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1

	

Q:

	

Areyou the same Michael Cline who submitted Direct and Rebuttal Testimony in

2

	

this proceeding?

3

	

A:

	

Yes, I am .

TRUE-UP DIRECT TESTIMONY

OF

MICHAEL W. CLINE

Case No. ER-2007-0291

4

	

Q:

	

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

5

	

A:

	

In mytestimony, I will provide updates of the capital structure and amount of Additional

6

	

Amortizations that the Company is requesting in this proceeding

7

	

Q:

	

Please update the Company's requested capital structure and overall rate of return .

8

	

A:

	

The following table identifies the Company's requested capital structure components and

9

	

the resulting overall rate of return :

10
11
12
13
14
15

16

	

Q:

	

What is the basis for the Company's requested capital structure and overall rate of

17 return?

18

	

A:

	

The requested capital structure and cost rates for debt and preferred stock are calculated

19

	

from Great Plains Energy's actual capital structure at September 30, 2007 . The requested

Requested
Capital Components

Capital Structure
Ratio Cost Weighted Cost

Debt 40.93% 5.93% 2.43%
Preferred Stock 1 .45% 4.29% 0 .06%
Common Equity 57.62% 11 .25% 6.48%
TOTAL 100.00% 8 .97%



return on equity is the recommendation contained in the Direct Testimony of KCPL

2

	

witness Dr. Samuel C . Hadaway. These data are contained in Schedule MWC-8.

3

	

Q:

	

Howdoes this capital structure vary from the original request filed by the Company

4

	

in this proceeding?

5

	

A:

	

The Company's initial capital structure request, contained in Dr. Hadaway's Direct

6

	

Testimony, was based on Great Plains Energy's projected capital structure at September

7

	

30, 2007.

8

	

Requested Capital Structure
9

	

Capital Components

	

Ratio

	

Cost

	

Weighted Cost
10 Debt

	

45.24% 6.09%

	

2.76%
11

	

Preferred Stock

	

1.33%

	

4.29%

	

0.06%
12

	

Common Equity

	

53.43%

	

11.25%

	

6.01%
13 TOTAL 100.00%

	

8.83%

14

	

The Company's actual capital structure as of September 30, 2007 reflected a lower long

15

	

term debt component and a higher equity component than the projected levels initially

16

	

reflected by Dr. Hadaway.

17

	

Q:

	

What accounts for this difference?

18

	

A:

	

The principal difference is that the initially projected long-term debt component as of

19

	

September 30, 2007 reflected an issuance of**-**ofnew long-term debt by

20

	

KCPL in September 2007. That offering was not completed .

21

	

Q:

	

Whatare the Company's current plans with respect to that offering?

22

	

A:

	

The Company has, to date, not completed this offering but still plans to do so when

23

	

market conditions are amenable . As described in my Rebuttal Testimony in this

24

	

proceeding, rather than issuing long-term debt at KCPL as reflected in Dr . Hadaway's

25

	

Schedule SCH-2, page 7, the Company now plans to issue hybrid debt at Great Plains



1

	

Energy, with the entire amount of net proceeds contributed to KCPL as capital .

	

The

2

	

amount is expected to be increased from **-** to **-**.

3

	

Q:

	

Does the Company have a specific target date by which it plans to complete the

4

	

hybrid offering?

5

	

A:

	

Great Plains Energy is hopeful to be able to complete the offering**~

6

	

-**; however, such a target is, at best, uncertain in the current environment.

	

Since

7

	

June 2007, global credit markets have been highly volatile and accessing the market on

8

	

attractive terms has been difficult for prospective borrowers . As such, while the offering

9

	

remains part of Great Plains Energy's financing plans, there can be no assurance that the

10

	

Company will complete its offering by any particular date .

11

	

Q:

	

Does the updated capital structure impact the amount of Additional Amortizations

12

	

for which KCPL is filing in this rate case?

13

	

A:

	

Yes. Based on the updated capital structure, and a number of other adjustments to the

14

	

components of KCPL's case from the initial filing in January 2007, KCPL now estimates

15

	

that Additional Amortizations in the amount of $14,155,968 above the $21 .7 million

16

	

granted in Case No. ER-2006-0314 is needed in this proceeding . Schedule MWC-9

17

	

contains the supporting calculations for this amount.

18

	

Q:

	

Are there any changes to the methodology used by KCPL in calculating the amount

19

	

of the Additional Amortizations requested in the current proceeding?

20

	

A:

	

Yes. Line 27b in Schedule MWC-9 has been added to reduce Funds from Operations by

21

	

the after-tax impact of short-term interest payments . Additionally, Line 38 in Schedule

22

	

MWC-9 has been adjusted to calculate short-term debt interest based on the weighted

23

	

average rate for the short-term debt balances shown on Line 37 .



1

	

Q:

	

Why was this change in methodology necessary?

2

	

A:

	

The calculation of Funds from Operations by Standard & Poor's is net of interest

3

	

payments on both short-term and long-term debt . Previously, in the calculation reflected,

4

	

in Schedule MWC-9, line 27 deducted only the long-term interest from the Operating

5

	

Income shown on line 26 . Consequently, the short-term interest needed to also be

6

	

deducted from Operating Income for purposes of this calculation. The income taxes

7

	

included on line 22 in the calculation of Operating Income include the tax impact of the

8

	

long-term interest only, so the short-term interest deduction shown on line 27b must be

9

	

made net of income taxes.

10 Q:

	

Would this change in methodology have changed the amount of Additional

11

	

Amortizations initially requested in the current proceeding?

12

	

A:

	

No. The calculation of the amount of Additional Amortizations in the initial filing did

13

	

not include a projected short-term debt balance or projected short-term interest so there

14

	

would have been no impact on the Funds from Operations calculation and thus no impact

15

	

onthe amount of Additional Amortizations at the time of the initial filing .

16

	

Q:

	

Does that conclude your testimony?

17

	

A:

	

Yes, it does .



In the Matter of the Application of Kansas City

	

)
Power & Light Company to Modify Its Tariff to

	

)

	

Case No. ER-2007-0291
Continue the Implementation of Its Regulatory Plan

	

)

STATE OFMISSOURI

	

)
ss

COUNTY OF JACKSON )

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OFMISSOURI

My commission expires :

AFFIDAVIT OF MICHAEL W. CLINE

Michael W. Cline, being first duly sworn on his oath, states :

1 .

	

Myname is Michael W. Cline . 1 work in Kansas City, Missouri, and I am

employed by Kansas City Power & Light Company as Treasurer.

2 .

	

Attached hereto and made a part hereof for all purposes is my True-Up Direct

Testimony on behalf of Kansas City Power & Light Company consisting of

(	~ ) pages, having been prepared in written form for introduction into evidence in the above-

captioned docket.

3 .

	

I have knowledge ofthe matters set forth therein . I hereby swear and affirm that

my answers contained in the attached testimony to the questions therein propounded, including

any attachments thereto, are true and accurate to the best of my knowledge, information and

belief.

Michael W. Cline

Subscribed and sworn before me this

	

day of November 2007 .

Notary Public

"NOTARY SEAL"
Nicole A. Weirry, Notary Public
Jackson County, State of Missouri
My Commission Expires 2/4/2011
Commission Number 07391200



REQUIRED WEIGHTED
RETURN

2.43%

0.06%

GREAT PLAINS ENERGY INCORPORATED
Capitalization

At September 30, 2007 (Est.)

($ in 000's)

Note 1 : Includes amounts classified as current liabilities .

Page 1 of 4

	

Schedule MWC-8

CAPITAL COMPONENT
Long-Term Debt (Note 1)

AMOUNT
1,103,699

PERCENT
40 .93%

RETURN
5.93%

Preferred Stock 39,000 1.45% 4.29%

Common Equity 1,530,176
Equity Adj . For All OCI (23, 351)

Adj. Common Equity 1,553,527 57.62% 11 .25%
$2,696,226 100.00%



SCHEDULE MWC-8, PAGES 2-4

THESE DOCUMENTS CONTAIN
HIGHLY CONFIDENTIAL

INFORMATION NOT AVAILABLE
TO THE PUBLIC



Schedule MW C-9

Missouri Jurisdictional Additional Amortization for 2007 Filing
Includes $21,679,061 Credit Ratio Amortization from ER-2006-0314

	

Total

	

JudsdimleneI

	

Jurisdictional

	

JudsdlcnonaI
One

	

Company

	

Allocation Mlustments Proforma

1 Additional net Across on KCPUsbalance sheet 22,105,884
2 Rate Base RevRe, Model Sch 1-055 (COL 604) NA 1,292,072,868
3 NO Assets supported by LTDitEquity 1,314,138,752
4 Jganadletlonsl Alloator forCapital Jursabtional Rate Base (COL 604) /Total Company Rate Base (COL 603) 52.71%
5
6 TotalCapSal Moo%%-031-1000 2,596,325,571 1,314,138,753 - 1,374,778,732
7 EmuaY MIsCb%-030"1000 1,553,526,970 57.62% 737,788,577 - 757,10a,tY7
8 PreRrred Misc% %-028- 1000 79,000,000 1.13% 79,008,577 19,006,677
8 a Debt Milt4028'1000 1.103,628,571 40.91% 537,9/2,038 517,942,038
10 Dealt of

D
ts% 5

.935
700.00% 5,935, 5,93%

17 Interest ExpenseExpense Late
9 -

LineLIm 70 65,/33,265 31,692.135 - 1168 ;175
73
13 Retail Sales Revenue ReoRepMede'SM7-4plus RevenueRequiremanl 0 644,27,727 14,165,968 66;391,891
14 Ome'Revenue RevRe,ModeISMI-014 plus RevenueRequirement 0 0
15 OperatingRevenue Rev R" Model $01-014 Ous Revenue Requirement 0 8/8,237,723 74155,968 662,393,691
18
17 Operating8Maintenance Expanses RevReq Model Sch 1-017 through 1-019 plus Revper, Bad Debt 349,560,fi90 79680,690
18 Depreciation Rev Per, Model SUI 1-020 73,388,512 73688,512
19 Amoriisafion Rev Red ModelSch1-021 26,908,519 14,735,968 41,062,07
20 Interest on Customer Deposits RevRNModel 6cn1-022(MO)or1-023(KS) 418,857 438,857
21 Taxis. Mr.,than In..dl.Ones RevR"MOdeISell t-024 plus Rev RegKCMOEarlTaxes 39,792.360 7,792,360
22 Finlandand! Sleta income taxes Rev Real Model SM 1-025 plus Rev Re, Income Texas 42,200,020 42,294,020
23 Garenon disaoshion of plant RevReqModel Srt,1-028 D
24 Total Electric Operating Expenses Sum ofWas 7710 23 0 572,380.958 114,155,1108 540,336 828
2$
26 ng wme RevR"MOdeiSM 1-029 0 111,656,765 0 115,856,761
27 less

less
SLoLong-ternterm

Una 11
- 1 31,89;775 ) - (7,7;17)

27b
hod

seshalermlnlerestExpensemtgltax
-W
War

nt
- (1-line ) (/,763,216) (4,767,212)

28 Depredation RevReqsellMdelSG,1-020Sell, 77,76612 73,382-512
29 Amotlizelion Rev pan, Model Sch-021 36,906,618 14,185,988 44,062.287
30 edTaxes Rev Model 9M 7-174(COL804) 7,49797/ 6,/88,369 8,988242
31

Funds
"in OpareOOns(FFO) Sum oI

of
WasWes2tD30 177976/70 8,867699 786,616768

32
33 Ne1Incomeo WLine 2B+ UrIe27 83,964,670 81,944,630
31
35

Re
n

Unad
purist
usted E,%, RRan.

33 1We 7
We

IIe Una 6 0.0%
67
.6%
,6%

17 .089%
57.6%

.
00%
0.0%

11 .7%
57.6%

Additional financial information needed forthe calculation of ratios

36 capitalized Lease obligation . KCPLTrialBaMnceacp62277W82431W 2,263,682 1,193.189 1,193,189
37 ShalDebt Belenne KCPLTill Balance acdsMlxxa 238,6/7,000 136,333,068 136,333,020
2 Shod-term Debt Interest KCPLaverageshorl-immdebt rare "We37 14370,Q3 7811886 7811886

Adjustments made by Rating Agencies for Off-Balance Sheet Obligations

39 DCNMI herr Off-Balance Stand Obliqatons
M OperatngLess . Debt Equivalent PresentValue aOparaatgLease ObIlMIOnsdiscounted a593% 86.869,567 45,678,110 15,678,110
41 PorclfasePpewDetsEquNakM Present Value dNrchesdPeiverOWgalionsdiscounted Q5,93% 20,171,391 10,632,360 70,632,360
42 Accounts Placental Sab KCPLTrial eelanceaccoun114211 10 .0001000 39,887060 36,897,059
43 TonIOBSDeMMiustmeM SumofWasQto42 776,530,953 93,207,789 - 97,207,769

N Depredation MNatment for Operating Leases 10,477,728 5,522,852 5,522,812

45 MeaalAd5uabCir1~L- O8-amamaSheetOfOaOns
44 PresentVaNa0OperallngLease. We40 -5.93% 7,137,657 2,700,067 - 2,708,061
47 Purchase PoeerNOEqulvalenl We41 "5,93% 1,72,00 70,444 - 630,644
48 Aruur2iReaiveblaSak Wro42 -5% 3600,oW 1644 3 7,00853
49 TotalOBS Interest AU atmem Sum of Unes"b46 9,87,321 3,787,259 5,183,29

Ratio Calculations

50 MjusteG Interest Expense War It . Line 30 . Una 49 90,087,219 41,227.280 - 44,887,280
51 A4pabWTeat Nbt Lines;-Una30-Lim37-Um43 4.651,440,205 768,878,063 - 786,676,083
5Y MNstadTotal Capsal Lore6+Una38*Line37+Line 43 3,133,%7,175 1,114,872,797 - 1,514,872,797
53
00 FPO mtamslCoverage (Was 31 a LOte 9J) / We SO 1.00 4.97 0,79 5.16
65 FFO*aaIs&AiarageTotalNO We 37elhe44IWe51 0.7% 27.8% 1.7% 2.05
66 Tool Debt bTotal Cap"[ Une 51 /Line 52 40.2% 49.8% 0.016 49 .8%

Changes required to meet ratio targets

57 FFOMideast CavmsgaTarga 170 380 0.0 770
58 FFOadjustmenttomeettarga (Um57-WeM) "WeW 25 ;244,32 (52,200,066) (8,667,899) (60,981,70.5)
59 Interest adjustment tomeet leget Una31 " (11(We57-1) -11(Line 54-1)) - 21,77;068 21,772,066
W
61 FFOase%of AverageTend Debt Tegel 255 25% O% 25%
62 FFO adjustment to most regal 01rs 81 "- We 53) War 51 374,122,283 7,887,699 18,667,689) (0)
63 NO adjustment tomeellarga Una31 " (IIUna61-1/We55) - (33,627,106) 33,627,310, 11 0
7
85 Total Debt to Total CalTarpet 51% 51% 0% 51%
66 Toot adjustment to mend

tarittel
gel Nile 0 "- We 58) Una 52 561513.0511 18,209,0/7 - 18,308,0/1

87 TOWW aMaO SMemlomaelta M We511We65-Um32 711,67,400) 137,644,797) 117,884,791

Amortization andRevenueneeded to meet targeted ratios

7 FFO adjustment needed Io merittarget ratios Meamum of une 58, Una 62 , or Zero 376882,283 8,667,899 (8,667,699) -
89 EfeG" Income tax We Accourllng Schedule 11 38 .77% 38.77% 38.77% 38.77%
70 DeftmedIncome lades " -Une68-Una69/11-Una69) (237,370,77) (5,468,289) 6,460,28 -
71 Total emomzetich required for the FFO adjustment Una 69-Una 70 612,2;591 14,755 .966 114,755,968) -
72
73 Bared SalesRevenue AE)uMmem MyNror4~Urct3 64&27,731 14,156,968 682,393,891
74 ParcentIncreases Inallsaesrevenue LNIa73JWedkponalM)usMeMsIWe73Jonsdidlonal 2.2%

Actuates perknown srW measurable Manger Includl process Matedto new plant In-service


