa~ially owned by Missouri. On December 14, 1987, Missouri filed an 
answer In opposition to staffs request for an investigation. On January 7, 1988, slaff withdrew its request for an Investigation. 

s On April 8, 1988, staff filed a motion requesting permission to supplement Its reply memorandum. On April 25, 1988, Missouri 
filed an answer in opposlllon lo the motion. On April 29, 1988, staff filed a motion lo strike a portion of Missouri's April 25, 1988 
filing. On May 16, 1988, Missouri filed an answer In opposition to the staffs April 29, 1988 motion lo strike. 

6 Tho owners of JoHroy, and their respective ownership Interests, are: Kansas Power and Light Company (KP&L)(64%), Kansas 
Gas & Electric Company (20%), Cante! Telephone & Utililies Corporation (8%), and Missouri (8%). KP&L Is responsible for 
Jeffrey's operation. Missouri and the other co-owners pay KP&L lheir respeclive shares of the costs incurred by KP&L on their 
behalf. 

, KP&L could reduce tho Basa Quanlily by a certain small percentage but only upon priorwrillen "S\iffiedule LM-S-2 
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The Commission's fuel adjustment clause regulation restricts recovery of fuel costs to the cost of "fossil and 
nuclear fuel consumed in the utility's own plants, and the utility's share of fossil and nuclear fuel consumed in 
jointly owned or leased plants." 18 C.F.R. § 35.14(a){2)(1) (1988/. The regulation further provides that "{l]he cost of 
fossil fuel shall Include no Items other than those listed In Account 151 of the Commission's Uniform System of 
Accounts." 18 C.F.R. § 35.14(a)(6) (1988/. 8 Missouri concluded lhal deficient tonnage payments were properly 
recorded In Account 151(1) as part of Iha "Invoice price of fuel" or In Account 151(3) as "other expenses directly 
assignable lo cost of fuel. " 9 18 C.F.R. Part 101, Account 151 (1988). The company, relying upon these 
provisions, recorded the deficient tonnage payments In Account 151 and recovered the deficient tonnage 
payments through Its fuel adjustment clause. 10 

('61076) 

The Commission's accounting staff , determined, however, that the expenses for deficient tonnage payments 
should not have been recorded In Account 151 and recovered through the fuel adjustment clause. 11 Tlw staff 
found that Missouri should have recorded those payments either in Account 501, Fuel, if the costs were prudently 
Incurred, or in Account 426.5, Other (Below the Line) Deductions, if they were not prudently Incurred. The staff 
recommended that Missouri revise its accounting procedures to Insure that future deficient tonnage payments be 
properly accounted for and that Missouri refund to Its wholesale customers, with interest, the portion of Iha deficient 
tonnage payments recovered through its wholesale fuel adjustment clause. 

Ill. Posilions of the Participants 

A. Missouri 

Missouri argues that deficient tonnage payments are properly recorded In Account 151, and are re~overable 
through the fuel adjustment clause. 

In support of Its position that the deficient tonnage payments are properly charged to Account 151, Missouri cites 
Kansas Municipal and Cooperative Electrlc Systems, 16 FERG P61,227 (1981). [ .. 71 There, Iha Commission held 
that land reclamation expenses Incurred by a coal supplier which a utility reimbursed well after the coal had been 
supplied consliluted a cost directly assignable to the cost of fuel. Missouri interprets Kansas as establishing that: 

8 General lnslruciion 2E provides Iha! only those amounts which are just and reasonable may bo properly Included in Account 
1Jil.. 18 C.F.R. Part 101, General lnslruclion 2E (1988); accord, Public Service Co. of New Hampshire, 6 FERG P61,299. alp. 
61,710, reh'g denied, 9 FERG P61,202f1979). 

9 Account 151 provides: 

This account shall include Iha book cos! of fuel on hand. 

10 Between 1982 and 1984, Missouri recorded ils share of the deficient tonnage payments In Account 151. Fuel Slo.ck. 
From June 1982 through December 1984, Missouri made thirty-one payments. lolaling S 1,189,160, lo KP&l. Missouri also 
eslabllshed an addlllonal esllmaled llabllily for olher payments in the amounl of$ 764,700, by a charge lo Account 151 and a 
crodll to Account 232, Accounts Payable. In December 1984, Missouri expensed $ 1,462,660 of Iha amounts previously 
recorded In Account 1§1 by a charge to Account 501, Fuel. In March 1985, Missouri decreased ils previously recorded 
eslimale o/ deficient tonnage payments by S 4,986 and charged !ho remaining$ 486,214 lhal were recorded In Account 151 
to Account 501. Missouri inilialiy excluded !he expensed amount from !ho compulallon of fuel cos! In !he December 1984 fuel 
adjuslmenl clause billings to wholesale customers. In March 1985, however, Missouri Included bolh !he$ 1,462,660 expensed 
In December 1984 and !he March 1985 charge of$ 486.214 In !he fuel adjuslmenl clause for lls wholesale cuslomors. 

Missouri used !he deflclenl tonnage payment amounts to offset a fuel lransportalion rale refund lhal II credited to Iha 
wholesale fuel adjuslmonl clause In Iha! month. The inclusion of the deficient tonnage payments in !he wholesale fuel 
adjuslmenl clause calculalions resulted In Increased fuel adjustment billings lo wholesale customers by approxlmalely $ 
96,000. 

11 40 al pp. 61,335-36. 
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(1) costs other than original Invoice prices submitted for coal on hand may, nevertheless, be properly recorded In 
Account 151 where the costs are "directly assignable" to the cost of fuel; and (2) In determining whether a cost Is 
directly assignable to the cost of fuel on hand, It Is significant that (a) the cost at Issue Is Incurred by a coal 
supplier; (b) the cost Is bllled and collected by a coal supplier; and (c) the cost could have been added to the 
original price of coal. Missouri argues that the deficient tonnage payments In this Instance are calculated and 
billed. under a coal supply contract and, thus, qualify either as part of the "invoice price of fuel" or as a cost 
directly "assignable to [the] cost of fuel" under the Uniform System of Accounts. 18 C.F.R. Part 101, Account 
151(1 ), (3) (1988). 

Missouri attempts to distinguish deficient tonnage payments from take-or-pay liabilities or buy-out costs. 
Missouri ("8] characterizes deficient tonnage payments as a means of compensating AMAX for Its fixed costs 
associated with the coal actually provided under the contract when the tons of coal taken by Missouri are fewer 
than those originally agreed upon by the parties. It argues that, In this way, deficient tonnage payments are more 
analogous to fixed cost minimum commodity bill payments which a gas pipeline company may recover through lls 
purchased-gas adjustment clause. · · · · 

In the event the Commission finds that deficient tonnage payments are not properly recorded In Account 151, 
Missouri maintains that the Commission should, nonetheless, approve Missouri's treatment of the deficient 
tonnage payments. In support of its position, Missouri argues that In order to Insure uniformity In accounting 
pracllces among ulllltles, Missouri should be accorded the same trealment that KP&L, ('61077] the lead owner of 
Jeffrey, was accorded when accounting for lls share of the deficient tonnage payments made to AMAX. Missouri 
maintains that a past audit of KP&L aulhorized KP&L's similar treatment of deficient tonnage payments and that a 
settlement accepted In Docket No. ER83-418 allowed KP&L to recover("9] its share of the deficient tonnage 
payments through the fuel adjustment clause. Missouri argues that It Is Inequitable to deny Missouri recovery of 
the payments at Issue when KP&L has been allowed to recover its share of the very same charges. Missouri also 
argues that It would have been acting In violation of the Federal Power Act, which requires this Commission to ) 
insure the uniformity of accounting and ratemaklng treatment of similarly situated utllltles, If It had failed to record 
the deficient tonnage payments In Account 151. 

Finally, Missouri argues that It Is difficult to estimate deficient tonn.age payments, which would be necessary In 
order for a utlllty to recover this expense In base rates, and that trial staffs suggestion that Missouri should have 
sought a waiver prior to recovering the deficient tonnage payments through the fuel adjustment clause is a 
backhand concession that fuel adjustment clause treatment is appropriate in this instance. 

B. Commission Trial Staff 

Trial staff argues that deficient tonnage payments are not properly recorded In Account 151 and are not 
recoverable through the fuel adjustment clause. 

The staff argues that deficient tonnage ["10] payments, rather than being related to "fuel stock" on hand, reflect 
a failure to take fuel. The staff further argues that deficient tonnage payments do not qualify as "other expenses 
directly assignable to [the] cost of fuel" because the actual amounts used In computing the deficient tonnage 
payments are not based on the cost of AMAX's coal production and are not added to, or collected, as a unit cost of 
coal. 

The staff also takes Issue With Missouri's reliance on the fact that deficient tonnage payments are made to a fuel 
supplier under a fuel contract. The staff notes that not all costs arising out of a fuel contract are properly 
recordable In Account 151. The staff also argues that deficient tonnage payments are based upon estimated 
costs and anticipated profits, making them inappropriate for fuel clause recovery since charges properly recovered 
through the fuel adjustment clause must accurately reflect actual costs. 

The staff maintains that the Commission has Indicated In the past that Its fuel adjustment clause regulation must 
be strictly construed. The staff argues that retroactive approval of Missouri's recovery of deficient tonnage ) 
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payments through the fuel adjustment ["11] clause would be Improper and that refunds of the Improperly ccllecled 
amounts are necessary lo insure compliance with the Commission's fuel clause regulation. 

The staff states that Missouri's assertion that similar accounllng treatment of deficient tonnage payments has 
been approV!Jd In prior proceedings is not supportable. The staff argues that the Commission has never 
addressed the proper accounting for the deficient tonnage payments related lo the AMAX contract and that the 
trial staff has never agreed to l<P&L's treatment of deficient tonnage payments In any selllement. Finally, the 
staff .. argues that, co.nlrary to Missouri's claims, deficient tonnage payments are not similar lo fixed cost minimum 
commodily bill payments. ['61078] · 

IV. Discussion 

We will deny the staff's April 8, 1988 motion requesting permission to supplement their reply memorandum; we do 
not believe that the supplement presents any new facts or arguments that would allow the Commission to gain a 
better understanding of the Issues. Consequently, the staff's subsequent April 29, 1988 motion will be dismissed 
as moot. 

The fuel adjustment clause Is Intended to keep utllllles whole with respect to changes ["12] In the cost of their fuel. 
It allows ulllllles to pass through to their ratepayers increases or decreases In the cost of their fuel, wlthoul having 
to make separate rate filings to reflect each change In fuel cost, and without having to obtain Commission review of 
each change in fuel cost. 12 The Commission's fuel clause regulation permits utllllles to flow through those fossil 
fuel costs which reflect the cost of fuel consumed and which include no Items other than those listed In Account 
151. For the following reasons, we find that the deficient tonnage payments at Issue here are a c<Jmponent of the 
cost of fuel consumed and are among those costs listed In Account 151, making them appropriate for fuel 
adjustment clause recovery. 13 We also find, however, that deficient tonnage payments are not properly recorded 
In Account 151 for accounting purposes. 

["13] 

Utility fuel procurement decisions are not made In Isolation. A reasonable utility will schedule fuel deliveries from 
each of Its vendors iri the combination that will yleld an adequate supply at the lowest cost, taking into account the 
different features of each contract. A decision not lo schedule fuel from a particular vendor and so incur a 
deficient tonnage payment Is a decision made on the basis of the overall energy requirements of the utility as well 
as the cost of the fuel. This Is true whether the decision to Incur deficient tonnage payments arises for economic 
reasons (because less expensive fuel Is available from other vendors) , or for reliability reasons (because the 

12 Fuel Adjustment Clauses in Wholesale Rate Schedules, 52 FPC 1304 1305,08 /1974): see also Public Service Co. of New 
Hampshire v. FERG. 600 F.2d 944, 947, 952 (D.C. Cir.), cerl. denied, 444 U.S. 990 (1979/. 

13 Wo find Missouri's allempt to dislinguish deficient tonnage payments from minimum take payments unpersuasive. Deficient 
tonnage payments, like minimum take payments, are payments made to a coal supplier under the contract wllh that supplier 
when lhe utilily fails to take the coal II would otherwise be required by lhe contract to lake. 

As we have explained In Norlhem Stales Power Company. 47 FERC P61. 012 /1989), such costs are to be distinguished from 
buy-out and buy-down costs. Tho latter must meet Iha ongoing benefits test established In Kentucky Utilities ComJ/Qny et al., 
45 FERG P61A09 (1988), In order to qualify for fuel adjuslment clause. recovery. In this Instance, however, as we have Just 
noted, the deficient tonnage payments al Issue here are neilher buy-out nor buy-down costs but rather are the same as 
minimum lake paymenls. Wilh respect to lhe other changes In the AMAX conlracl, which we described supra, Including the 
change In the price per ton for the coal, such changes are not at Issue in this proC<ledlng. Therefore, we make no 
delerminatlon whether any such changes, including Iha change In lhe price per ton for lhe coal, may conslllulo buy-down 
cosls. 

As we also explained In Northern Slates, such costs are likewise lo be dlsllngulshed from payments for fuel ultimately made up. 
The laller are inilially recorded In Account 165 and are then transferred to Account 151 at the time the fuel Is taken. 
Subsequenlly, they are transferred to Account 501 and recovered through the fuel adjuslment clause at the time the fuel is 

burned. Schedule LM-S-2 
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ullllty's long-term contracts -- negotiated to ensure that fuel would be available when needed -- currently provide for 
deliveries In excess of the ullllty's needs). In Missouri's case, the deficient tonnage payment was Incurred 
because the coal was In excess of Its needs. 

The first of the two criteria for fuel clause recovery Is that the fuel costs reflect the cost of fuel consumed. 
Because of the nature of a ulility's ongoing fuel procurement under Its existing contracts, and the fact that deficient 
["141 tonnage payments are made by !'610791 the Utility under the terms of its existing contracts in order to 

obtain fuel, we conclude that such costs are part of the ulllity's cost of fuel consumed even though they aro not 
billed per unit of fuel delivered. Thus, the first of the two criteria for fuel clause recovery Is met. 

The second of the two criteria for fuel clause recovery Is that the fuel costs be among those listed in Account 151. 
Because deficient tonnage payments made by a ullllty under Its existing contracts are billed by the supplier 
under the contract as amounts due the supplier pursuant to the contract, we also find that deficient tonnage 
payments are part of the '(i]nvoice price of fuel' · listed in Account 151. Thus, the second of the two criteria for fuel 
clause recovery Is met. 

Because we find deficient tonnage payments to be costs of fossil fuel consumed In a ullllty's own plants and 
among those Items listed In Account 151, Missouri's recovery of deficient tonnage payments through its fuel 
adjustment clause was proper. 14 

["15] 

While we find that deficient tonnage payments are among Iha cost items listed in Account 151, and are therefore 
appropriately Included for fuel adjustment clause purposes, we do not find that such payments are properly 
recorded In Account 151 for accounting purposes. 15 Account 151, Fuel Stock, Is an Inventory account that Is 
used to accumulate the cost of fuel that Is physically on hand. Account 501, Fuel, on the other hand, Is used to 
record the cost of fuel as it is taken out of inventory and burned, as well as other fuel costs that are directly \ 
chargeable to expense during the given accounting period. Deficient tonnage payments, as described above, are 

1 

part of the cost of fuel consumed and should be recorded, not as Account 151 costs, but rather as Account 501 
costs. The rate and accounting treatment we specify here for deficient tonnage payments Is thus consistent with 
the rate and accounting lreatment we allow for natural gas costs. Like deficient tonnage payments, the Invoice 
price of natural gas Is a cost item listed in Account 151 and Is, therefore, eligible for fuel adjustment clause 
recovery although It Is not recorded In Account 151 for accounting purposes since ["16) the gas Is burned as 
soon as it is delivered and is not placed In inventory. Accordingly, we will direct Missouri to revise Its accounting 
for deficient tonnage payments to reflect the Commission's determination here. 16 

["17] 

14 Our delermlnallon that deficient tonnage payments are properly recovered through the fuel adjustment clause should not 
be construed as a delermlnalion !hat Iha company has behaved or will behave prudenlly in making any particular deficient 
tonnage payment. We expressly reserve our right lo delermine whether the company has acted prudenlly or not. 

15 The criterion for fuel adjuslmenl clause recovery Is Iha! fuel cos! can Include no llems other than !hose ilems listed. In 
Account 151. II does not require Iha! such costs be recorded in Account 151 for accounling purposes. That is, while for 
accounllng purposes tile amounls recorded In Account 151 will reflect the cost or fuel physically on hand, ror fuel adjustment 
clause purposes the list of items in Account 151 merely defines those catego_rie~ of costs appropriately recovered through the 
fuel clause. Consequenlly, as with nalur~I gas ·cosls, and as we find here with resp8ct to deficient tonnage payments, ·a C<;>st 
can be recovered lhrough the fuel adjustment clause without having to be recorded in Account 151 for accounllng purposes. 
16 Not only must the deficient tonnage payments be recorded In the proper accounts, they also must be charged lo ralepaye1s 
in the proper period. Hern, however, Missouri charged the deficient tonnage payments lo ratepayers In a lale1 period and so 
ratepayers benefitted from lower tales during the period In which lhey would have been charged these payments. II does not, 
however, appear that ratepayers have suffered any detriment from Missouri's delay In charging the deficient tonnage 
payments, and consequenlly we see no need to proceed further hero as to the liming of the charge lo ratepayers. Wo will Insist 
though Iha! future doflclonl tonnage payments be charged lo expense In the period lncu11od. Schedule LM-S-2 
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The Commission orders: 

(A) Trial staff's April 8, 1988 motion Is denied and Its April 29, 1988 motion Is dismissed as moot. ['61080) 

(B) Missouri's recovery of deficient tonnage payments through Its fuel adjustment clause was proper as 
described In the body of this order. 

(C) Missouri's accounting for deficient tonnage payments by recording them In Account 151 was improper, and 
should be revised to refiecl the Commission's determination here. 

Commissioner Stalon concurring with a separate statement to be Issued later. 

Commissioner Trabandt concurring with a separate statement attached. 

Concur By: TRABANDT 

Concur: 

Charles A. TRABANDT, Commissioner, concurring: 

In these companion cases (Northern Slates Power Company (Wisconsin), Docket No. EL88-39-000 and Northern 
States Power Company (Minnesota), Docket No. EL88-9-000], we further expand the opportunities utilities enjoy to 
charge their customers for expenses without Iha Commission having reviewed those costs beforehand. The 
utilities in both the Northern States Power Company (Norihern States) cases and Missouri Public Service Company 
(Missouri) case paid for a guaranteed minimum supply of [''18) coal, even though they bought less than that. 
More to the point, the companies added these amounts to their rates without obtaining specific approval from the 
Commission. Today the Commission holds that they acted properly. 

We will now allow eleclrlc utilities to recoup minimum coal payments through their fuel adjustment clauses 
uncondlllonally and as a malter of course. Companies will simply Include lhese costs in the line marked "fuel" on 
the bills they send out every month. I join in the disposition of these cases. However, I concur with a separate 
opinion because as today's actions have the distinct potential of taking us one more step along a road of avoiding 
full Federal Power Act review of rates, I believe I should set forth the standards by which I conclude that I can go 
along with the orders. 

1. Where I Would Draw The Line 

My other concurring colleague, Commissioner Stalon, correctly pointed out at the Commission meeting that the 
question we face here concerns not whether Northam Slates and Missouri may recover minimum coal payments 
from their customers, rather, how they recover those sums. Normally, a rate case would conslflute the proper 
vehicle, just [''19) · as we require for other costs, even those that do not form a predictable pattern. For example, In 
a case we decided the same day as these, we did not permit companies automatically to recover litigation 
expenses (even when customers derive a benefit from the law suit), see, e.g., Indianapolis Power and Light 
Company, 48 FERG P61,040 f1989J. . 

Costs related to fuel purchases, however, bring with them an additional consideration, but one that should lead us 
to tread with caution. By that I mean we must consider the Commission's fuel adjustment clause regulations, 
which allow "automatic (rate] recovery [of the price utllltles pay for fuel] , subject lo later, but not automatic 
scrutiny." Kentucky Ut/1/1/es Company et al., ( Kentucky Utilities) 45 FERG P61,409, at p. 61,294 (1988/ (Trabandt, 
Commissioner, concurring). 

However, as I slated in Kentucky Utilities, id., we should not lightly allow utilities to Invoke these regulalions 
because: 

Tlmothy1 Opitz 
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Regulatory commissions established fuel adjustment ... clauses only because !he costs involved a large amount 
of money and represented a major portion of ['61081) ulllllles' rates. In addlllon, ["20) the commissions 
determined that proceeding through !he usual rate case mechanism presented dlfflcultles. 

I also noted, Id., citing n. 16 of the order, that "fuel clauses should recover actual costs of fuel 'on hand,' no! 
payments lo forego future purchases." As !he orders In the cases before us more accurately describe II, !he utility 
must tie the costs to "fuel consumed. " Northern States, slip op. at 8; Missouri, slip op. at 9. 

The majority finds !hat as the minimum payments represent costs "lo obtain fuel, " the ulilltles have satisfied the 
"fuel consumed" requirement. Northam States, slip op. at 8; Missouri, slip op. at 9. I think no!. To me, the cases 
we deal with here Involve "payments lo forego future purchases.' In Northern States, !he ulillty suffered the 
minimum payment lo its coal supplier In order to purchase cheaper fuel elsewhere. Missouri concerns a situation 
in which "!he [minimum] payment were [sic) Incurred because coal was in excess of[the utillly's) needs." Slip op. al 
9. The ulllilles made the payments no! to obtain coal, rather to avoid having lo buy. 

The Staff argued the analogy to a "cos! of service" arrangement r•211 for which we have permitted fuel cost 
recovery. Under that kind of a scheme, !he supplier apportions a flat amount representing total fuel payment to 
the units the utlllty buys. If !he ulilily buys less, the bill per unit rises; the unit rate falls If the ullllty does more 
business with the particular supplier. According to that view, the only difference between the permissible 
arrangement and the minimum payments here lies In the fact that the Northern Stales and Missouri suppliers did 
not bill on a per unit basis. 

I think this "only'' difference makes a big difference. If the coal vendor can tie the amount It wishes to collect to a 
unit price of coal, !hen !he transaction has satisfied !he "fuel consumed" requirement. The ullllly paid a rate for 
the fuel ii burned, however !he seller determined Iha! rate. Here we have no per uni! blillng for the minimum 
payments. I realize !his represents a close call bu! I would draw the line !here. 

That does not mean, however, that I would dlsallow the minimum payments in bolh cases. In Kentucky Utllltles we 
examined not only Iha particular contract under which !he ullllty made the buy-out or buy-down payments (to 
cancel !he agreement ["22] In whole or in part) bu! on the total fuel picture. We viewed Iha payments to get out of 
buying the coal as part of lhe cost of the subslilute fuel the Ulillly actually bough!. Therefore, we allowed the 
companies lo recover under a waiver of !he fuel clause regulations, if they could show that the customers of the 
electricity saved money overall. 

Thal result I would apply in Northern States. If Northern States can show !hat lls fuel purchase pattern brought fess 
expensive fuel to Its customers I would waive !he fuel clause regulations. In Missouri, from the standpoint of 
applying our fuel clause regulations, I would come out on !he side of no automatic recovery. However, as I 
explain In the next section, I vole for fuel clause treatment because of countervailing considerations. 

2. Why I Join Today's Result 

For a number of reasons, I agree wllh the outcome we reach here, even though I would prefer to place !he llmlt on 
unconstrained fuel clause recovery a few Inches closer. First, as the orders Imply, Northam Stales, slip op. al 9; 
Missouri, slip op. at n. 13, the ulililles made !he minimum payments at issue here under !heir existing ('61082) 
["23) contracts, or slated dlfferentiy, in the ordinary course of !heir dealings with !heir coal suppllers. 

Therefore, unlike under other sets of facts, particularly some I can envision occurring In the gas industry, the 
situation here represents the normal operation of the coal market. By that I mean Iha! even though the ulllllles 
cannot tie Iha minimum coal payments to a price per ton, the payments represented an accepted practice In the 
Industry. Because of !he routine nature of these payments In !he context of coal contracts, I can accept fuel 
clause recovery. This Commission has used !he fuel clause mechanism to allow quicker recovery for fuel costs 
!he ulllltles routinely made. Minimum coal payments fall within that concept. 

Moreover, !he orders also point out, Northern States, slip op. at 9 and n. 16; Missouri, slip op. at n. 13, we have 
llmlled uncondlllonal fuel clause recovery to a narrow category of cases •• minimum payments under existing 

Schedule LM-S-2 
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·, . 
/ contracts, where no makeup period obtains. We exclude buy-out and buy-down costs such as those m Kentucky 

) 

) 

Utilities, and payments under contracts (that abound in the gas Industry) allowing the buyer to mitigate 
minimum ["24] payments through extra purchases in later years. Indeed, In Missouri, slip op. at n. 16, we strongly 
insist on lhe company recovering the payments at the proper lime. This confirms my view that these orders deal 
with routine payments utl/11/es make In the orderly operation of the coal market. Therefore, while I may have, as an 
original matter, come to a different conclusion, I accept the majority's dlsposillon as reasonable under the tacts ot 
these cases. 

For these reasons I concur. 

End of Oocumont 

Timothy1 Opitz 
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['61894) 

[Opinion No. 348 Text] 

I. Procedural History 

Following lhe Division of Audits' examination of Kansas City Power & Light Company's (Kansas City Power or the 
company) books and records for the period of January 1, 1983 lhrough December 31, 1986, the Chief Accountant, 
by letter order Issued January 25, 1989, directed that various adjustments be made so as to comply with the 
Commission's accounting and related regulations. 1 The letter order noted that Kansas City Power had agreed to 
lake the corrective actions recommended on all matters except its treatment of payments for final reclamation, 
mine closing and related costs made by Kansas City Power after terminating a coal supply contract with Peabody 
Coal Company (Peabody). The letter order concluded that Kansas ["2) City Power improperly Included such 

1 Kansas Cily Power and Light CompJ11JY~4!J£ERJ, P~Z20J.(1fil}.9)~ 
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payments In Account 151, Fuel stock, and Incorrectly recovered the amounts through Its wholesale fuel 
adjustment clause billings. 2 

On February 22, 1989, Kansas City Power notified the Commission that ii disputed the audit staffs 
recommendations concerning the payments associated with the coal contract termination. Kansas City Power 
consented to Commission review of the contested mailer pursuant lo the shortened briefing procedures set forth In 
section 41.3 of the Commission's regulations. 18 C.F.R. § 41.3 (1989). Notice of the shortened briefing procedure 
was published In lhe Federal Register. 3 

On April 20, 1989, Kansas City Power and trial staff filed memoranda of facts and arguments In support of their 
respective positions. On May 10, 1989, Kansas City Power and trial staff filed reply memoranda. ra1895J 

II. Background 4 

["3] 

On December 10, 1979, Kansas City Power and Peabody executed a coal supply contract. Under the terms of the 
contract, lilied Iha Rogers County Mine Coal Supply Agreement (Rogers County Agreement), Peabody supplied 
coal to l<ansas City Powets Hawthorn and Montrose stations from its Rogers County, Oklahoma mine. The 
Rogers County Agreement extended from 1980 through 1996. The ccntract provided for coal to be supplied at the . 
rate of 1,250,000 tons annually from 1980 through 1989 and at 1,100,000 Ions annually thereafter until termination 
of the contract on December 31, 1996. 

The Rogers County Agreement was a cost-plus contract which required Kansas City Power to pay mine production 
costs as Peabody Incurred them. In the event that Kansas City Power terminated the contract and Peabody closed 
Iha mine, Kansas Clly Power was contractually obligated to pay final mine closing costs. 5 Article 7 of the contract 
permitted Peabody to Include final reclamation, mine closing and related costs In the invoice price of ccal as 
reserves for mine closing ccsts, although Kansas City Power bore no contractual obligation lo pay those costs unlll 
Peabody actually Incurred them. 6 The contract r•4J provided that In determining Kansas City Powers portion or 
final mine closing costs, Kansas City Power would receive a credit for certain land values against the other final 
termination costs. The amount Kansas Clly Power would pay for final mine closing costs was not capped under 
the Rogers County Agreement. . 

Further, the Rogers County Agreement gave Kansas City Power the right to terminate the agreement before 
December 31, 1996 If the price for Rogers County coal exceeded ["51 the delivered price for the same amount of 
coal from another source. Due lo the rapid rise In ccsls under the Rogers County Agreement, Kansas City Power 
authorized a study to review the coal market and to determine whether ccnditions warranted termination of the 
Rogers County Agreement. The study found sufficient evidence to justify termination, and on July 2, 1984, Kansas 

2 Id. al p. 63,313. 

3 54 Fed. Reg. 12.675 /19891. 

4 Neither Kansas Clly Power nor trial staff dispute Iha underlying facts reclled here. They derive from Kansas City Powers 
Memorandum of Facts Rolled On at 2-8, and from trial staffs lnllial Memorandum of Facts and Arguments at 1-6. 

5 Article 10 of the Rogers County Agreement provides as follows: 

Mine Closing. Upon termination of this Agreement, if Seller elects In wriling, delivered lo Buyer within four (4) months 
thereafter, to close Iha Rogers County Mine and thereafter Seller does so, then Buyer shall pay to Seller an amount. .. [for mine 
closing costs calculated as defined in 

Articles 10.01(a) and (b)l. 

6 Article 7 of the Rogers County Agreement provides, In relevant part, that: 

... Buyer shall In no event be requfred to pay ... reserves for mine closing costs . . . In excess of aclua/ cost, except as 
approved by Buyer, even if Included In Sellers Total Mine Costs as reflected on Sailer's Mine OpeigtlJlleai\'!B''l';\W-S-3 
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City Power pelllloned the state court tor a declaration of its right to terminate the Rogers County Agreement. 
Without awaiting the court's ruling, l<ansas City Power exercised its right to terminate on August 31, 1984, effective 
as ofDecember 31, 1984. 7 

Peabody contested l<ansas City Powe~s exercise of its right lo terminate the Rogers County Agreement. In an 
effort to resolve the ["61 oulslanding issues between them, the parties engaged In comprehensive negotiations. 
On February 14, 1985, l<ansas Clly Power and Peabody signed a settlement agreement which recognized l<ansas 
City Powe~s termination of the Rogers County Agreement and set a $9.6 million maximum ['61896) limit on 
l<ansas City Power's contractual obligation lo pay for final reclamation, mine closing and related costs. Also, 
l<ansas City Power agreed to dismiss Its lawsuit and to relieve Peabody of the requirement under Article 10 of the 
Rogers County Agreement that II close the Rogers County Mine before being entitled to mine closing costs. By 
April 1989, l<ansas City Power paid $9.2 million under the terms of the negotiated settlement. 

As Peabody incurred costs covered by the settlement agreement, II billed them to Kansas City Power. Kansas Clly 
Power paid the Invoices, recorded the amounts In Account 151, Fuel stock, 8 and allocated those costs between 
the current coal Inventories at Its Hawthorn and Montrose stations, which had burned the Rogers County coal. As 
coal was burned al the stations, Kansas City Power charged lhe final reclamation, mine closing and related costs 
paid to Peabody ["7] under the selllemenl to Account 501, Fuel expense, and collected those amounts through 
Its fuel clause. 

Audit staff determined that both l<ansas City Power's accounting treatment and means of recovering costs paid 
under the setllement were inappropriate. 9 According to audit staff, the term "Invoice price of fuel, " as used In the 
Instructions to Account 151, refers to charges related to "fuel delivered and on hand." Audit staff determined that 
the costs ["81 paid by Kansas City Power to terminate the coal contract did not relate to fuel delivered and on 
hand. In addition, audit staff determined that, contrary to the accrual method of accounting, Kansas City Power 

) 

did not properly renect the settlement liability on its books when the liability became known and could reasonably ) 
be estimated. 10 Audi! staff determined that the costs "were known and capable of a reasonable estimation" not , 
later than February 14, 1985, the dale l<ansas City Power and Peabody signed Iha settlement agreement. 
Accordingly, audit staff recommended that Kansas City Power revise Its accounting practices and records to 
charge the settlement costs to the appropriate expense account or to Account 186, Miscellaneous deferred debits, 
11 If rate recovery Is probable, and to use the accrual method of accounting. Further, audit staff recommended that 
Kansas City Power exclude the selllement costs when calculating Its wholesale fuel clause bills and refund, with 
interest, all amounts collected through the fuel clause. 12 

["9) 

Ill. Positions of the Parties 

7 l<ansas City Power substituted lower-cost, low-sulfur Wyoming coal for tho terminated Rogers County coal. l(ansas City 
Power estimates the present value (as of 1989) of the coal and transportation savings II will achieve from 1985 through 1996 
(when the Rogers County Agreement was originally scheduled to terminate) at $139.4 million. Kansas City Power states that its 
actual savings from 1985 through 1988 were $46 million. 

• Account 151 provides: 

This account shall include the book cost of fuel on hand. 

9 46 at p. 63,314. 

to Under the accrual method, ulllllies must record "all known transactions of appreciable amounts.• 18 C.F.R. Part 101, Goneral 
Instruction No. 11. A (1989). If bills have not been rendered, then the utility must estimate the liability. 

11 18 C.F.R. Part 101, Account 186 (1989). Account 186 ls an account in which miscellaneous charges that are not specifically 
provided for in other accounts are classified, including amounts for which Iha final accounting is uncertain. 

12 46 at p. 63,314. 
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J A. Kansas Clly Power 

', 
I 

Kansas City Power argues that It properly recorded the costs at Issue In Account 151 and properly recovered 
them through the fuel adjustment clause. Kansas Cily ['61897] Power claims Iha! Its accounllng Is correct 
because: (1) the Rogers Counly Agreement required Kansas City Power to pay the final reclamallon, mine closing 
and related costs as part of the price of coal; (2) the costs were actual and not accrued; (3) federal law required 
Peabody to Incur Iha costs; and (4) the costs dlreclly related to the total cost of coal currently being burned at Iha 
Hawthorn and Montrose stations. For these reasons, Kansas City Power asserts that the costs constitute "other 
expenses directly assignable lo lhe cost of fuel," as Account 151 requires. 

In support of lls position, Kansas Clly Power clles Kansas Municipal & Cooperative Electric Systems ( Kansas 
Municipal), 16 FERG P61.227. ["10) reh denied, 17 FERG P61.141 (1981). There, the Commission held Iha! a coal 
supplier's land reclamation expenses consliluled a cost direclly assignable to the cost of coal. 13 

Kansas City Power Interprets Kansas Municipal to mean that a ulllily may recover through Its fuel clause 
reclamation costs Included In Iha price of coal, whether or not the reclamation costs directly related to the coal 
being delivered. Kansas City Power asserts that although Kansas Municipal holds that " ... insofar as the coal 
supplier actually collects such charge ["11) as a component of Ille unit cost of fuel, the reclamallon costs, In turn, 
, .. qualify [for fuel clause Inclusion]," Kansas Municipal does not stale or Imply that actual reclamation costs. 
incurred and billed after Iha coal Is delivered, cannot be recorded In Account 151. 

In addlllon, Kansas City Power disputes audit staff's suggestion that the costs charged under the setllement 
agreement did not relate to the quanllly of fuel delivered and on hand, and Instead represent unpaid llabllllles 
assignable lo coal delivered in prior periods, a lump sum financial setllemenl of Indistinct contractual disputes, or 
both. Kansas City Power asserts lhal the Rogers County Agreement would have required ii to pay such amounts 
whether It terminated the agreement or not, and all that the selllement achieved was to cap, based on reasonable 
projections, Kansas City Power's preexisting obligation lo pay those same costs. 

Next, Kansas City Power challenges trial stairs underlying argument that the company could not properly book the 
costs at issue lo Account 151 without assigning the costs lo current deliveries of coal. Kansas City Power claims It 
had a continuing contractual obligation to compensate ["12) Peabody for Iha costs and that Iha costs are, wllhout 
question, directly assignable to the cost of fuel Kansas City Power obtained under the contract. 

Further, Kansas City Power argues that the costs did not represent addilional amounts paid to escape fulure llablllly 
under the Rogers County Agreement. Accordingly, Kansas City Power claims that the costs al Issue should not ,be 
considered buy-out costs, and lhal the Commission's decision In Kentucky Ull/itles Company el al. (Kentucky 
Utilities). 45 FERG P61,409 (1988). should not govern this case. Allernatlyely, Kansas City Power argues that If the 
Commission deems the costs at Issue lo be buy-out costs governed by Kentucky Utilities, then the Commission 
should grant Kansas City Power a relroaclive waiver of the Commission's fuef clause regulation lo condone 
past fuel clause recoveries of these items, since, according to the company, the ['61898) savings II claims to 
have, achieved by terminating and replacing the Rogers County Agreement satisfy Kentucky Ullllties' ongoing 
benefits test. , 

Also, Kansas Cily Power challenges trial staff's position that It must use the accrual method to record the costs at 
Issue. ["13) Kansas Cily Power claims that substanllal errors result from estimating these types of costs. Finally, 
Kansas City Power argues that even If the Commission decides that the costs al Issue cannot be recovered 
through the fuel clause, the Commission should not order refunds; given the savings Kansas Clly Power's 
customers allegedly realized from the coal contract's termination. 

13 16 at p. 61,488. We note that the Commission also held that, lo be eligible for fuel clause treatment, the coal supplier must 
collecl such costs as a component of Iha unit cos! of fuel. In addition, the Commission held !hat where such costs are 
estimated, rather than actual, the ulillly must file tl10 eslimaled charges wllh the Commission, supported by appropriate cos! 
data, together with a provision lo adjust for differences between estimated and actual costs, before Iha Commission will 
consider waiving Its fuo/ clause requ/at/011 lo perm ii lhe ulilily lo collect such estimated costs lhg>~fleilft\1& f.!M-'S-3 

Tlmolhy1 Opitz 4/7 



Page 5 of 7 
51 F.E.R.C. P61,285, '61898; 1990 FERG LEXIS 1272, .. 13 

B. Commission Trial Staff 

Trial staff argues that the costs at issue are not properly recorded in Account 151, and cannot be collected 
through the fuel adjustment clause. 

Trial slaff asserts that Kansas Clly Power should have sought Commission approval of Its recovery methodology 
before implementing It. Central 11//nols Public Service Company, Opinion No. 309. 44 FERG P61, 191. alp. 61,689, 
n. 15 (1988), modified on other grounds, Opinion No. 309-A, 47 FERG P61.043. reh'g denied, Opinion No. 309-B, 
48 FERG P61,008 (1989), appeal pending, Nos. 89-1810 et al. (7th Cir. Aug. 1, 1989). Indeed, trial staff contends 
that Kansas City Power knew It should have sought prior approval, since It sough! and received authorization from 
the Kansas Corporation Commission to recover [ .. 14] these costs through the Kansas energy adjustment clause, 
and the Missouri Public Service Commission authorized It to defer the costs In Account 186 and amortize the 
amounts to Account 151. 

In addition, trial staff challenges Kansas City Power's reliance on Kansas Municipal. Trial staff argues that Kansas 
City Power was not billed, did not pay and did not accrue the cosls at issue as a component of the unit cost of fuel. 
Thus, trial staff claims that Kansas Municipal provides no authority to record these costs In Account 151. 

Further, trial staff argues that if Kansas City Power had properly accrued the costs at issue, the company could 
have recorded them In Account 151 and recovered them through the fuel clause. However, trtal staff points out 
that although Kansas Cily Power received no coal under the Rogers County Agreement after December 31, 1984, 
It did not record the costs in Account 151 until after the February 14, 1985 selllement date. Trial staff asserts that 
Kansas City Power should have estimated and recorded the costs when the coal was delivered. Since Kansas 
City Power did not do so, trial staff construes the costs as relating to previous deliveries of coal that [ .. 15] already 
had been removed from inventory, rather than as costs directly assignable to the cost of fuel on hand. 
Accordingly, trial staff concludes that Kansas City Power should not have Included the costs in Account 151 or 
passed them through Its fuel clause. 

Finally, trial staff challenges the retroactive fuel clause waiver which Kansas City Power alternatively seeks, 
should the Commission, contrary to Kansas City Power's own position, deem the costs to be buy-out costs. 
According to trial staff, the Commission's audit report did not examine the impact of Kansas City Power's decision 
to switch coal suppUers, and the net ffect of that decision can only be determined in a comprehensive rate 
proceeding, which this Is not. Accordingly, trial staff argues that no determlnallon can be made that the amounts at 
Issue are buy-out costs which provided Kansas City Power's ratepayers an ongoing benefit. Therefore, according 
to trial staff, no basis exists to grant Kansas City Power's requested waiver or to excuse the company's refund 
obligation. ['61899] · 

IV. Discussion 

At Issue here Is whether Kansas Cily Power properly Included the Rogers County coal reclamation, mine 
closlng ["16] and related costs In Account 151 and collected them through lls fuel clause. 

The purpose of a fuel adjustment clause is to keep atllllles. whole with regard to changes In the cost of fuel. 14 It 
allows ulililles to pass through to their ratepayers increases or decreases In the cost of fuel without having to make 
separate rate filings which reflect each change In fuel cost, and without having to obtain prior Commission review 
of each change In fuel cost. 15 To recover fuel costs through the fuel clause, the Commission's fuel clause 
regulation requires that the fuel costs: 

14 Missouri Pub/le Sorvice Comoanv, Opinion No. 327. 48 FERG P61,011 !1989). 

15 Fuel Adjustmenl Clauses In Wholesale Rate Schedules 52 FPC 1304. 1305-06 (1974); see also Public Seivlce Company of 
New Hampshire v. FERG, 600 F.2d 944, 952 (D.C. Cir.), cert. denied. 444 U.S. 990 £19791. Schedule LM-S-3 
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(1) reflect the cost of fuel consumed; and (2) Include no items other than those listed in Account 151, unless the 
Commission grants a waiver of Its regulation. 18 C.F.R. § 35.14 (1989). For the following reasons, we find that 
Kansas City Power Improperly included the costs al issue in Account 151, and Incorrectly recovered them through 
lhe fuel clause. 

["17] 

To determine the proper accounting and rate recovery for the costs at Issue here, we rely on Kansas Municipal. 
There, the Commission held that a coal s4ppller's land reclamation expenses were direclly assignable to Iha cost 
of coal, and were eligible for fuel clause treatment if collected by the coal supplier as a component of the unit cost 
of fuel. 16 In addition, the Commission held that where such costs are esllmaled, the utlllly must file the estimated 
charges with lhe Commission, supported by appropriate cost data, together with a provision to adjust for differences 
between estimated and actual costs, before the Commission will permit the ulility to collect such estimated costs 
through Its fuel clause. 16. at p. 61,488. 

In this case, Kansas City Power lmproperly"iricluded the costs In Account 151 when paid because the costs were 
not a component of the fuel in Inventory, but were, Instead, associated with fuel burned In a prior period, I.e., 
long before Kansas City Power recorded ["18] the costs. Account 151 requires that costs booked represent the 
"cost of fuel on hand." 18 C.F.R. Part 101, Account 151 (1989). The final reclamatlon, mine closing and related 
costs at Issue here are all costs which may be lncludable In Account 151 as costs directly assignable to the cost of 
fuel, but they are properly Included In Account 151 and recovered through the fuel clause only when Included In 
the unit cost of fuel, matched with the fuel In Inventory (i.e., the cost of fuel on hand), and recorded as coal Is 
delivered. Contrary to these requirements, however, Kansas City Power Included Iha costs In Account 151 long 
after the Juel to which they related was burned. As a result, Kansas City Power Improperly shined to [ulure 
ratepayers the fuel costs used to generate electricity In prior periods. 

In administering Its fuel clause rogulat/on, the Commission Is responsible for ensuring that current ratepayers 
are charged the cost of providing current service, not the cost of providing service In prior periods. For this reason, 
In Florida Power Corporal/on. 11 FERG P61.083, at p. 61.120 (1980). the Commission determined that fuel costs In 
the current period do not ["19) Include estimated future disposal costs for fuel burned In past periods. Likewise, 
we determine here that Kansas City Power's fuel ['61900) costs in lhe current period cannot properly Include actual 
reclamallon and related costs associated with fuel burned in past periods. Kansas City Power should have added 
estimates of these costs to the purchase price of lhe associated coal as II was received in inventory. 17 Had 
Kansas City Power estimated these costs and filed the estimates with the Commission, with appropriate cost 
support, together with a provision to adjust for differences between estimated and actual costs, before collecllng 
them through Its fuel clause, as Kansas Municipal requires, 18 waiver of the fuel clause regulat/011 would have 
been appropriate and, if granted, no corrective action would be required here. However, since l<ansas City Power 
did not do so, It did not comply with Kansas Municipal or the Commission's fuel clause regulation, and corrective 
action Is required. 

["20) 

In sum, we find that because Kansas City Power recorded these costs in Account 151 when Peabody billed them 
(after the February 14, 1985 settlement) , rather than when lhe associated coal was delivered and included In 
Inventory, these costs were not part of the current cost of fuel In Inventory, and were not properly flowed through 
the fuel clause. 

16 As the Commission noted, such costs are added directly to the cost of purchased fuel and can be added to the original 
Invoice prlce of coal. 16 alp. 61,489. n. 6. 

17 We Interpret our Uniform System of Accounts lo requlrn ulilllles lo accrue esllmaled costs associated wilh current coal 
purchases when such costs are not Included In the invoice price bul arc part of lhe ulllmale cos! of coal under the contract. see 
18 C.F.R. Part 101, General lns~uctlon No. 11. A (1989). 

16 16 at pp. 61,488, 61,489, n. 6. 
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For all of these reasons, we will require Kansas City Power lo refund, with Interest, all final land reclamallon, mine 
closing and related costs improperly recorded in Account 151 and flowed through Kansas City Power's wholesale 
fuel adjuslmenl clause. 

Furthermore, neither party contends that the costs are In fact buy-out costs. 19 Moreover, the record contains no 
showing or ongoing benems, as defined In Kentucky Utilities Company et al., 15 FERG P61,409 (1988/, 20 that must 
be shown If these costs were to be allowed fuel clause recovery as buy-out costs; there are no data concerning 
the buy-out amortl.zallon period, the treatment of Income tax benefits, carrying charges or deferrals, or the means 
of verifying the benefits, on a timely and periodic basis. Id. at pp. ["21] 62,292-93. 

Finally, Kansas City Power contends that the savings It claims to have achieved by terminating the Rogers County 
Agreement (see note 7, supra) should excuse any refund obligation the Commission might attach to the way In 
which the company accounted for Its coal reclamation, mine closing and related costs. However, the 
Commission's express policy Is to deny retroacllve waiver and, In particular, lo deny retroacllve waiver where the 
purpose of th~ wal.ver Is to .avoid refunds J"22] for fuel clause violations. 21 There is no reason not to follow that 
policy here. Accordingly, we will deny waiver and order refunds. 

['61901] 

The Commission orders: 

(A) Kansas City Power's request for a retroactive waiver of the fuel clause regulation Is hereby denied. 

(B) Within 45 days of the date of this Opinion, Kansas City Power shall refund to its wholesale customers, wilh 
Interest determined in accordance with 18 C.F.R. § 35.19a (1989), the revenues It Improperly collected through Its 
fuel adjustment clause. Within ["23] 15 days thereafter, the Company shall file a refund report with the 
Commission detalllng lhe refunds paid. However, If a request for rehearing Is pending, the refunds and refund 
report shall be made 15 and 30 days, respecllvely, after the Commission disposes or the request for rehearing. 

End of Document 

" Kansas City Power states that the Rogers County Agreement required the company to pay the final reclamation, mine 
closing and related costs as part of the p1ice of coal. As a result, Kansas City Powel claims It would be required to pay those 
costs whether or not the company terminated the Rogers County Agreement and Peabody closed the mine. Therefore, 
according to Kansas City Power, the costs cannot be conslrued as "buy-out costs.• 

20 See also Wisconsin Public SeNice Corporation, 50 FERG P61,3B7, at pp. 62,205-06119901, roh'g pending; DelmaNa Power 
. & Light Company, 49 FERG P61.016, at p.61,06011989), reh'g dismissed, 51 FERG P61,070 /1990/. 

21 Montaup Electric Campany et al., Opinion No. 343, 50 FERG P61, 149. at p. 61A46 (1990/: Louisiana Power & Ughl 
Companv. 49 FERG P61.060, at o. 61,240 11989), reh'g pending; Indianapolis Power & Light Company, Opinion No. 328, 48 

) 

FERG P61,040, al op. 61,200,01 /1989): Cenlral fllinois Public SeNice Company, Opinion No. 309-A, 47 FERG P61,043, at p. ) 
!lL.12!1 reh"g denied. Opinion No, 309-B, 48 FERG P61,00811989), appeal pending, No. 89-1810 et al. (7th Cit. Aug. 1, 1989); i 

Minnesota Power& l.ight Company, 45 FERG P61,369, at p. 62,158 /1988/. Schedule LM-S-3 
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