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SURREBUTTAL TESTIMONY 1 

OF 2 

CARY G. FEATHERSTONE 3 

KCP&L GREATER MISSOURI OPERATIONS COMPANY 4 

CASE NO. ER-2016-0156 5 

Q. Please state your name and business address. 6 

A. Cary G. Featherstone, Fletcher Daniels State Office Building, 615 East 13th Street, 7 

Kansas City, Missouri. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am a Regulatory Auditor with the Missouri Public Service 10 

Commission ("Commission”). 11 

Q. Are you the same Cary G. Featherstone who filed direct and rebuttal testimony for 12 

Staff in this proceeding? 13 

A. Yes, I am.  I contributed to Staff’s Cost of Service Report filed on July 15, 2016, 14 

(COS Report) in regard to KCP&L Greater Missouri Operations Company’s (“GMO” or 15 

“Company”) rate case filed on February 23, 2016.  I also filed rebuttal testimony on August 15, 16 

2016 on the issue of electric rates comparisons and Crossroads Energy Center. 17 

Q. What is the purpose of your surrebuttal testimony? 18 

A. I address various aspects of the rebuttal testimony of GMO witness Burton L. 19 

Crawford, GMO’s Director, Energy Resource Management, on the issue of Crossroads Energy 20 

Center (“Crossroads”). 21 

 I also respond to the rebuttal testimony of GMO witness Tim M. Rush, GMO’s 22 

Director, Regulatory Affairs, concerning transmission costs relating to Crossroads.  23 
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Q. In your rebuttal testimony you referred to GMO by the different names it was 1 

known by in the past, will you do that in this testimony too? 2 

A. Yes.  When I discuss historical aspects of GMO capacity planning I will use the 3 

names GMO was using at the time, UtiliCorp (UtiliCorp United, Inc.) before early 2002 and 4 

Aquila (Aquila, Inc.) during the period early 2002 to mid-2008.  I will refer to the former 5 

operating divisions of Aquila-Aquila Networks-MPS and Aquila Networks-L&P, as MPS and 6 

L&P, respectively, when discussing GMO during this period when it was named Aquila, i.e., 7 

before it was acquired by Great Plains Energy Incorporated (Great Plains) on July 14, 2008. 8 

EXECUTIVE SUMMARY 9 

Q. Would you please summarize your rebuttal testimony? 10 

A. In opposition to Staff’s exclusion of Crossroads transmission costs and in support 11 

of its inclusion of incremental Crossroads transmission costs, as it has in past rate cases, GMO 12 

continues to advocate that Crossroads was the least cost option when Aquila (GMO’s 13 

predecessor) made the decision to use Crossroads as a generating resource within the regulated 14 

operations of MPS.  Staff does not agree.  Staff has maintained over numerous rate proceedings 15 

that Aquila had many opportunities to replace the Aries purchased power agreement that ended 16 

in May 31, 2005 with “owned” generation, but made deliberate decisions not to do so.  While 17 

Aquila had many options to replace the Aries power agreements in 2005, it was aware of a 18 

specific response to a request for proposal (“RFP”) from a 2005 self-build option internally 19 

developed by Aquila itself for generating capacity installed in 2007.  The cost associated with the 20 

self-build option was lower than the installed costs of Crossroads.  The biggest advantage of this 21 

option was that there would have been no transmission costs associated with it.  In every rate 22 

case where it was an issue—Case Nos. ER-2010-0356 (the “2010 rate case”) and ER-2012-0175 23 
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(the “2012 rate case”)— the Commission has excluded all of GMO’s transmission costs relating 1 

to Crossroads.  GMO is proposing the increase transmission costs associated with Crossroads 2 

since its last rate case be allowed in rates in this rate case, but the Commission made clear its 3 

decision that none of these transmission costs were to be included in rates.   4 

CROSSROADS ENERGY CENTER 5 

Q. What is GMO’s position regarding its Crossroads Energy Center in this 6 

rate proceeding as presented in the rebuttal testimony of GMO witness Crawford and GMO 7 

witness Rush? 8 

A. As support for its argument against Staff’s recommendation that GMO should not 9 

recover those transmission costs and as support for its argument that the Commission should 10 

allow GMO to recover the increase in the costs it incurs for transmitting electricity from 11 

Crossroads to its retail customers since its last rate case, Mr. Crawford presents in his rebuttal 12 

testimony his contention that the Crossroads Energy Center (“Crossroads”) was the least cost 13 

option in 2007 for GMO generation needs compared to various other resource options.  14 

Mr. Crawford states at page 3 of his rebuttal testimony that “at the time the decision was made to 15 

add Crossroads facility to GMO’s generating portfolio, it was the lowest cost alternative for 16 

GMO retail customers, and as such was a prudent decision.”  Mr. Crawford indicates an annual 17 

level of transmission costs up to $12 million were included in the 2007 analysis.  At page 4 of his 18 

rebuttal, Mr. Crawford indicates the Crossroads value was $383 per kilowatt, which was the 19 

lowest cost option in 2007. 20 

 At pages 7 and 8 of his rebuttal testimony, Mr. Rush also argues an increment of 21 

the Crossroads increased transmission costs be included for recovery through GMO’s fuel 22 

adjustment clause.  Mr. Rush also states at page 8 of his rebuttal testimony that the Crossroads 23 
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transmission costs were included in the 2007 least cost study.  GMO’s position in this case 1 

respecting transmission costs incurred for Crossroads is: 2 

GMO does not agree increased transmission costs resulting from 3 
Entergy Arkansas integration into MISO should be excluded.  In 4 
the Company’s direct case, the Company proposed that all costs 5 
for the transmission of electricity by others (with the exception of 6 
certain transmission costs related to the Crossroads generating 7 
station that have previously been disallowed by the Commission), 8 
be included in the FAC.  These costs represent the transportation of 9 
electricity, are largely outside the control of the Company, and are 10 
volatile.  While the cost of electric transmission for Crossroads is 11 
higher than it would be if the plant were located in the GMO area, 12 
these additional costs were included in the evaluation of the facility 13 
which determined that Crossroads was the lowest cost plan for 14 
GMO.1   15 

Crossroads Was Not the Lowest Cost Option Available to Aquila 16 

Q. Does Staff agree that the 2007 study shows that Crossroads was the lowest cost 17 

option for GMO? 18 

A. No.  As explained in Staff’s Cost of Service Report and my rebuttal testimony, the 19 

2007 GMO study is flawed because it is based on a decision to add capacity in late 20072, not 20 

when Aquila needed to add generating capacity for MPS at the expiration of the Aries purchased 21 

power agreement on May 31, 2005.   22 

Q. Is it GMO’s position that the 2007 Crossroads study conducted by Aquila took 23 

into account transmission costs, but still showed Crossroads to be the least cost option? 24 

A. Yes.  Both Mr. Crawford at page 6 and Mr. Rush at page 8 state that transmission 25 

costs were included in Aquila’s analysis to determine that Crossroads was the lowest cost option 26 

to use for generating capacity.  Mr. Crawford indicates at page 6 of his rebuttal testimony that 27 

                                                 
1 Rush rebuttal, pages 7 and 8. 
2 The analysis by Aquila concerning Crossroads was conducted in late August 2007. 
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the 2007 study assumed $12 million of annual transmission cost for Crossroads and was still the 1 

lowest cost amount compared to other options.   2 

 Even if Aquila considered this generating facility its lowest cost option in 2007, 3 

with $13 million of annual transmission costs currently, and with those costs expected to 4 

increase over next several years, Crossroads is a very expensive power plant to operate, 5 

especially considering the level of generating output GMO obtains from this facility and the level 6 

it is projected to obtain from this facility.3  Adding in the firm gas transportation costs referenced 7 

by Mr. Rush at page 8 of his rebuttal, has the impact of increasing the operating costs of 8 

Crossroads even more. 9 

Q. Does Staff agree with Mr. Crawford’s rebuttal testimony on pages 4 and 5 that 10 

Crossroads’ installed cost is $383 per kilowatt? 11 

A. No.  Staff is of the opinion that Crossroads has a higher cost than the 2007 Study 12 

of $383 per kilowatt amount identified in Mr. Crawford’s rebuttal testimony.  At the time of the 13 

Aquila acquisition in July 2008, Crossroads had a cost of $469 per kilowatt including the 14 

transmission capital costs based on September 30, 2008 plant amounts (the approximate values at 15 

the time of the July 2008 Aquila acquisition by Great Plains).  Even excluding transmission 16 

investment, the installed cost—$396 per kilowatt4—is greater than GMO’s $383 per kilowatt 17 

asserted value.  The following table identifies Crossroads plant costs at the time Aquila was 18 

acquired by Great Plains Energy at the full value GMO argued for in the 2009 rate case (it should 19 

be noted these values were challenged and the Commission valued Crossroads using two Illinois 20 

natural gas-fired facilities, not those shown below): 21 

                                                 
3 See Crawford direct testimony in Case No. ER-2016-0156, Highly Confidential Schedule BLC-5. 
4 Crossroads had a $118.8 million value at September 30, 2008 (approximate value at time of the July 2008 closing 
of Aquila acquisition – time period used by the Commission to assign valuation for Crossroads in Case No. 
ER-2010-0356) [$118.8 million divided by 300 MWs = $396 per kilowatt].  Including transmission upgrades of 
$21.9 million [$118.8 + 21.9 million = $140.7 million divided by 300 MWs = $469 per kilowatt]. 
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 1 
Production 
Plant 

September 
30, 2008 
(approximat
es the July 
2008 Aquila 
acquisition 
date) (A) 

Installed 
Cost per 
Kilowatt 
(assumes 
300,000 
kw) 

 Aquila’s 
2007 Study 
Value 

Installed 
Cost per 
Kilowatt 
(assumes 
308,000 
kw)(B) 

 Aquila’s 
2007 Study 
Value 

Installed 
Cost per 
Kilowatt 
(assumes 
300,000 kw 
typical rating 
GE turbines) 

Plant  $118.8 
million 

$396/ kW  $117.9 
million 

$382.79/ kW 
(Crawford 
rebuttal) 

 $117.9 $393/ kW 

Less: Reserve    (21.2 
million) 

       

Net Production    $97.6 
million 

       

         
Transmission 
Plant  

        

Plant Account 
303.02 

$21.9 million   $21.9 
million 
(assumes 
9/30/08 
cost) 

  $21.9 
million 
(assumes 
9/30/08 
cost) 

 

Less: Reserve    (3.1 million)         
Net 
Transmission 

$18.8 million        

         
Total 
Production & 
Transmission 

        

Plant  $140.7 
million 

$469/ kW  $139.8 
million 

$453.90/ 
kW 

 $139.8 
million 

$466/ kW 

Less: Reserve    (24.3 
million)  

       

Net Crossroads $116.4 
million 

       

(A) Source: Accounting Schedule 3, pages 1 & 3 and Schedule 6, pages 1 & 2 in Case No. ER-2009-0090  2 
(B) Crawford rebuttal, page 4 General Electric model 7 EAs – Note- typically four units total 300 MWs (Aquila used 308 MWs in its 2007 Study) 3 

 While GMO contends the Crossroads plant value is $383 per kilowatt, when the 4 

cost of transmission plant upgrades is appropriately considered this facility had a higher cost 5 

of $469 per kilowatt.  Aquila Merchant incurred these transmission upgrade capital costs in 6 

August 2002 to allow the transmission of electricity from Crossroads when the unit was built in 7 

August 2002. 8 

Q. Did Aquila use a different capacity level for Crossroads turbines in the 9 

2007 Study? 10 



Surrebuttal Testimony of 
Cary G. Featherstone 
 

 Page 7

A. Yes.  When the 2007 Study was developed, Aquila used a 308 megawatt 1 

capacity level for Crossroads’ four units.  The General Electric model 7 EAs were typically rated 2 

at 300 megawatts for four turbines (75 megawatts each).  Using the 308 megawatts for the total 3 

station gave a lower cost per kilowatt resulting in GMO’s $383 per kilowatt amount.  However, 4 

if the typical output for this General Electric model of generating unit of 75 megawatts each unit, 5 

Crossroads would have 300 megawatts of total station generation.  Assuming this level of station 6 

output, Crossroads installed cost per kilowatt is $393 instead of the $383 per kilowatt amount 7 

referenced by Mr. Crawford. 8 

Q. Why did Aquila Merchant need to upgrade transmission plant for Crossroads? 9 

A. Since Aquila Merchant built Crossroads in a region of the country with 10 

transmission constraints, and because it was a non-regulated merchant plant built well outside 11 

MPS’ service territory, Crossroads had no Aquila transmission interconnection to the electric 12 

network.  Crossroads was a completely isolated power plant. 13 

 Aquila Merchant had to build upgrades to Entergy’s transmission facilities to be 14 

able to connect Crossroads to Entergy’s transmission system.  Because the upgrades were 15 

connected to non-Aquila plant facilities, Aquila treated those investment costs as intangible plant 16 

instead of as traditional transmission plant.  Had Crossroads been built as a regulated plant in 17 

MPS’ service territory, the transmission connections would have been part of the substation and 18 

transmission plant, and not part of the Crossroads’ plant costs.  However, since Crossroads was 19 

completely isolated from Aquila’s network, the cost of these transmission upgrades should be 20 

considered part of the Crossroads plant costs as these transmission upgrades are exclusive to 21 

Crossroads generation and the ability to transmit power from Crossroads to other regions, 22 

including to Missouri.  23 
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Q. Does Staff have any other support for why these transmission upgrade costs 1 

should be considered when valuing Crossroads? 2 

A. Yes.  In the supply-side analysis for integrated resource planning I have reviewed, 3 

capital costs for transmission plant to connect the generation side of the power plant to the 4 

transmission system are included in those studies.  Crossroads had to have significant upgrades 5 

at non-Aquila property (third party) to be able connect to the transmission network.   6 

Q. How is the value of these Crossroads-related transmission upgrades recorded 7 

by GMO? 8 

A. The transmission investment plant made for Crossroads is recorded as intangible 9 

plant property (FERC Account 303.02), and is included in rate base as plant-in-service. 10 

Q. How did Aquila support its claim that Crossroads was the lowest cost option it 11 

had to add generating capacity to the MPS system? 12 

A. Aquila issued a RFP in 2007 for generating capacity to meet future system load 13 

requirements.  It received several responses including a self-build option from Aquila itself.  This 14 

self-build option was developed internally for Aquila by Aquila personnel in its Engineering 15 

Group.  Aquila was proposing to provide installation of four General Electric model 7 EA 16 

combustion turbines like those at Crossroads for $637 per kilowatt.  This compared to the 17 

installed costs of Crossroads at $383 per kilowatt.    18 

Aquila Self-Build Options Proposed for MPS To Replace Aries Capacity 19 

Q. Would you elaborate on the option for Aquila to build a generating facility in 20 

2007 that GMO witness Mr. Crawford refers to on at page 5 of his rebuttal testimony? 21 

A. Mr. Crawford’s reference to the 2007 Study included an option to build 22 

generating facility to serve Aquila’s retail customers in Missouri.  To justify the use of 23 
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Crossroads in regulated operations after Great Plains announced its acquisition of Aquila, Aquila 1 

internally developed a self-build proposal in 2007 to build four General Electric 7 EAs 2 

combustion turbines (the “GE turbines”) for $637 per kilowatt installed cost.5  GMO compares 3 

this cost to the Crossroads installed cost of $383 per kilowatt.  However, the $637 per kW 4 

installed cost for the four GE turbines was determined in 2007, when the turbine market had 5 

rebounded from a “buyers’ market” of just two and three years earlier. According to the 6 

publication Turbine World, turbine prices increased 30 percent from 2004-2005 to 2007.6  So the 7 

self-build costs were higher in 2007 than they were in 2004-2005 when Aquila needed and 8 

should have built new generating capacity to replace the 500 megawatt Aries agreement.  9 

Q. Did Aquila perform any other self-build generation analyses between 2004 10 

and 2007? 11 

A. Yes. In responding to a January 17, 2006 Request for Proposal for Capacity 12 

issued by Aquila Networks, on February 22, 2006, attached as Highly Confidential Surrebuttal 13 

Schedule CGF-s3, Aquila’s Regulated Generation Services Group proposed to build 300 14 

megawatts of natural gas-fired combustion turbines planned for installation by June 2008.7  15 

While several options of this nature were provided, one of the proposed options had an installed 16 

cost in early 2006 of **  ** per kilowatt.8  While this 2006 self-build 17 

option was higher than the $383 per kilowatt installed amount Mr. Crawford identifies in his 18 

rebuttal testimony (page 4), it is lower than the result when the upgraded transmission capital 19 

costs are added to the generating facility’s total costs for Crossroads of $453.90 per kilowatt.  20 

                                                 
5 Crawford rebuttal testimony, page 5, line 7. 
6 Rebuttal Schedule CGF-r2, pages 8 and 9 GE model 7 EA 75 MW turbine per unit price at 2006 $19.2 million 
compared to 2004-2005 $14.8 million, 30% increase. 
7 Aquila’s 2007 rate case-- Case No. ER-2007-0004- Data Request No. 0206.  Highly Confidential Surrebuttal 
Schedule CGF-3. 
8 Aquila’s 2007 rate case Case No. ER-2007-0004- Data Request No. 206 Aquila Regulated Generation 
February 22, 2006 (page 2) response to Aquila RFP dated January 17, 2006. 

NP 

______________________
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Aquila’s February 2006 self-build option would have been built in a location within MPS service 1 

territory with the exact turbines that were considered in the 2007 Study referenced in 2 

Mr. Crawford’s rebuttal.  Because of its location, Aquila would not have incurred transmission 3 

costs with Aquila’s self-build proposal, unlike Crossroads’ extremely high transmission costs.  4 

Thus, the 2006 Aquila self-build option of **  ** per kilowatt is actually less than the 5 

Crossroads cost of $469 per kilowatt (installed cost plus transmission upgrades cost).  6 

 The difference in costs shown between the 2007 Study identified in 7 

Mr. Crawford’s direct and rebuttal testimony and the February 2006 RFP response by Aquila’s 8 

Regulated Services Group was that the turbine prices had been increasing since the 2006 time 9 

period.  The 2007 Study would have reflected those higher turbine costs.  However, if Aquila 10 

would have purchased the turbines when it needed the capacity in 2005 to replace the Aries 11 

power agreement, those turbine costs would have been even lower because those years featured 12 

the lowest turbine pricing over the last 15 years.  Aquila also had several buying opportunities 13 

for turbines owned by Aquila in 2003 to 2006 time frame that would have been less costly than 14 

Crossroads.   15 

 In a November 2004 self-build option presented to Aquila by its 16 

Regulated Generation Group, discounted turbines were quoted for installed cost of between 17 

**  ** per kilowatt, far below the $383 per kilowatt Crossroads cost identified in 18 

Mr. Crawford’s rebuttal.   19 

 In 2002, Aquila Merchant offered KCPL General Electric turbines or Siemens 20 

Westinghouse new turbines at steep discount which would have resulted in less costs than 21 

Crossroads.  Those generating units were not sold to KCPL and, eventually the Siemens turbines 22 

NP 

______

___________
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were installed at South Harper.  The General Electric turbines sold to Colorado and Nebraska 1 

utilities identified in my rebuttal testimony would also result in much less cost than Crossroads.9 2 

 See Highly Confidential Surrebuttal Schedules CGF-s1 and s2 for a more detailed 3 

discussion and comparisons of turbine costs and installed cost per kilowatt options available to 4 

Aquila to replace the 2005 500 megawatt Aries capacity agreement.   5 

Q. Where did Aquila propose to site the self-build generating units? 6 

A. All the self-build options proposed by Aquila’s Regulated Generation Service 7 

Group for MPS generation (regulated) were on power plant sites within the service territory of 8 

MPS.  More importantly, all of these self-build options would have been located in the same 9 

regional transmission organization; thus, none would incur any annual transmission costs. 10 

Q. Has the Commission previously addressed GMO’s argument that Crossroads was 11 

the least cost option in GMO rate cases?  12 

A. Yes., in GMO has consistently presented its view Crossroads was the low cost 13 

option in each of its previous rate cases starting with the 2009 rate case.  In both the 2010 and 14 

2012 cases the Commission valued Crossroads at a lower cost than the $383 per kilowatt 15 

Mr. Crawford presents in his rebuttal testimony.  The following table is taken out of the 16 

Commission’s Order in Case No. ER-2010-0356 that identified “. . . the installed cost per 17 

kilowatt of 17 of the combustion turbines Aquila Merchant bought and took delivery of, and the 18 

price per kilowatt it received when it disposed of them:” 19 

 20 

 21 

continued on next page 22 

                                                 
9 See Rebuttal Schedule CGF-r2, page 10 
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 The estimated installed costs for this self-build facility using discounted turbine 1 

equipment were **  ** per kilowatt using 2 

turbines purchased at the then market discounted prices in 2005.  When additional cost for 3 

interconnections such as transmission, natural gas and water are considered, those prices 4 

produced **  **  This compares to the $383 5 

installed cost in the 2007 Study identified in Mr. Crawford’s rebuttal.10  When transmission 6 

capital cost upgrades are considered with the installed cost of Crossroads at the time of the 7 

August 2007, Aquila acquisition is $469 per kilowatt.  Additionally, when the $13 million per 8 

year of current transmission costs are considered for Crossroads’ operating costs, there is no 9 

question this alternative self-build option using discounted turbines in 2005 was far less costly 10 

than Crossroads.  11 

Q. Since 2007, what transmission cost has GMO incurred for transmitting energy 12 

from Crossroads? 13 

A. Since 2007 through 2015, GMO has experienced over $53.2 million in 14 

transmission costs.   15 

Q. What does Staff expect GMO’s future Crossroads transmission costs to be? 16 

A. Assuming Crossroads operates the next 30 years and transmission costs remain at 17 

$13 million per year, the approximate level for 2015, transmission costs will be over 18 

$390 million— the majority of which would be charged to customers under GMO’s proposed 19 

rate treatment. 20 

                                                 
10 Crawford rebuttal testimony, pages 4, line 17 and 5, line 8. 

NP 

__________________________________________

_________________________________________
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Great Plains Had No Definite Plans To Use Crossroads As Regulated Generating Unit 1 

Q. When Great Plains Energy announced the acquisition of Aquila, did it plan on 2 

using Crossroads as a regulated generating facility? 3 

A. No.  Mr. Crawford claims at page 4 of his rebuttal testimony, the October 2007 4 

study showed Crossroads was low cost option.  Yet, during the time of the regulatory approvals 5 

for the Aquila acquisition in 2007, Great Plains did not in fact have a plan to use Crossroads as a 6 

regulated power plant.   7 

 In Form 425, filed with the Securities Exchange Commission (“SEC”) on 8 

February 8, 2007, Great Plains included a transcript of a joint webcast call by Great Plains 9 

Energy Incorporated, Aquila, Inc. and Black Hills Corporation that occurred on February 7, 10 

2007.  Mr. Terry Bassham, then Great Plains’ Executive Vice-President and Chief Financial 11 

Officer, and currently Chief Executive Officer, stated that it was Great Plains’ intention to 12 

“monetize” or sell Crossroads. The relevant portion of this transcript is reflected below: 13 

Mike Chesser: Operator, we'd like to take one more question if we could 14 
because you all might expect we have quite a busy schedule ahead of us today. 15 

Operator: Michael Lapides of Goldman Sachs. 16 

Michael Lapides: Easy one. Mike, Terry, what are your thoughts on the peaking 17 
plant, the gas plant that Aquila owns? 18 

Mike Chesser: At this stage as you know it is in litigation. And it has been 19 
appealed or it has been ruled on and appealed and it's being re-appealed. We 20 
have done quite a bit of due diligence around the potential outcomes on that 21 
and we have factored that impact into our purchase price. 22 

Michael Lapides: I'm thinking not the regulated one but the merchant one. 23 

Terry Bassham: Crossroads. 24 

Michael Lapides My apologies for not being –  25 

Terry Bassham: That is okay, Michael. As Mike said we looked at 26 
(indiscernible) from a Crossroads perspective. We looked at the ability to 27 
utilize that or sell it. Our preference would be probably to get value through 28 
monetizing it. But if not we've looked at other options as well. 29 

[Emphasis added] 30 
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Q. What is the significance of the fact that Great Plains’ preference was to sell 1 

Crossroads after acquiring Aquila? 2 

A. Great Plains intended to sell Crossroads, and identified the amount that it 3 

expected to receive from that sale.   4 

Q. Was there continued uncertainty surrounding the disposition of Crossroads during 5 

the regulatory proceedings for approval of the acquisition of Aquila by Great Plains? 6 

A. Yes.  As late as April 2008, during the hearings in Case No. EM-2007-0374, the 7 

case regarding the acquisition of Aquila by Great Plains Energy, one of KCPL’s vice presidents 8 

indicated he did not know how Crossroads was going to be used or if it would ever be used in the 9 

regulated rate base.  Under cross examination, Mr. Chris B. Giles, then KCPL’s Vice President- 10 

Regulatory Affairs, testified in an In-Camera portion of the hearings:  11 

**  12 

 13 
 14 
 15 
 16 
 17 
 18 
 19 

 20 

 21 

 22 
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 24 

 25 

 26 

 27 
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 1 
 2 
 3 

 4 

  5 

 6 

 7 
 8 
 9 

  10 

 11 
 12 
 13 
 14 
 15 

 16 

  17 
 18 
 19 
 20 
 21 
 22 

 **  23 

[Attached as Highly Confidential Surrebuttal 24 
Schedule CGF s5-- EFIS #351-- Case No. EM-2007-0374, 25 
Evidentiary Hearing In-Camera Proceedings April 22, 2008 26 
Volume 12 Transcript 1474-1477; emphasis added] 27 

At the time of the April 22, 2008 hearings, Mr. William Riggins was Great Plains Energy and 28 

KCPL’s General Counsel and Chief Legal Officer.   29 

Q. Was additional testimony given by Great Plains during the hearings on Aquila 30 

acquisition concerning Crossroads? 31 

NP 
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A. Yes.  In the same hearing, just six days later, Mr. Terry Bassham, who was Great 1 

Plains’ Vice President and Chief Financial Officer at the time, testified during a confidential 2 

portion of the hearings regarding Crossroads:  3 

**  4 
 5 

 6 
 7 
 8 
 9 
 10 
 11 

 12 

 13 
  ** 14 

[EFIS #378-- Case No. EM-2007-0374, Evidentiary 15 
Hearing In-Camera Proceedings April 28, 2008 Volume 18 16 
Transcript 2338; emphasis added] 17 

The testimony given to the Commission in the Aquila acquisition case cited above, by two 18 

different Great Plains’ officers and its General Counsel, demonstrates the continued uncertainty 19 

surrounding the use of Crossroads as late as April 2008, just three months before the July 2008 20 

close of the acquisition.  This uncertainty relating to Crossroads is in contrast to GMO’s position 21 

that Great Plains had already made the decision for GMO to use this facility in its regulated 22 

operations in October 2007.   23 

 In GMO’s first rate case after the acquisition, filed in September 2008, GMO 24 

proposed that Crossroads be included in its rate base.  GMO prepared a memorandum to justify 25 

the decision and provide the history of this generating facility.  This memorandum is attached as 26 

Surrebuttal Schedule CGF s6. 27 
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 GMO’s Position on Crossroads Transmission Costs Presented in GMO Witness 1 

Rush’s Rebuttal Testimony 2 

Q. What does GMO witness Rush argue in response to Staff’s recommendation that 3 

the Commission continue to disallow GMO rate recovery of all Crossroads transmission costs? 4 

A. Mr. Rush states at page 8 of his rebuttal testimony that: 5 

While the Company has accepted the fact that the 6 
Commission has  excluded a  substantial portion of both 7 
plant and transmission costs in the last rate case, the 8 
Company does not believe that it is reasonable, nor 9 
appropriate to continue to increase the level of exclusions 10 
from recovery and yet require the Company to maintain the 11 
facility to serve its customers.  The increased costs are due 12 
to Entergy’s entrance into MISO and are the result of 13 
MISO’s FERC-approved tariff rate for transmission 14 
service.   15 

What Mr. Rush and GMO fail to understand or accept is that the Commission said nothing in its 16 

orders in GMO’s 2010 and 2012 rate cases about placing a limit or ceiling on the transmission 17 

cost disallowance relating to Crossroads.  The Commission disallowed all of Crossroads 18 

transmission costs, not just a “portion” as Mr. Rush suggests.  In every case where recovery of 19 

Crossroads transmission costs was disputed— both of the most recent GMO rate cases, the 20 

Commission did not allow recovery of any transmission costs GMO incurred for the Crossroads 21 

generating facility.  The Commission stated at page 59 of its 2012 Order: 22 

Therefore, the Commission concludes that including the 23 
Crossroads transmission costs does not support safe and 24 
adequate service at just and reasonable rates, and the 25 
Commission will deny those costs. 26 

Specifically, at page 8 of his rebuttal testimony, Mr. Rush is supporting the inclusion of 27 

Crossroads’ transmission costs in GMO’s fuel adjustment clause.11  The Commission addressed 28 

                                                 
11 Mr. Rush rebuttal testimony at pages 7 through 9. 
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the inclusion of Crossroads transmission costs in the fuel adjustment clause in its 2012 Order at 1 

page 64: 2 

Crossroads Transmission.   3 

…Insofar as the Commission has determined that no 4 
transmission costs from Crossroads will enter GMO’s MPS 5 
rates, there is no further dispute, and no further findings of 6 
fact and conclusion of law are required.  The Commission 7 
will order GMO’s FAC clarified to state that GMO’s FAC 8 
excludes transmission costs related to Crossroads.  9 

The Commission recognized the only reason GMO incurred any transmission costs for 10 

Crossroads was because the power plant was located in Mississippi, over 500 miles from GMO’s 11 

customers.  The Commission concluded that use of Crossroads as a generating resource was 12 

prudent decision as long as the rate base value was adjusted and none of the transmission costs 13 

were included in rates. 14 

 The Commission concluded that it was unreasonable for GMO’s retail customers 15 

to pay for firm transmission costs to transport power from Mississippi to western Missouri.  The 16 

Commission stated the following in 29 Conclusion of Law – Crossroads, at page 99 of its Order 17 

in GMO’s 2010 rate case: 18 

In addition to the valuation, the Commission concludes that 19 
but for the location of Crossroads customers would not 20 
have to pay the excessive cost of transmission. Therefore, 21 
transmission costs from the Crossroads facility, including 22 
any related to OSS [off-system sales] shall be disallowed 23 
from expenses in rates and therefore also not recoverable 24 
through GMO’s fuel adjustment clause (“FAC”). 25 

Q. Has the Commission recognized that GMO’s transmission costs for obtaining 26 

energy from Crossroads were ongoing? 27 
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A. Yes.  In its order for GMO’s 2010 rate case the Commission stated at page 87: 1 

This higher transmission cost is an ongoing cost that will 2 
be paid every year that Crossroads is operating to 3 
provide electricity to customers located in and about 4 
Kansas City, Missouri.  GMO does not incur any 5 
transmission costs for its other production facilities that are 6 
located in its MPS district that are used to serve its native 7 
load customers in that district.  This ongoing transmission 8 
cost GMO incurs for Crossroads is a cost that it does not 9 
incur for South Harper, and is the cause of one of the 10 
biggest differences in the on-going operating costs between 11 
the two facilities.   12 

It is not just and reasonable to require ratepayers to pay for 13 
the added transmission costs of electricity generated so far 14 
away in a transmission constricted location.  Thus, the 15 
Commission will exclude the excessive transmission costs 16 
from recovery in rates. 17 

[emphasis added] 18 

Q. Is it true, as Mr. Rush testifies, that The Empire District Electric Company 19 

(‘Empire”) receives rate treatment of its transmission costs for a power plant it partially owns 20 

that is sited in the MISO footprint, even though Empire is in the SPP footprint? 21 

A. Yes.  What Mr. Rush is indicating on page 9 of his rebuttal testimony is that 22 

Empire gets rate recovery of its base load coal-fired generating facility, Plum Point.  The facts 23 

surrounding Empire’s choice to use Plum Point as a generating resource and the unique 24 

circumstances of Crossroads make the two situations completely different, resulting in the two 25 

plants getting different rate recoveries for each of those facilities.  I identify the reasons why 26 

Plum Point gets rate recovery and Crossroads does not in my rebuttal testimony. (see pages 29 27 

to 32 of my rebuttal testimony) 28 

Q. What is Staff’s response to page 8 of Mr. Rush’s rebuttal testimony, “the cost of 29 

firm gas transportation to the Crossroads generation facility is significantly less than it would 30 
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have been had the facility been located in GMO territory, if firm gas transportation would be 1 

available at all.  It would not be reasonable for GMO’s retail customers to enjoy the benefits of 2 

lower firm gas transportation costs at the Crossroads location, while at the same time avoiding 3 

the cost of firm electric transmission that allows GMO to use the less expensive gas.”?   4 

A. Staff agrees that the firm gas transportation costs for Crossroads were less than 5 

the firm gas transportation costs for South Harper facility in GMO’s last rate case in 2012.  Other 6 

GMO natural gas peaking units do not have the need for firm gas transportation.  Greenwood 7 

does not need firm gas transportation service and neither does Lake Road or Ralph Green.  Some 8 

of KCPL’s peaking units, such as West Gardner and Osawatomie, also do not have firm gas 9 

transportation.  The Hawthorn station has firm gas transportation service for Hawthorn 5 as a 10 

start-up fuel.  This natural gas supply also fuels Hawthorn Units 6 and 9, 7 and 8. 11 

 In GMO’s 2012 rate case, Lake Road had firm gas transportation service in 12 

addition to South Harper.  KCPL’s West Gardner and Hawthorn turbine units had firm gas 13 

transportation service.  Attached as Surrebuttal Schedule CGF s7 is response to GMO’s response 14 

to Data Request 70.2 which identifies the power plants having firm gas transportation service 15 

and the reasons for such service.  In addition, this response also identifies the reasons why firm 16 

gas transportation service is no longer needed at plants such as West Gardner and Lake Road.  17 

Nowhere in this response does GMO indicate that firm gas transportation is not available in the 18 

Kansas City area. 19 

 Comparing South Harper’s firm gas transportation costs, there is approximately 20 

$3 million annually paid for this service.  Crossroads transmission annual transmission costs are 21 

$13 million and expected to increase.   22 
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Q. Is the natural gas GMO purchases for use at Crossroads less expensive than the 1 

natural gas it purchases for its other energy centers? 2 

A. No.  The cost of natural gas for Crossroads historically has been higher.  I address 3 

the higher gas cost for Crossroads in my rebuttal testimony at pages 20 through 22 and Rebuttal 4 

Schedule CGF-r7. 5 

Q. Does this conclude your surrebuttal testimony? 6 

A. Yes. 7 
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CROSSROADS ENERGY CENTER 

 
Mr. Crawford states at page 7 of his rebuttal that “any other option for adding capacity to the 
GMO supply portfolio would have cost more than adding Crossroads.  No one has demonstrated 
otherwise.”  I do not believe this is a statement correct 

GMO has presented its view that Crossroads was determined in an analysis performed in 2007 
to be the lowest cost option in each of its last three rate cases starting with the 2009 rate case 
(ER-2009-0090).  In each of those rate cases, and again in this case, Staff disputed and continues 
to dispute this claim.   

The Commission determined there were other lower cost options to add capacity generation 
besides Crossroads.  The Commission relied on two former Aquila Merchant combustion turbine 
facilities sold to Ameren Missouri (Union Electric) in 2006 to value Crossroads in GMO’s 2010 
rate case and also the 2012 rate case.  The Commission used the value of $205.88 per kilowatt as 
the basis of its decision in both of these cases.  Contrary, to Mr. Crawford’s belief that no one 
has demonstrated any lower cost option than Crossroads, this is an example of a lower cost 
option than Crossroads that was used by the Commission in each of GMO’s last two rate cases.  

The basis for the Commission’s findings in the 2010 rate case was the selling of these generating 
facilities by Aquila Merchant to Union Electric for $175 million.  The total generating capacity 
for these two facilities was 850 megawatts (850,000 kilowatts) resulting in the $205.88 per 
kilowatt installed costs the Commission used as basis to value Crossroads.  This is a substantial 
cost reduction to the $383 per kilowatt cost identified in Mr. Crawford’s rebuttal testimony.  
Clearly, the Commission demonstrated Crossroads was not the least cost generation option when 
it determined the reduced value was the appropriate cost to be included in rates. 

As discussed in my rebuttal testimony, there have been many other options that demonstrate 
better choices at reduced costs had Aquila took advantage of the numerous opportunities to add 
generating capacity from 2004 to 2007.  Aquila simply did not make proper decisions regarding 
capacity planning.  Ignoring those other options to replace the Aries capacity in 2005 and even 
options in 2006, directly places GMO in the unfortunate position it finds itself today incurring 
imposing transmission costs.  Highly Confidential Surrebuttal Schedule CGF-s2 is a table 
identifying many different options available to Aquila, many demonstrating a lower cost option 
to Aquila.  Had Aquila acted on some of these options, GMO would not find itself in the 
situation it is today incurring transmission costs relating to a peaking generating facility located 
outside the regional transmission organization.   

Mr. Crawford claims at page 7 of his rebuttal testimony that “any other option for adding 
capacity to the GMO supply portfolio would have cost more than adding Crossroads.”  Aquila 
determined in January and July 2004 and presented at the integrated resource planning meetings 
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with Staff, that its least cost option was the building of five combustion turbines to replace the 
Aries purchased power agreement.  These power plant additions totaled 525 megawatts of 
capacity that would have replaced all of the 500 megawatts of Aries power agreement.1   
Attached as Highly Confidential Schedule CGF s8 is the Resource Planning presentation made to 
Staff on July 9, 2004 that supported the 5 combustion turbine addition.  Of course, these 
generating units would have been built in Missouri and would have had no transmission costs 
that would have to be paid over the 40 or more years expected life of the facility. 

Also, the above referenced self-build option in the 2005 Aquila study adding four combustion 
turbines like those installed at Crossroads to Aquila’s fleet in 2007 was at a lower cost than 
Crossroads-- **  ** per kilowatt compared to 
Crossroads at $383 per kilowatt.  When transmission plant is added the total installed costs 
increases to **  ** per kilowatt.  Even 
without the Crossroads transmission plant added which results in $453.90 per kilowatt compared 
to the $383 per kilowatt cited by MR. Crawford, other new generating plant options would have 
been far more attractive to Aquila and its customers.  And none of these new generating plant 
additions would have any annual transmission expenses charged to the Company and its 
customers.  

Many other options available to Aquila to replace the 2005 Aries capacity agreement that would 
have been less cost than Crossroads were identified in my rebuttal testimony.  (see pages 24 to 
27 of rebuttal and Highly Confidential Rebuttal CGF r2 for other capacity options) 

A summary of the different costs of Aquila’s self-build options that were available to Aquila is 
identified in a table in Highly Confidential Surrebuttal Schedule CGF-s2 that demonstrates 
Aquila had many low cost options to replace the 500 megawatt Aries agreement in 2005, even as 
late as 2006 and early 2007.  

Aquila could have used for its retail customers four General Electric model 7 EAs (the same 
generators installed at Raccoon Creek, Goose Creek and Crossroads) sold to two separate 
utilities in Nebraska and Colorado at an average price of **  ** per turbine.  If 
those turbines would have been installed for MPS customers, the estimate of its installed costs 
would have been $369 per kilowatt, well below the $453.90 per kilowatt of Crossroads with 
transmission facilities added to its cost, and even below what GMO contends is Crossroads cost 
at $383 per kilowatt.  (see Rebuttal CGF- r2, page 10). 

                                                 
1 Both the July 9, 2004 Resource Plan and the February 9, 2004 Resource Plan attached as HC Rebuttal Schedule 
CGF r8 found least cost plan was installation of 5 combustion turbines in MPS service territory. 
2 Highly Confidential 2007 IRP Request for Proposals for Capacity and Energy for Aquila Networks – Missouri 
Issued: October 15, 2004 Aquila Regulated Generation response dated November 22, 2004  
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In November 2004, Aquila determined it could install self-build option using three Siemens 
generating units for **  ** per kilowatt at an existing site.  Again below Crossroads cost 
of $453.90 per kilowatt (with transmission investment). 

In 2002, Aquila Merchant offer to sell four 75 megawatt General Electric model 7 EAs for 
**   ** each unit and three 105 MW Seimens 501 
D5A for **  ** (These units are currently installed 
at South Harper and included in rate base at $66,760,000 at $211.94/ kW or $22,253,000 per 
unit.)  Source: August 7, 2002 letter from Aquila Merchant to KCPL– CGF-r9, page 49 

At time in 2002 when it was offering to other utilities deeply discounted turbines and when 
Aquila needed capacity for its MPS division Aquila Merchant was negotiating with MPS for a 20 
year PPA for peaking capacity using three 501 D units called Aries II.  After the collapse of the 
power markets in mid-2002, and the announced discontinued operations of Aquila Merchant 
those three generating units were eventually installed for MPS in June 2005 at South Harper. 

 

Resource Planning Presentations 

Mr. Crawford indicates at page 4 of his rebuttal testimony the analysis used by Aquila to justify 
using the merchant Crossroads plant located in Mississippi in rate base, was made in October 
2007.   

Just before the Aquila acquisition by Great Plains Energy announced February 2007, Aquila 
made another presentation resource plan to Staff on February 2, 2007.  In this February 2007 
analysis, Aquila indicated its preferred plan based on the lowest 20-year net present value of 
revenue requirement was 300 megawatts of purchased power agreements for 2008 and 2009 with 
225 megawatts installed combustion turbines in 2010.  This presentation was made by Scott 
Heidtbrink, then Aquila’s Vice President, Energy Resources and GMO’s current Executive Vice 
President and Chief Operating Officer.    

Crossroads was not considered as an option in this February 2007 presentation.  At that time, 
Aquila was developing a site in Sedalia to add generating capacity to meet its shortfall.  This site 
was the only one discussed with Staff until the late 2007 presentation when Crossroads was first 
mentioned to be used as a generating asset.   

The February 2007 resource plan was attached to my rebuttal testimony as Highly Confidential 
Schedule CGF r6.  See page 7 of this schedule for the “Least Cost/ Preferred” plan. 

The resource planning process at the time, and for several years, Aquila/ UtiliCorp made 
presentations to Staff and Public Counsel twice a year, as did the other Missouri electric utilities.  
I attended most of the meetings for Empire, KCPL and Aquila/ UtiliCorp.  These meetings were 
intended to provide updates to resource planning that included load forecasting, demand side 
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management and energy efficiency and supply resources  (generation) on a more frequent basis 
than the IRP process.  The two times a year meetings were part of agreements reached with the 
electric utilities operating in Missouri in lieu of the integrated resource planning filings.   

Public Counsel witness Lean Mantle, then employed with Staff, was instrumental in creating and 
conducting these meetings on behalf of Staff.  Ms. Mantle did extensive work in the resource 
planning process and facilitated the meetings.   
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