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TRUE-UP DIRECT TESTIMONY 

OF 

V. WILLIAM HARRIS, CPA, CIA 

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

CASE NO. ER-2012-0175 

Please state your name and business address. 

V. William Harris, Fletcher Daniels State Office Building, Room G8, 

91 615 East 13"' Street, Kansas City, Missouri 64106. 

10 Q. Are you the same V. William Harris that filed direct, rebuttal and surrebuttal 

II I testimony in this case? 

12 A. Yes. filed testimony in Staff's Cost of Service Report (COS) dated 

13 I August 9, 2012, rebuttal testimony dated September 12, 2012 and surrebuttal testimony dated 

141 October 10, 2012. I also filed testimony in Staff's COS dated August 2, 2012, rebuttal 

15 I testimony dated September 5, 2012 and surrebuttal testimony dated October 8, 2012 in 

161 Kansas City Power & Light Company (KCPL) Case No. ER-2012-0174. 

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

18 A. The purpose of my True-Up Direct Testimony is to present Staff's true-up 

19 I position on the issue of off-system sales margin (OSS or margin). 

20 I EXECUTIVE SUMMARY 

21 Q. Please summarize your True-Up Direct Testimony. 

22 A. Unlike any other Missouri jurisdictional electric utility, GMO is consistently 

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

24 I model to normalize OSS. The model simulates OSS based on the same assumptions used to 
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normalize fuel and purchased power costs. The model generates a positive OSS margin 

2 i because it cannot generate a negative margin like the ones recorded on the Company's books. 

3 I If a sale resulted in a negative margin, the model simply would not make the sale. In reality, 

4 i GMO makes the sale anyway because, as I will demonstrate later in this testimony, KCPL 

5 I (acting as GMO's "agent") has the opportunity to realize retail profit margin on purchases it 

6 I makes for GMO while passing the cost of the purchases on to GMO. When GMO sells the 

7 i excess power it doesn't need for system load, often at a loss, it can pass the negative margin 

8 I on through its fuel adjustment clause (FAC). 

9 I Since the REAL TIME Model Staff used does not simulate OSS, Staff accepted the 

I 0 I modest (but positive) margins generated by the MIDAS model in filing its direct case. The 

l I I assumptions GMO has input in the MIDAS model for the true-up case have resulted in a 

12 I much smaller margin that is now closer to being negative than it is to being at the level filed 

13 I by GMO in its direct case. Staff has decided to stay at the direct case level, which is very 

14 I comparable to the margin level of the Missouri electric utility most similar to GMO 

15 l (The Empire District Electric Company), rather than accept the near-negative margin level 

16 I GMO is now requesting. 

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

18 A. Yes. OSS margin was one of the items identified for true-up. In my direct 

19l testimony I stated "Staff will continue to monitor GMO's off-system data as it becomes 

20 I available during the true-up period ending August 31,2012. At the end of the true-up period, 

21 ~ Staff may propose other appropriate adjustments as necessary." Staff has continued to 

22 i monitor OSS data throughout the true-up period. Staff reviewed the true-up levels from the 

Page2 



I 

2 

3 

4 

5 

6 

7 

0 
·u 

9 

Jv 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

True-Up Direct Testimony of 
V. William Harris 

MIDAS model supplied by GMO and found those levels were inappropriate. Therefore, Staff 

continues to support the level ofOSS margin in Staffs direct filing. 

KCPI:'S :R.Jl:I.,UJONSIJIP 't'f'ITII t'iMO 

Q. If the MiDAS model GUO uses to normalize O.SS retleets a positive (albeic 

small) level of ffiargin7 why is GMO esAii~tefttly teeotding negabve OSS margins on its 

A. Staff eontiAnes to search for exphtruttiens of why dMO cunsistChd) reeer.ds 

,_ •r_ ''- Ly . ,. vu I<> UVV!I.>. ~ "~ <V j' 

clatmmg me margms are anven by sales made from purchasea power ratner than 

~·u ... u, ~,.:,~ 1\.\A"L also makes similar sales the effect is not as "apparent on ·~~· }s 

overall margm due to the large volume of 0~~ tlmt :1\:Cl'L makes.~ 

Staff PifwtiG the "l'utelrased powet Srivea'~ MgH:meet iR Ele91rQABttatifl! iR sturebotml 

testimony that the percentage of OSS from purchases has actually decreaq:r,l sisnificantly 

Since tfie profitable Aquila years due largely IB th; increased generatjon available ti'om 

tatali .,., atllo:ug other things. ~tat+ abo noteS that The Elnpite Bisttict Electnc Cotr&paJI)' 

:t: 
tv cons! ""!''" ;,.,.,e ' mv>t _ _, 

~siti te OS£ atatgitts. 

In the evidentiary bearing on October 26, 2012, GMO counsel SMggesteEI that Ernpire 

• ,!-, 
o• simHar because it is somewhat smaller than GMO in terms 01 

and gencaatittg eapacit). He·,...,eyet, these difRSrences do not explain "''f'iY 6'Ptt0 coHsisrentl;' 

Ir 'reeBreie Rigative H-~argiHs nhHe EfNpite Qges net. Tke &let ~at Qrnpite iS smailet than GM1 

in terms of capacity aetuall; ttREiercuts GMO~s explanatton that lis consistenifY negath 

titmgitrs ate dhvbit b; pHrehascd pu;v$. 

Page 3 



I 

True-Up Direct Testimony of 
V. William Harris 

~ .generating capa£it~ ilitty be Oile of-the reasons that a sjwi£ieaRt a.Q48\ittt of 

2 I ~'s OSS alse eemes fmm pun:lrased power, Just hke UMO. Yet;'while GMO MSCrls 

3 I tlmt its rel~e OA F'tehased -"f:lOWet J'f68Hees He~stive margtns, Empire shll C6htlhUCS tt> 

4 I eeRsbtcntly experience profitable OSS In splfe of us reliance on purtha-setl power. 

5 I As I rnenuoned In fuy rebuttal testimonY when piUVidhrg a tlst ofshniladdes (sueft..aB 

61 ~embership and implementatiOn of an FAt m 266'1), perhaps the most appaJ:Olllt 

71 ~iticteliCt!! bctneeH Mie E'He companie5 is GNlO s reiaftonshtp With KCPb . 

8 ..... 
..Q-. Plea3c explam. 

9 *· Whcfl Great Plains Energy (GPE) acquired the Aquila prcperty ill :lOOS; Aqaifa 

10 I (now GMel} and KCPb l!eeame affiliated companies. AguilaJGMO has a EAC KC~ 

1 1 I '1't9L. GPE is concerned wjth Q.laxiMiziRS pFQfifs ftJt Bath KCPI, apd GMO as a whole \\qum 

12 I K'CPL~ aetiag a& Q~40's ••agent/' purchases power on the 6f!SR market apd makes sales t(L 

13 1-€~40 at rJiatket tates, it has t.Ae efreFtHRi~ to ptofit fiUm the UaJisacdOri Wh1le G~fO is tnatle 

14 I ~-h~o~l.-e_,b_y_re_co_v_e_n~·n_g_an_y_r-e""la-lettloss tbl'lll#!;ft its FAC. 

I 5 I Actjng as GMO's agent, Jc;.CPL has the opportunity to pmchase pe';ICt fot btl!J:! flll1'll!S: 

161 ~~~L then has t~e further oppGFt:ttnit) to keep cite' prhtte'~ J'iecc of lite J'8~et &ltd pass tl'fe 

17 I less destrable pan on to GMO, who In tum rernains at1bauned through fl'rC tccovery. 

18 I Overall, ClPE has che opportunity to teali~e aRe' profit -

A. Acting as GMO s agent, KCPL purchases more blocks of purchased power · 

~- Can' eH tnevi6:e aa cxaliiple? 19 

I 
20 

21 I than is needed Par tetail (nath e let1d) customerS~ 1 fits ts done to get a better pr1ce lbr tfte 

22 I larger block of power While tke retail custonaers benefit fiont these ttansactions heeattse of 

23 I the eeeHsfRi9 pwFehase, paFt ef tile fJSV;CI pOI chased Is trot needed by the tetail ettstonret and 
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~ at times !It !Os!le!>, bee~ the OSS transactions som~ss occuF QI!Pillg AQIJ peak: 

' 

financial booKs Of GP.10. 'Httse negathre wa;giAs for Oi:~ are passsd through the fuel claus~ 

·Q ' Qt'5cs I<:CPL sell GfYIO the larger bloela gfftovvu? 

A Ves k''I'J:tb5 ai v ·an tts ethu utili~ic~, sells these l~er Bleelc::t of power ro 

OMO. GUO uses the power to SUIJPI;y native load to its retail customers GMQ theA BillS 

the excess powct, Het RttetieEI IDr retail, Oil the OSS anftf4tet during times ofnon-peak...bottfs. 

~fl'" ~ICM 

. Q. \lJh:; Sees Staff assert that Empire is the Missouri electric utjlity most sifflllar 

te Gl\10? 

..._ A KCPL and Ameren Missoarj at:a JAI.IQR latgcr thaR 0~48 in viHYally e~e1y 

\Viy;-- It is tllhcast1Iiable LO suggeSt fliat the tCUUSiAiBg ~fi:uomi electtie utilit) (Enrpire) fs 

'!1ear'y jdentjcal to GMO, but there are certain significar:tt5 "')evant sjmilaritias that afe"" 

irrusuatcd in rhe lltble below: 

h. Cltvfr. ....... p1re Difference over 

?I~QMW '~0"> > HU 0''9/.\_ 
\' .. J ,- -' 

% of aenemtkm from .coal- 00 < 10 {9_74%) (20.19%1 
tired base-load unlts 

"' " _ .. 11 <'>fl A 1 < ~OH~U '7<0/_). ,. ' - "' \· . ., 
"'"'~n 7A'> 11'17 .. ~,., ""'~ llC">' £?{\ 000/' 

' ' ' .. 1"'"'-'-'• ' 
"~" <,;;, 1111nr.11 ** .. '" "'~ ** *" "* 'l'Tk,l 

Margin@ 3131/2012 ** ** $1,016,228 ~* 

St ' ** ** 'tl 011i??l! ** * 

NP 
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AS: the table above Hlustiates, Entpite is approxinrately 96-35 reFSttA* smaJler thap. 

2 GMO in te~s of _generating capacity, MWH sold and operating revenue. )let BHlf!ire 

3 e~~<f!i!FiiiiQiS sif!llitiQantJy higher levels of OSS and OSS margin. In addition. the table sho~. 

4 tbat iA File No FR-2012-0345, Empire requested Q test year level ef OSS IItatgia that Us 

5 *..!_~=--*:*~swm!!Ja~!J!!e<Jr:..t!lhgau:nL.!!thl!e<J:O~S5;S5...Jmnaa"lrS~'IIP...;SS.t~at.t:t:J'I'--tis:rr•-eect1orn•mHmnmre;!ll'!lidli•iingg'fRoifr'<GGTiMil'Oo-iim11th!T!tssrc~a~s!e';t, · 

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

9 A. Yes it does. 

NP 
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ss. 

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

Subscribed and sworn to before me this ~-2 /it day ofNovember, 2012. 

0. SUZIE MANKIN 
Not!rY NJIIc • Nctary Seal 

Stale of Mlssollll 
Commisslornldlnr Cole COII!Uy 

My Commissioo El<pires: OBmDI! 08, 2012 
Commission Nurnbsr. 084121l71 

~Jk.k-~ 
'NOt Public 




