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SURREBUTTAL TESTIMONY
OF
LENA M. MANTLE
KCP&L — GREATER MISSOURI OPERATIONS COMPANY

CASE NO. ER-2016-0156

Please state your name.

My name is Lena M. Mantle.

Are you the same Lena M. Mantle that filed diret and rebuttal testimony in
this case?

Yes, | am.

PURPOSE OF TESTIMONY

Q.
A.

What is the purpose of your surrebuttal testimory?

The purpose of this surrebuttal testimony isespond to the rebuttal testimony of
KCP&L — Greater Missouri Operations Company (“GM@iiinesses Tim M. Rush

and Burton L. Crawford regarding GMO’s proposed | fagjustment clause

(“FAC”). 1 also provide a response to Mr. Crawfardebuttal testimony regarding
the prudency of the inclusion of the Crossroadse@Gsion Facility (“Crossroads”)

as a resource for GMO.

Did the rebuttal testimony filed by GMO or other parties cause OPC to
change its recommendation regarding GMQO'’s propose&AC?
No, it did not.

What is OPC’s recommendation regarding GMO'’s prgposed FAC?
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A.

>

OPC recommends the Commission not approve th€ foposed by GMO.
Instead, OPC recommends the Commission apprové@ras proposed by OPC in

my direct testimony and as revised in my rebuéstitony.

What is OPC’s recommendation to the Commissionagarding GMO’s FAC?
OPC is recommending the Commission approve an F&ACGMO with the
following features:
1. Only the following prudently incurred costs hze included in GMO’s
FAC:
a. Delivered fuel commodity costs including:
I. Inventory adjustments to the commaodities;
il. Adjustments to cost due to quality of themsuodity; and

iii. Taxes on fuel commodities;

b. The cost of transporting the commaodity todgbeeration plants;
C. The cost of power purchased to meet its nateg; and
d. Transmission cost directly incurred by GMO farghased power

and off-system sales.

2. These costs would be offset by:
a. Off-system sales revenues; and
b. Net insurance recoveries, subrogation recoseddd settlement

proceeds related to costs and revenues includée iRAC.
3. An incentive mechanism that requires changeSMO’s fuel adjustment
rates to account for 90% of the difference betwienactual prudently incurred
costs net of off-system sales and the net FAC doshgded in its base rates. The

other 10% would be absorbed or retained by GMO/{®hcentive mechanism”).

Did the rebuttal testimony filed cause OPC to chnge its recommendation

regarding Crossroads?
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Q.

>

No, it did not.

What is OPC’s recommendation to the Commissionagarding Crossroads?
OPC recommends the Commission find GMO'’s CraasscGenerating Facility an
imprudent resource for GMO and not include any €haeds capital cost or expense

in GMQ'’s revenue requirement.

SURREBUTTAL OF GMO WITNESS TIM M. RUSH - FAC

Q.

>

Mr. Rush begins his rebuttal testimony regarding the FAC with the
statement that “GMO does not agree increased transission costs resulting
from Entergy Arkansas integration into MISO should be.” Should the
Commission allow transmission costs from Entergy Atansas in GMO'’s
FAC?

No, it should not.

Why?
Most importantly, as OPC recommended in my ditestimony, the Commission
should not allow any capital costs and expensefjding transmission expenses,
related to Crossroads to be included in GMQO’s raeerequirement or its FAC
due to imprudent actions by GMQO'’s predecessor Aquilc. (“Aquila”), GMO’s
parent holding company Great Plains Energy (“GPEAJ GMO. | will discuss
Crossroads later in my surrebuttal testimony of ®awford.

Secondly, transmission costs that could be indumle FAC, according to
the Appeals Couftand Commission decisions, are transmission carsstlg tied
purchased power to meet native load and off-sysal®s. The minimal energy

produced by Crossroatis neither purchased power nor off-system sales.

! Rebuttal testimony of Tim M. Rush, page 7, linésa2d 23
2 Union Electric Company v. PS@22 S. W. 3d 358, 367 (Mo. App. 2013)

% See Direct testimony of GMO witness Burton L. Cia, Schedule BLC-5 HC
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Q.

Mr. Rush states that “it is GMO'’s belief that [the Empire District Electric
Company (“Empire”)] has been allowed all transmissbn costs attributed to
the Plum Point plant”. * 1s GMO’s belief correct?

It is true that Empire has been allowed recowérnys transmission costs. However,
a simple reading of Empire’s FAC tariff sheet 1idws that only 50% of non-SPP

transmission service costs are included in EmpHFAS.

Why only 50%7?

Empire owns 50 megawatts (“MW”) of the Plum Rajenerating facility and has a
long-term purchased power agreement for 50 MW ffelom Point. Therefore,
50% of the energy Empire receives from Plum Paipurchased power and 50% of
the transmission cost is allowed to flow throughpieis FAC. Empire is only
allowed to include a portion of its transmissiorstsoto deliver power from Plum
Point in its FAC because only a portion of the gpdrom Plum Point is obtained

through a purchased power agreement.

Mr. Rush rationalizes that transmission costs fo Crossroads should be
included in the FAC because the cost of natural gasansportation is less for
Crossroads than if it had been built in GMO’s servie territory.®> Should the
Commission allow Crossroads transmission in the FA®ecause natural gas
transportation for the Crossroads plant in Mississppi is less than it may
have been if similar generation had been built in G1O’s service territory?

No. All Crossroads capital costs and expensesild be excluded from GMO'’s
revenue requirement because GPE’s decision to rivenerchant plant that no
other entity would purchase to GMO was an imprudieeision as described in my

direct testimony. The fact that one of the Croadrexpenses may be less than if

* Rebuttal testimony of Tim M. Rush, page 9 linga®ugh 6
®|d, page 8, lines 8 through 11
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Aquila had built in its service territory does nmtgate the impact on GMO’s

customers of the imprudent decision in 2003 to ealghort-term purchased power.

Mr. Rush opine$ that the costs and revenues *“historically” includd in
GMO'’s FAC should not be changed. Is this a creditale reason to continue
to allow costs and revenues in an FAC?

No it is not. The costs and revenues include8ACs have been changing since
GMO was first allowed an FAC in May 2007. Therefar is impossible to say
what “historical” costs have been allowed in FAQs. addition, as described in
my direct testimony, given GMO'’s limited definitisrof what it is requesting in
its FAC it is impossible to determine what costge aurrently - let alone
“historically” - included in GMQO'’s FAC.

In addition, this rational is disingenuous beea@MVO has requested the
inclusion of more costs in its FAC in every ratese&aince the Commission
allowed it to first have an FAC in May 2007. Dwethe additional non-fuel and
non-purchased power costs GMO is requesting baded in its FAC in this case,
GMO requested its FAC base rate increase 9% for && 8% for MPS despite
the lower fuel and spot purchased power costs <8M@’s FAC base was set in
the last GMO rate case. Mr. Rush believes it ceptable for the Commission to
add costs to GMOs FAC but it is not acceptablestoave costs that are non-fuel
and non-purchased power costs.

The Commission has not allowed this rationale ftuémce its decisions
regarding the FAC in the past and should not adteptrationale here for several
reasons. The FAC recommended by OPC is consistent with 8ec386.266.1
RSMo resulting in numerous benefits to the custemérile meeting the Section
386.266.4(1) RSMo requirement of providing GMO wstifficient opportunity to

earn a fair return on equity.
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Q.

> O

Mr. Rush provides the reasons, according to youtestimony, for OPC'’s
recommended changes to GMO’s FAC. Is Mr. Rush accurate in his
description of the reasons for OPC’s FAC recommendan?

No. | did not specifically state a reason faP@s FAC recommendation in my
direct testimony. Mr. Rush’s list is confusing biuseems to characterize some of
the benefits of the FAC proposed by OPC cited indimgct testimony as the reason

for OPC’s FAC recommendation.

What is the reason for OPC’s FAC recommendation?
OPC has two reasons. First and most importa@iC’s recommendation is
consistent with state statute that only fuel anctipased power costs, including
transportation be included in an FAC. GMO has ested numerous costs that
do not fall under this statutory definition. Mrugh justifies inclusion of these
costs by calling them “fuel related costs.” Howevgection 386.266.1 RSMo
does not include “fuel related costs” as recoverdietween rate cases in FACs.
Secondly, the FAC recommended by OPC is less coatgdl leading to
greater transparency for all parties involved whieviding GMO with the
opportunity to reduce the risk of recovering chanigeits largest cost — the cost of

fuel and purchased power.

Mr. Rush also opine8 the Commission should not accept OPC’'s FAC
proposal because the FAC tariff sheets of Kansas @i Power & Light
Company (“KCPL”), Union Electric Company d/b/a/ Ameren Missouri
(“Ameren Missouri”) and Empire are generally identical to what GMO has
proposed. Is this a reason for the Commission tooh accept OPC’s FAC

proposal?

®|d, page 10 lines 20 through 21
Id, page 11, line 2
8|d, page 11, lines 22 through 23
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A.

No, it is not. GMO is asking for many coststthge not included in the FACs of
KCPL, Ameren Missouri, and Empire or even recordadGMO’s current FAC
tariff sheet. If GMO truly believed that the Conssion should follow the FAC
tariff sheets of the other utilities for GMO, it wid not be asking for recovery of
all of its SPP costs through its FAC and it woutd be asking for FERC costs to
pass through its FAC.

Each of the Missouri investor-owned electricitiéis is different. Their
operating characteristics are different. GMO pasds more spot market power
than the other utilities. Although the majority Bmpire’s customers live in
Missouri, Empire has customers in four states. vemé/lissouri is a member of a
different RTO than the other three utilities. Isthial customers use a greater
percentage of the energy produced for KCPL's Migsqurisdiction than the
industrial customers of the other electric utiBtieWhile OPC supports FAC tariff
sheets that use similar terminology, each eleatility’'s FAC should be different
just as our Missouri electric utilities are diffate

In addition, the FAC tariff sheets have evolved aontinue to evolve since
GMO was first granted an FAC. Attached to thiditesny as Schedule LM-S-1 is
GMO'’s original FAC tariff sheets approved by then@oission and Schedule LM-
S-2 is the exemplar tariff sheets GMO is proposirggCommission approve in this
case. The original FAC was described on just fatif sheets. GMQO'’s proposed
FAC takes 12 tariff sheets to describe. Whildftaheets should be a guideline, the
Commission should not use other utility’s tarifesks as the guiding principle of for
determining GMO'’s FAC.

Mr. Rush states that freeze and dust treatmenteave been included in prior

FACs without questior? and it is not appropriate to now exclude these cts

°|d, page 12, lines 13 through 17
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because they are “associated with fuelt® Is that a good reason to continue
to include these costs?

No, it is not. These are costs that GMO inciarggenerate energy. However,
Section 386.266.1 RSMo limits the costs that cambkided in the FAC to fuel
and purchased power costs including transportat®ection 386.266.1 RSMo does
not include “costs associated with fuel.” In adbhf including these costs
unnecessarily complicates the FAC and therefoer®féss transparency. For these

reasons freeze and dust treatment costs shoulnotluded in GMO’s FAC.

Mr. Rush believes the Commission should allow & adders/additives in
GMO's FAC because the costs are “necessary”™ Does the fact that these
costs are necessary make them fuel commodity, purabed power or
transportation of fuel or purchased power costs?

No. There are numerous costs that are necessai@MO to provide service.
However Section 386.266.1 RSMo limits the costs #ne allowed to be included
an FAC to fuel and purchased power costs, inclutfengsportation. These costs are
not fuel and purchased power costs (including pariation) and therefore should
not be included in GMO'’s FAC.

Mr. Rush seems to believe that OPC’'s recommende@AC would exclude

start-up fuel cost’? Is this accurate?

No. OPC recommends fuel commodity and the frartation of that fuel be
included in GMQO’s FAC. Therefore, the FAC propodad OPC includes the

commodity cost of start-up fuel and the cost totigat fuel to the generating plant.

191d, page 18, lines 12 through 15
1d, page 12, lines 15 through 17
21d, page 12, lines 17 through 18
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Q.

Mr. Rush states he believes FAC tariff sheets ke become more complex
because OPC has insisted that all costs be expligitisted on the FAC tariff
sheets?® Is he accurate in his belief?

No. He is correct that the initial GMO FAC wasscribed on fewer sheets than the
current FAC tariff sheets as can be seen in ScaediM-S-1 and LM-S-2 attached
to this testimony. However, his belief regardinigyvthe tariff sheets have become

much more complex is incorrect.

Would you please explain why the FAC tariff shes have become more

complex?

Yes. As | explained in my direct testimony oage 16 and Mr. Rush also
referenced in his rebuttal testimony on page 1&rettwas confusion regarding
how off-system sales were to be treated in GMQ RAC true-up case, EO-2009-
0431. After this case, Staff realized that the tbesy to avoid such

misunderstandings in the future was to provide tgredetail in the FAC tariff

sheets.

The importance of clearly understanding whandduded in an FAC was
again demonstrated in the Ameren Missouri prudenckt case (EO-2010-0255)
with respect to what revenues should be includetiiarAmeren Missouri rate
case (ER-2012-0166) with respect to what transomnssosts were to be included
in its FAC. There was also a difference of intetption of tariff language
between Staff and GMO in EO-2011-0390 regardingtvileaging costs could be
included.

Because of all of these cases, Staff began ragumore detail in tariff
sheets to reduce confusion and then Staff movedrtiswusing similar terminology

and acronyms across the FACs of the Missouri étadtifities. **

31d, page 12, line 20 through page 13 line 4
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Q.

Is Mr. Rush correct when he states OPC insistethat all costs be explicitly
listed on the tariff sheets%

No, he is incorrect. For the reasons outlingolva, Staff began working with all the
electric utilities to explicitly list costs and mwes included in each utility’'s FAC in
its FAC tariff sheets to reduce confusion for FA&er changes, true-ups, and
prudence audits. However, since becoming employe®RC, | have had the
opportunity to dig even deeper into the costs avenues that the electric utilities
are including in their FACs. This has led to dépancies such as | pointed out in
my direct testimony in this case, which in turn hesulted in more details being
included in the FAC tariff sheets.

Has the Commission issued an order regarding thexplicit identification on
FAC tariff sheets of the costs included in an FAC?

Yes. In the KCPL rate case, ER-2014-0370, tben@ission stated that “the FAC
tariff sheets should identify costs and revenueBERC account and subaccoutft”.
Later in thatReport and Orderthe Commission goes on to say “[ijncluding an
appropriate description of these terms would enEli}€L to operate and Staff to
audit the FAC correctly™

Mr. Rush argues an FAC should include costs nahcurred and not expected
to be incurred and revenue types not received andoh expected to be
received!® Has this issue been presented to the Commissiam any other

case?

14 At this time | was Manager of the Energy Departhadrihe Missouri Public Service Commission Staff.
One of my responsibilities was to oversee the #iets/of Staff with regard to FACs.

!> Rebuttal testimony of Tim M. Rush, page 13, liemnd 3

' Report and Orderpage 31

7 page 38

18 Rebuttal testimony of Tim M. Rush, page 20, li@ekrough 6

10
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A. Yes. OPC presented similar evidence of KCPLlrgsto include costs that it does
not incur and does not expect to incur and reveagpes not received and not
expected to be received in the recent KCPL caseiomed above.

Q. What was the Commission’s determination regardig the inclusion in an
FAC of costs not incurred and revenues not receivéd

A.  InitsReport and Ordein ER-2014-0374 the Commission statéd:

KCPL argues that the FAC should include all costs sevenues
relating to net fuel and purchased power coststhaner not they
are currently being incurred. However, allowing ewncost or
revenue to flow through an FAC is a modificationthat FAC,
which under Section 386.266, RSMo, only the Comimskas the
authority to modify. It is the Commission that skibunake the
determination as to what costs or revenues shéaudthrough the
FAC, not the electric utility. An exception to thisould be
insurance recoveries, subrogation recoveries antilersent
proceeds related to costs and revenues includethenFAC
because such revenue increases are likely the tresul
circumstances that alreadyaused additional costs or reduced
revenues in the FACThe Commission concludes that the FAC
should not include costs and revenues that KCPL isot
currently incurring or receiving, other than insurance
recoveries, subrogation recoveries and settlementrgreeds
related to costs and revenues included in the FAGemphasis
added)

Q. Should Mr. Rush have been aware of the Commissis order in this rate
case?

A. Yes. He was the KCPL witness sponsoring thabéishment of an FAC for KCPL
in ER-2014-0370. The Commission Order in ER-203460 was issued on
September 2, 2015 - less than six months priorrtdRdsh filing direct testimony in
this case, ER-2016-0156.

¥ page 40

11
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Q. Mr. Rush includes in his testimony the words “acounts naturally included in
the FAC.”?° Are you aware of any accounts naturally includedn an FAC?

A. This is the first time that | have seen the veohaaturally included” with respect to
any FAC. Because | have not seen these wordswitfedespect to an FAC, | sent
data request 8035 asking for a definition of “nallyrincluded” as it is used in Mr.
Rush’s rebuttal testimony. | also asked GMO tovjpl® a list of each and every
account “naturally included” in an FAC. This datguest and response is provided

as Schedule LM-S-3 to this testimony.

Q. What was GMO'’s response to your data request?

A. The response provided by Kristy Erck of the KCRé&gulatory Affairs group for
GMO was “[n]aturally include as used here meanstwhaneans in normal
conversation.” In addition to not providing a ahtiion of this term, GMO did not
provide a list of accounts but instead referenc®tD& current FAC tariff sheets

and its proposed FAC tariff sheets.

Q. What would be your definition of costs that shold be naturally included in
an FAC?

A. The basic definition of costs to be includedhe FAC is found in Section 386.266
RSMo as “fuel and purchased power costs, inclutiagsportation.” If | had to
give a definition of costs naturally included it wd be the costs that OPC has
recommended be included in GMO’s FAC and none ketybat. OPC expanded
its recommendation to include off-system sales megesince it is difficult to
determine the fuel costs to make off-system sadgsrate from the fuel costs to

meet native load.

Q. Are there “accounts” that would fit your definition?

A. No there are not.

20 Rebuttal testimony of Tim M. Rush, page 14, @ 5
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Q.
A.

Does Section 386.266.1 RSMo provide accounts tla@e allowed in the FAC?

No, it does not. It refers to costs not acceunt

Mr. Rush states that reducing the number and typs of costs and revenues in
an FAC defeats the purpose of an FAG* Would you respond to this
statement?

The purpose of an FAC is to allow electric tig to reflect increases and decreases
in its prudently incurred fuel and purchased poegsts, including transportation in
rates outside general rate proceedings. OPC’'smmemdation which would limit
GMO'’s FAC to costs listed in Section 386.266 RSMtilfs the purpose of the
statute. Consumer protections included in Sec886.266 RSMo require the
Commission to first determine if GMO should be ai#al an FAC and then to
determine the costs and revenues to be includédi@’'s FAC. In this case, OPC
is recommending the Commission protect consumerseslyicting the costs and
revenues included in GMQO'’s FAC to be consistenh\8iection 386.266 RSMo.

How do you respond to Mr. Rush’s statement thateducing the number of
costs and revenues in the FAC causes GMO to loseethpportunity to use the
mechanism effectively?

Reducing the number of costs and revenues ifAt@results in an FAC that is true
to the statute, is transparent to all parties,raddces the opportunity for the utility
to manipulate the FAC mechanism to include non-arel non-purchased power
costs. Nothing in OPC’s recommendation would tesul GMO losing the
opportunity to use the adjustment mechanism alloedstatute effectively. It
would, however, reduce the opportunity for costseancluded that are not fuel and

purchased power, including transportation.

2|d, page 14 line 4
22|d, page 14 lines 10 through 13

13



Surrebuttal Testimony of
Lena M. Mantle
Case No. ER-2016-0156

© 00 N O o B~ W N Bk

e
= O

12
13
14
15

16
17
18
19
20
21
22
23

24

25
26
27
28
29

Q.

Does Mr. Rush provide any testimony that leadsou to believe that GMO
may try to manipulate the FAC to include costs notordered by this
Commission?

Yes. Beginning on page 15 line 21 through pEgéne 4, Mr. Rush states that the
goal should not be to reduce cost types includedar-AC. He goes on to say that,
if GMO was required to reduce the cost types irFAC, it would lose the detall
necessary to manage its company. | am not sutlyexdnat he means but | read it
as GMO would reduce the number of subaccountscbrds costs in if the
Commission ordered fewer costs to be included enRAC. As a result of doing
away with subaccounts, GMO would not know what \washe Federal Energy

Regulatory Commission (“FERC”) accounts of its b&ok

Does the Uniform System of Accounts (“USOA”) regired by Commission
rule 4 CSR 240-20.030 provide any guidance as toethdetail electric utility
costs must be recorded?

Yes. Instruction 2.A. of the General Instruosmf the USOA states:

Each utility shall keep its books of account, aldother books,
records, and memoranda which support the entrisadgh books of
account so as to be able to furnish readily futbimation as to any
item included in any account. Each entry shall uggosrted by such
detailed information as will permit ready ident#imon, analysis, and
verification of all facts relevant thereto.

A reduction in accounting detail alluded to by NRush would be inconsistent with

USOA Instruction 2 noted above.

Are you aware of any other actions by GMO thateads you to believe that
GMO may try to manipulate the FAC to include costsnot ordered by this
Commission?

Yes. In a recent meeting with GMO regarding tiwsts it was requesting be

included in its FAC, GMO revealed that it was “ssdifying” costs from FERC
14
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account 502 to FERC account 501 so that if the Cissiom approved the FAC it is
proposing, GMO would recover changes in those ¢hetsigh its FAG?

Mr. Rush states you used the GMO prudence auddase EO-2011-0390 as an
indicator that fewer costs should allowed through le FAC2?* Is this a
correct representation of your testimony?

No. | used the case as a documented exampterdgtision regarding what was
actually included in GMO’s FAC.

Does the fact that the Commission did not agreeith Staff's allegations in
EO-2011-0390 demonstrate including fewer costs in NBO's FAC is not
needed as implied by Mr. Rush?

No. The GMO’s prudence case was not about timaber of costs included in
GMO’s FAC. However, it does demonstrate the cdofusegarding what was
included in GMO’s FAC was great enough to requifeearing and a Commission
determination. If the FAC tariff sheets were claad all parties understood what

was included in GMO'’s FAC, a hearing would not hbeen necessary.

Mr. Rush states that to his knowledge Staff hasever indicated a lack of
transparency in the design or the operation of GMO§ FAC?® Are you aware
of any indications of lack of transparency in GMO’sFAC?

Yes. As described in my direct testimony, thstftrue-up of GMO’s FAC in case
EO-2009-0431 revealed confusion regarding the casts revenues included in
GMO’s FAC. The GMO FAC prudence case, EO-2011-038@ealed confusion
regarding the inclusion of hedging costs in GMOACE As | described in my

direct testimony, GMO even seems confused regasivgg is included in its FAC

% Mantle Direct, page 15

24 Rebuttal testimony of Tim M. Rush, page 15, litéshrough 18
%|d, page 15, lines 16 through 18

%|d, page 16, lines 13 through 14
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now. All of these are indications that there itaek of transparency in GMQO’s
FAC.

Mr. Rush implies that OPC recommending the Comnssion pick and choose
which fuel and purchased power costs should be_exded from GMO’s
FAC.?’ Is this an accurate description of OPC’s recommedation?

No. OPC is recommending the Commission expjiaitttermine what costs and
revenues are _includeth GMO’s FAC as Section 386.266 RSMo requires the

Commission to do.

Should costs that are similar to other costs imgded in the FAC be included
in the FAC as proposed by Mr. Rush?®

No. Only fuel and purchased power costs, indgdtransportation costs as
provided in Section 386.266.1 RSMo should be inetudnh the FAC. If the
Commission goes down the path of including costslai to other costs in the
FAC, eventually all of GMQO’s costs to serve itstomsers could flow through the
FAC.

Mr. Rush states that the level of detail OPC expsses an interest in
regarding the definition of the costs and revenue&MO is requesting be
included in its FAC imposes a burdensome requiremeéron GMO that is in
fact not required by the Code of State Regulatior? Is this accurate?

No. The Commission FAC minimum filing rule, fodi in the Code of State
Regulation, requires the electric utility requegtism modification of an FAC to
provide a complete explanation of all costs it eguesting be included in its
FAC.2® In the FAC minimum filing rulemaking docket (EX3@6-0472), Ameren

"|d, page 16, lines 16 through 18
% |d, page 18, line 18

#d, page 19 line 19

304 CSR 240-3.161(3)(H)
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Missouri (then known as AmerenUE) stated a consamilar to the assertion that
Mr. Rush is making. The Commission, it Ksal Order of Rulemakingrovided
guidance on what it intended the electric utilitiedile:

COMMENT: AmerenUE opposes the use of the word "detep
in subsections (1), (2) and (3), which contain tfikng
requirements of the rule, for example, a requirdnterprovide a
"complete explanation” or a "complete descriptioArherenUE
seeks to change "complete" as it appears througiheutule to
"reasonable ." AmerenUE asserts that "complete'nséperfect,”
and that perfection is neither an appropriate stethtb include in a
rule nor the intent of the drafters . PSC Stafadiges, and asserts
that the rule should require a "complete” explamawf the data
provided.

RESPONSE: The Commission agrees that perfectioeitber an
appropriate standard to include in a rule nor thent of the
drafters. However, the Commission disagrees thaimjdete"
means "perfect.By using "complete" the Commission means
that which includes every explanation and detail toallow a
decision-maker to evaluate the response fully andnoits face,
without forcing it to resort to asking for additional
explanations, clarification or documentation to re&h a
decision."Complete” means "not lacking in any material sxtp
which is a reasonable standard for filings. Moreptee purpose
of the rule is to alert requesting parties of tleewmentation and
information necessary for the Staff to review amat fthe
Commission to approve a rate adjustment mechanRAM|
within the allotted time for a general rate cadeintomplete
information is provided, the entities reviewing ttiecumentation
would be required to request further detail in ordeevaluate the
proposed RAM. The Commission finds that "complésethe most
appropriate  word to convey the amount of infornmatior
documentation that is required for review. Therefano change
will be made. (emphasis added)

A quick review of the definitions of the costs GM®requesting be included in
its FAC provided by Mr. Rush in Schedule TMR-1 g Hirect testimony in this

case (ER-2016-0156) shows that the definitionsidesl’are not explanations that
17



Surrebuttal Testimony of
Lena M. Mantle
Case No. ER-2016-0156

~N o o~ WON P

o

10
11
12
13

14
15
16
17
18
19
20
21
22
23

provide a clear understanding of the costs that GM@questing be included in
its FAC. My direct testimony provides examplesrmomplete definitions.

So the “burden” placed on GMO to provide complégdinitions is not
from OPC but rather it is from the Commission itselt is a “burden” that the
Commission felt was appropriate for an electriclitytithat is asking the
Commission to move the risk of cost recovery of fured purchased power from

the electric utility to the utility’s customers.

Would you summarize Mr. Rush’s position regardirg OPC’s proposed 90/10

sharing mechanism?%*

Mr. Rush disagrees with a change from the curé&t incentive mechanism for
two reasons: 1) other electric utilities that GM@mpetes with for capital get to
recover 100% of fuel costs and 2) customers shoeddive 100% of any fuel

savings and GMO should recover 100% of its fuel tuseases.

With respect to other electric utilities recoveing 100% of their fuel costs, are
the fuel cost recovery mechanisms of all electrictilities the same?

No. This is evident in the brief descriptionstbe fuel recovery mechanisms of
different utilities provided in Schedule TMR-1 afted to Mr. Rush’'s direct
testimony in the recent KCPL ca¥e Some utilities get to recover changes in costs
immediately. Some utilities only get to changeesatiue to fuel costs annually.
This schedule reports that one utility only getsagoover 90% of the increases in
fuel costs. Therefore, while it is true that othtities GMO competes with for
capital have mechanisms to recover fuel costs legtwate cases, these mechanisms

are not the same for all the utilities.

31 Rebuttal testimony of Tim M. Rush, page 16 linet2@ugh page 17 line 14
32 Case No. ER-2014-0370, Exhibit 134(HC)
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Q.

Would you respond to Mr. Rush’s assertion that gstomers should receive
100% of any cost savings and GMO should get recowenf 100% of all fuel
costs increases?

Yes. Mr. Rush is ignoring removal of an inceetior the electric utility to affect
its fuel and purchased power costs. If GMO kndwe tt will be able to recover
100% of the increases in costs that the Commisgiiows in the FAC, the only
incentive for efficiency is a prudence audit. T@emmission has found a
prudence audit is not enough incentive for thatutib efficiently manage its fuel
and purchased power costs. The Commission, iRegort and Ordelin ER-
2007-0004, the rate case in which it first allowg®O (then Aquila) an FAC,
found:

While the Commission believes Aquila should be givihe
opportunity to recover its prudently incurred fumsts, it also
agrees with Mr. Johnstone and Ms. Brockway thaaftBr-the-fact
prudence reviews alone are insufficient to assucpila will
continue to take reasonable steps to keep its&nél purchased
power costs down; and 2) the easiest way to erssutity retains
the incentive to keep fuel and purchased powerscdswn is to
allow less than 100% pass through of those costmtnpote
omitted)

The Commission, in every electric utility rate casece that case in which it

approved an FAC, has included an incentive mechmttie FAC.

With OPC’s proposal would there be an opportuniy for GMO to recover
more than 100% of its actual FAC costs and revenu@s

Yes. As | explained in my direct testimotiydeclining costs, whether effectuated
by management decision or market prices, wouldltr@assMO recovering more
than 100% of its actual fuel and purchased powstsdbthe Commission adopts a

sharing mechanism. The sharing mechanism recormeddndOPC would provide
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a greater incentive for GMO to reduce fuel and pased power costs than the

current 95/5 sharing mechanism.

As a representative of the customers, why is OP@greeable with the
customers receiving less than 100% of the fuel sangs?

Absent an FAC, the customers would see nonaefuel savings. With and FAC
with no sharing mechanism, all of the risk of fluating prices falls on the
customers who have even less influence on fuelpamdhased power costs than
GMO does. No sharing mechanism also allows cagtgalinefficient practices by
GMO to be passed on to customers and only if [gacé@ prove imprudence would
these increased costs be returned to the custoriées.90/10 sharing mechanism
recommended by OPC provides a balance betweenemumstery risk and efficient

management.

SURREBUTTAL OF GMO WITNESS BURTON L. CRAWFORD - FAC

Q.

Would you summarize the rebuttal testimony of M. Crawford with respect

to OPC’s recommended FAC?

Mr. Crawford describes Southwest Power Pool P3Related charges and credits
for ancillary services and then give the ratiortaése should be included in GMO'’s

FAC because they are “an element of purchased pmséi**

What is your response to Mr. Crawford’s testimory regarding ancillary
services?

Section 386.266.1 RSMo allows the Commissiomgrant an FAC for purchased
power costs. Previously | have discussed how ldarie utilities, as noted in the
Commission Report and Order in the Ameren Missoateé case ER-2014-0258,

3 Direct testimony of Lena M. Mantle, page 24
34 Rebuttal testimony of Burton L. Crawford, pagdise 6 and 7
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have attempted to redefine purchased power as apmgnt the electric utility
makes to its regional transmission organizationTCR for each megawatt-hour of
energy used by its customers. The Commission basactepted this point of
view® Mr. Crawford attempts to redefine “ancillary dees” as “purchased
power” so costs may be passed through GMO’s FAQ dhieugh this too is

improper.

What is OPC’s recommendation regarding recoveryof SPP related charges
and credits for ancillary services?

OPC recommends that these costs and creditecheled in GMO’s cost-of-service
but notas a part of GMO’s FAC.

Why should these costs not be included in GMOBAC?

These are cost and credits necessary for GM@dweide service to its customers.
Absent being a member of a RTO, GMO would be reguito meet similar
requirements to maintain reliability of its systenfihe fact that these services are
now provided through SPP, and SPP charges GMOhé&set services, does not
make the services “purchased power.” Just as timen@ission did not fall prey to
the deception that transactions with RTO’s for #bectric utilities’ loads were
purchased power, it should not fall prey to thisliadnal attempt to change the

definition of purchased power and allow ancillapgts and credits in GMO’s FAC.

If GMO was not part of the SPP, would OPC recomrand inclusion of these
costs in GMO'’s FAC?

Only the the fuel costs of any generation pldw@t was running but not at its
maximum output, or “spinning reserve” as definedMry Crawford>® Likewise,

only fuel costs associated with load balancingreff@regulating reserves) would be

% ER-2014-0258, Report and Order, page 115
%d, page 2, lines 1 through 3
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included in an FAC. Costs of keeping a generatady to be started quickly for
events, such as the unexpected loss of an ondinergtor as non-spinning reserve,

would not be included in an FAC because no fudlscaxe incurred for this.

Would OPC’s recommended FAC exclude costs of fuér spinning reserve
and load balancing services GMO provides to SPP?
No, it would not. These are fuel costs and #&hbe included in GMO’s FAC.

SURREBUTTAL OF GMO WITNESS CRAWFORD - CROSSROADS

Q.

> O

What is Mr. Crawford’s basis for his rebuttal of OPC’s recommendation
that inclusion of Crossroads costs be found imprude?

Mr. Crawford basis is resource planning analgsisducted in 2007"

Is it OPC’s position that the analysis Mr. Crawbrd describes conducted by
GMO in 2007 was inaccurate or unreasonable?
OPC has no position on the adequacy of GMO’s728falysis. It is irrelevant to

the issue of the prudence of including CrossroadsMO'’s rate base.

Why?

As | explained in my direct testimony, there Hasen a series of imprudent
decisions regarding capacity for GMO since 20a3s Aquila’s decision in 2003
to rely on purchased power that is critical. Resewecisions impact the cost of
providing electricity to customers for decades. @M customers should not have

to pay for Aquila imprudent decision for the lifeas of that decision.

Mr. Crawford states that OPC has not explained ay other option GPE
should have taken in 2008 so there is no basis tonclude GPE and GMO

was imprudent®® How do you respond to this statement?
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It is not OPC’s responsibility to provide optenDoing so would lead to
micromanagement; a position OPC avoids. Aquila enasl decision in 2003
regarding how to meet its customers’ needs. atadfOPC had very limited input
and oversight of Aquila’s resource planning procasthat time. | was with Staff
when Aquila was warned that relying on purchasedgragreements was not in
the best interest of its customers. | have filedtimony in numerous cases
regarding Aquila and GMO’s 2003 resource plan. Ewen these types of
decisions were and still are the electric utilitgtscisions. According the Court of
Appeals, OPC’s role is to “create a serious doubttaathe prudence of the
expenditure®*  According to that same ruling, GMO “has the laumrdof

dispelling these doubts and proving the questiopeediture to have been
prudent.” Providing a resource analysis from aetwther than when the decision
was made is a red herring and does not dispel daubprove the decision was

prudent when it was made in 2003.

Does this conclude your surrebuttal testimony?

Yes, it does.

3"1d, page 3 line 18

*1d, pg 7 lines 8 and 9

¥State ex rel. Associated Natural Gas Co. v. Pubdiovice Com’n of State of Me4
S.W.2d 520, 528-29 (Mo. App. W.D., 1997)
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Aquila, Inc., dba
AQUILA NETWORKS For All Territory Served by Aquila Networks — L&P and Aquila Networks — MPS
KANSAS CITY, MO 64138

FUEL ADJUSTMENT CLAUSE
ELECTRIC )

DEFINITIONS

ACCUMULATION PERIQD:
The two six-month accumulation periods each year through May 31, 2011, the two
corresponding twelve-month recovery periods and filing dates will be as follows:

Accumulation Period Filing Date Recovery Period
June — November By January 1 March — February
December — May By July 1 September — August

RECOVERY PERIOD:
The billing months during which the Cost Adjustment Factor (CAF) for each of the respective
accumulation periods are applied to retail customer billings on a per kilowatt-hour (kWh) basis.

COSTS:
Costs eligible for Fuel Adjustment Clause (FAC) will be the Company’s allocated variable
Missouri Jurisdictional costs for the fuel component of the Company’s generating units,
purchased power energy charges, and emission allowance costs. Eligible costs do not include
the purchased power demand costs associated with purchased power contracts.

APPLICATION

The price per kWh of electricity sold will be adjusted subject to application of the FAC
mechanism and approval by the Missouri Public Service Commission. The price will reflect
accumulation period Missouri Jurisdictional costs above or below base costs for:

1 variable fuel components related to the Company’s electric generating plants;
2. purchased power energy charges;
3. emission allowance costs;

4, an adjustment for recovery period sales variation. This is based on the difference
between the values of the FAC as adjusted minus actual FAC revenue during the
recovery period. This amount will be collected or refunded during a succeeding recovery
period;

5. interest on deferred electric energy costs, which shall be determined monthly. Interest

shall be calculated at a rate equal to the weighted average interest rate paid on short-
term debt, applied to the month-end balance of deferred electric energy costs. The
accumulated interest shall be included in the determination of the CAF.

The FAC will be the aggregation of (1), (2), (3), minus the base cost of fuel, all times 95%, plus
or minus (4), plus (5), above.

The Cost Adjustment Factor is the result of dividing the FAC by estimated kWh sales during the
recovery period, rounded to the nearest $.0001, and aggregating over two accumulation .
periods. The formula and components are displayed below.

Issued: June 18, 2007 Effective: July 18, 2007
Issued by: Gary Clemens, Regulatory Services Schedule LM-S1
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FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC

FAGsec = {[95% * (F + P + E —B)] * {(Sasec * Lsec) / [(Sasec * Lsec) + (Sarrim * Leim)I}} + Csec
FACpim = {[95% * (F + P + E = B)] * {(Sapim * Lrim) / [(Sasec * Lsec) + (Sapdm * Leam)]}} + Ceiim
The Cost Adjustment Factor (CAF) is as follows:

Single Accumulation Period Secondary Voltage CAF = FACsec / Srsec
Single Accumulation Period Primary Voltage CAF = FACpim / Sreim

Annual Secondary Voltage CAF =
Aggregation of the Single Accumulation Period Secondary Voltage CAFs still to be recovered

Annual Primary Voltage CAF =
Aggregation of the Single Accumulation Period Primary Voltage CAFs still to be recovered

Where:
FACsec = Secondary Voltage FAC
FACpim = Primary Voltage FAC
95% = Customer responsibility for fuel variance from base level

F = Actual variable cost of fuel in FERC Accounts 501 & 547

P = Actual cost of purchased energy in FERC Account 555

E = Actual emission allowance cost in FERC Account 509

B = Base variable fuel costs, purchased energy, and emission allowances are
calculated as shown below:
Aquila Networks — L&P S, x $0.01799
Aquila Networks — MPS S, x $0.02538

C = Under / Over recovery determined in the true-up of prior recovery period cost,
including accumulated interest, and modifications due to prudence reviews
Csec = Lower than Primary Voltage Customers
Ceim = Primary and Higher Voltage Customers

Sa = Actual sales (kWh) for the accumulation period
Sasec = Lower than Primary Voltage Customers
Sarim = Primary and Higher Voltage Customers

Sk = Estimated sales (kWh) for the recovery period
Srsec = Lower than Primary Voltage Customers
Sreim = Primary and Higher Voltage Customers

L= Loss factor by voltage level
Lsec =  Lower than Primary Customers
Lrim =  Primary and Higher Customers

Issued: June 18, 2007 Effective: July 18, 2007
Issued by: Gary Clemens, Regulatory Services Schedule LM-S1
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FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC

The FAC will be calculated separately for Aquila Networks — L&P and Aquila Networks — MPS
and by voltage level, and the resultant CAF’s will be applied to customers in the respective
divisions and voltage levels.

APPLICABLE BASE ENERGY COST

Company base energy cost per kWh sold, $0.01799 for Aquila Networks — L&P, and $0.02538
for Aquila Networks — MPS.

TRUE-UPS AND PRUDENCE REVIEWS

There shall be prudence reviews of costs and the true-up of revenues collected with costs
intended for collection. FAGC costs collected in rates will be refundable based on true-up results
and findings in regard to prudence. Adjustments, if any, necessary by Commission order
pursuant to any prudence review shall also be placed in the FAC for collection unless a .
separate refund is ordered by the Commission. True-ups occur at the end of each recovery
period. Prudence reviews shall occur no less frequently than at 18 month intervals.

Issued: June 18, 2007 Effective: July 18, 2007
| d by: Gary Clemens, Regulatory Services
Selel fys ey iem 9 i Schedule LM-S1
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1

Canceling P.S.C. MO. No.

Aquila, Inc., dba

Original Sheet No.
Sheet No.

127

AQUILA NETWORKS For All Territory Served by Aquila Networks — L&P and Aquila Networks — MPS

KANSAS CITY, MO 64138

FUEL ADJUSTMENT CLAUSE (CONTINUED)

ELECTRIC
COST ADJUSTMENT FACTOR
Aquila Networks — L&P Total Secondary Primary
Accumulation Period Ending mm/dd/yy
1 Total energy cost (F, P, and E) $0
2 Base energy cost (B) $0
3 First Interim Total $0
4 Base energy (Sa ) by voltage level 0 0
4.1 Loss factors (L) * 108.443% | * 106.231%
4.2 S5 adjusted for losses 0 0
4.3 Loss factor weights * 00.000% | * 00.000%
5 Customer Responsibility 95%
6 Second Interim Total by voltage level $0 $0 $0
7 Adjustment for Under / Over recovery for x $0 | £ $0
prior periods (C)
8 Fuel Adjustment Clause $0 $0
9 Estimated recovery period sales kWh (Sg) # 0|+ 0
10 Current period cost adjustment factor $0.0000 $0.0000
11 Previous period cost adjustment factor + $0.0000 | + $0.0000
12 Current annual cost adjustment factor $0.0000 $0.0000
Aquila Networks — MPS Total Secondary Primary
Accumulation Period Ending mm/dd/yy
1 Total energy cost (F, P, and E) $0
2 Base energy cost (B) $0
3  First Interim Total $0
4 Base energy (Sa ) by voltage level 0 0
4.1 Loss factors (L) % 107.433% | * 104.187%
4.2 S, adjusted for losses 0 0
4.3 Loss factor weights * 00.000% | * 00.000%
5 Customer Responsibility 95%
6 Second Interim Total by voltage level $0 $0 $0
7 Adjustment for Under / Over recovery for & $0 | $0
prior periods (C)
8 Fuel Adjustment Clause $0 $0
9 Estimated recovery period sales kKWh (Sgr) + 0]+ 0
10 Current period cost adjustment factor $0.0000 $0.0000
11 Previous period cost adjustment factor i $0.0000 | + $0.0000
12 Current annual cost adjustment factor $0.0000 $0.0000

Issued: June 18, 2007
Issued by: Gary Clemens, Regulatory Services

Effective: July 18, 2007
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Canceling P.S.C. MO. No. 1 Revised Sheet No.___127.1
KCP&L Greater Missouri Operations Company For Missouri Retail Service Area

KANSAS CITY, MO

FUEL ADJUSTMENT CLAUSE — Rider FAC
FUEL AND PURCHASED POWER ADJUSTMENT ELECTRIC
(Applicable to Service Provided Effective Date of Rate Tariffs for ER-2016-0156 and Thereafter)

DEFINITIONS
ACCUMULATION PERIODS, FILING DATES AND RECOVERY PERIODS:

An accumulation period is the six calendar months during which the actual costs and revenues
subject to this rider will be accumulated for the purposes of determining the Fuel Adjustment
Rate (“FAR"). The two six-month accumulation periods each year through January 21, 2021,
the two corresponding twelve-month recovery periods and the filing dates will be as shown
below. Each filing shall include detailed work papers in electronic format to support the filing.

E I I- E = | 2 Elln D l B E " I
June — November By January 1 March — February
December — May By July 1 September — August

A recovery period consists of the months during which the FAR is applied to customer billings
on a per kilowatt-hour (kWh) basis.

COSTS AND REVENUES:
Costs eligible for the Fuel and Purchased Power Adjustment (“FPA”) will be the Company’s
allocated Jurisdictional costs for the fuel component of the Company’s generating units,
purchased power energy charges including applicable Southwest Power Pool (“SPP”) charges,
emission allowance costs and amortizations, cost of transmission of electricity by others
associated with purchased power and off-system sales, and the costs described below
associated with the Company’s hedging programs - all as incurred during the accumulation
period. These costs will be offset by jurisdictional off-system sales revenues, applicable SPP
revenues, and revenue from the sale of Renewable Energy Certificates or Credits ("REC").
Eligible costs do not include the purchased power demand costs associated with purchased
power contacts in excess of one year. Likewise revenues do not include demand or capacity
receipts associated with power contracts in excess of one year.

APPLICABILITY
The price per kWh of electricity sold to retail customers will be adjusted (up or down)
periodically subject to application of the Rider FAC and approval by the Missouri Public
Service Commission (“MPSC” or “Commission™).
The FAR is the result of dividing the FPA by forecasted Missouri retail net system input (“Sge”)
for the recovery period, expanded for Voltage Adjustment Factors (“VAF"), rounded to the
nearest $.00001, and aggregating over two accumulation periods. The amount charged on a
separate line on retail customers’ bills is equal to the current annual FAR muitiplied by kWh

billed.
Issued: February 23, 2016 Effective: March 24, 2016
Issued by: Darrin R. lves, Vice President 1200 Main, Kansas City, MO 64105
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FUEL ADJUSTMENT CLAUSE - Rider FAC
FUEL AND PURCHASED POWER ADJUSTMENT ELECTRIC
(Applicable to Service Provided Effective Date of Rate Tariffs for ER-2016-0156 and Thereafter)

FORMULAS AND DEFINITIONS OF COMPONENTS
FPA = 95%*((ANEC-B)*J)+T+I1+P

ANEC = Actual Net Energy Costs = (FC +E + PP + TC - OSSR —R)

FC = Fuel Costs Incurred to Support Sales:
The following costs reflected in Federal Energy Regulatory Commission ("FERC?)
Account Number 501:
Subaccount 501000: coal commodity and transportation, side release and freeze
conditioning agents, dust mitigation agents, accessorial charges as delineated in
railroad accessorial tariffs [additional crew, closing hopper railcar doors, completion
of loading of a unit train and its release for movement, completion of unloading of a
unit train and its release for movement, delay for removal of frozen coal, destination
detention, diversion of empty unit train (including administration fee, holding charges,
and out-of-route charges which may include fuel surcharge), diversion of loaded coal
trains, diversion of loaded unit train fees (including administration fee, additional
mileage fee or out-of-route charges which may include fuel surcharge), fuel
surcharge, held in transit, hold charge, locomotive release, miscellaneous handling of
coal cars, origin detention, origin re-designation, out-of-route charges (including fuel
surcharge), out-of-route movement, pick-up of locomotive power, placement and
pick-up of loaded or empty private coal cars on railroad supplied tracks, placement
and pick-up of loaded or empty private coal cars on shipper supplied tracks, railcar
storage, release of locomotive power, removal, rotation and/or addition of cars,
storage charges, switching, trainset positioning, trainset storage, and weighing],
applicable taxes, natural gas costs, alternative fuels (i.e. tires, bio-fuel), fuel quality
adjustments, fuel hedging costs, fuel adjustments included in commodity and
transportation costs, broker commissions and fees (fees charged by an agent, or
agent's company to facilitate transactions between buyers and sellers) and margins
(cash or collateral used to secure or maintain the Company’s hedge position with a
brokerage or exchange), oil costs for commodity, propane costs, storage, taxes, fees,
and fuel losses, coal and oil inventory adjustments, and insurance recoveries,
subrogation recoveries and settlement proceeds for increased fuel expenses in the
501 Accounts.
Subaccount 501020: the allocation of the allowed costs in the 501000, 501300, and
501400 accounts attributed to native load;
Subaccount 501030: the allocation of the allowed costs in the 501000, 501300, and
501400 accounts attributed to off system sales;
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FORMULAS AND DEFINITIONS OF COMPONENTS (continued)
Subaccount 501300: fuel additives and consumable costs for Air Quality Control
Systems (“AQCS") operations, such as ammonia, hydrated lime, lime, limestone,
powder activated carbon, urea, sodium bicarbonate, trona, sulfur, and RESPond, or
other consumables which perform similar functions;
Subaccount 501400: residual costs and revenues associated with combustion product,
slag and ash disposal costs and revenues including contractors, materials and other
miscellaneous expenses.

The following costs reflected in FERC Account Number 547:

Subaccount 547000: natural gas, and oil costs for commodity, transportation,
storage, taxes, fees and fuel losses, hedging costs for natural gas, oil, and natural
gas used to cross-hedge purchased power or sales, and settlement proceeds,
insurance recoveries, subrogation recoveries for increased fuel expenses, and broker
commissions and fees (fees charged by an agent, or agent's company to facilitate
transactions between buyers and sellers), and margins (cash or collateral used to
secure or maintain the Company’s hedge position with a brokerage or exchange).
Subaccount 547020: the allocation of the allowed costs in the 547000 and 547300
accounts attributed to native load,

Subaccount 547030: the allocation of the allowed costs in the 547000 and 547300
accounts attributed to off system sales;

Subaccount 547300: fuel additives.

E = Net Emission Costs:

The following costs and revenues reflected in FERC Account Number 509:
Subaccount 509000: NOx and SO, emission allowance costs and revenue
amortizations offset by revenues from the sale of NOx and SO, emission allowances
including any associated hedging costs, and broker commissions and fees (fees
charged by an agent, or agent's company to facilitate transactions between buyers
and sellers) and margins (cash or collateral used fo secure or maintain the Company’s
hedge position with a brokerage or exchange).

PP = Purchased Power Costs:
The following costs or revenues reflected in FERC Account Number 555:
Subaccount 555005: capacity charges for capacity purchases one year or less in
duration;
Subaccount 555000: purchased power costs, energy charges from capacity
purchases of any duration, insurance recoveries, and subrogation recoveries for
purchased power expenses, hedging costs including broker commissions and fees
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FORMULAS AND DEFINITIONS OF COMPONENTS (continued)
(fees charged by an agent, or agent's company to facilitate transactions between
buyers and sellers) and margins (cash or collateral used to secure or maintain the
Company’s hedge position with a brokerage or exchange), charges and credits
related to the SPP Integrated Marketplace (“IM”) including, energy, revenue
neutrality, make whole and out of merit payments and distributions, over collected
losses payments and distributions, Transmission Congestion Rights (“TCR") and
Auction Revenue Rights (“ARR”) settlements, virtual energy costs, revenues and
related fees where the virtual energy transaction is a hedge in support of physical
operations related to a generating resource or load, load/export charges, ancillary
services including non-performance and distribution payments and charges and other
miscellaneous SPP Integrated Market charges including uplift charges or credits;
Subaccount 555021: the allocation of the allowed costs in the 555000 account
attributed to intercompany purchases for native load;
Subaccount 555030: the allocation of the allowed costs in the 555000 account
attributed to purchases for off system sales;
Subaccount 555031: the allocation of the allowed costs in the 555000 account
attributed to intercompany purchases for off system sales.

TC = Transmission Costs and Revenues:
The following costs reflected in FERC Account Number 561:
Subaccount 561400: all RTO scheduling, system control, dispatching services, and
NERC fees;
Subaccount 561800: all RTO reliability, planning and standards development
services costs;
The following costs reflected in FERC Account Number 565:
Subaccount 565000: all transmission costs used to serve native load and off-system
sales;
Subaccount 565020: the allocation of the allowed costs in the 565000 account
attributed to native load;
Subaccount 565027: the allocation of the allowed costs in the 565000 account
attributed to transmission demand charges;
Subaccount 565030: the allocation of the allowed costs in account 565000 attributed
to off system sales.
The following costs reflected in FERC Account Number 575:
Subaccount 575700: all RTO market facilitation, monitoring and compliance services

costs;
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FORMULAS AND DEFINITIONS OF COMPONENTS (continued)
The following revenues reflected in FERC Account Number 928000:
Subaccount 928000: all FERC assessment costs;
The following revenues reflected in FERC Account Number 456:
Subaccount 456100: all revenue from transmission of electricity for others

OSSR = Revenues from Off-System Sales:
The following revenues or costs reflected in FERC Account Number 447:
Subaccount 447002: all revenues from off-system sales. This includes charges and
credits related to the SPP IM including, energy, ancillary services, revenue sufficiency
(such as make whole payments and out of merit payments and distributions),
revenue neutrality payments and distributions, over collected losses payments and
distributions, TCR and ARR settlements, demand reductions, virtual energy costs and
revenues and related fees where the virtual energy transaction is a hedge in support
of physical operations related to a generating resource or load, generation/export
charges, ancillary services including non-performance and distribution payments and
SPP uplift revenues or credits. Off-system sales revenues from full and partial
requirements sales to municipalities that are served through bilateral contracts in
excess of one year shall be excluded from OSSR component;
Subaccount 447012: capacity charges for capacity sales one year or less in duration;
Subaccount 447030: the allocation of the includable sales in account 447002 not
attributed to retail sales.

R = Renewable Energy Credit Revenue:
Revenues reflected in FERC account 509000 from the sale of Renewable Energy
Credits that are not needed to meet the Renewable Energy Standard.

Hedging costs are defined as realized losses and costs (including broker commissions, fees, and
margins) minus realized gains associated with mitigating volatility in the Company’s cost of fuel, fuel
additives, fuel transportation, emission allowances, transmission and power purchases or sales,
including but not limited to, the Company’s use of derivatives whether over-the-counter or exchange
traded including, without limitation, futures or forward contracts, puts, calls, caps, floors, collars,
swaps, TCRs, virtual energy transactions, or similar instruments.

Costs and revenues not specifically detailed in Factors FC, PP, E, TC, OSSR, or R shall not be
included in the Company's FAR filings; provided however, in the case of Factors PP, TC or OSSR,
the market settlement charge types under which SPP or another centrally administered market (e.g.,
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FORMULAS AND DEFINITIONS OF COMPONENTS (continued)

PJM or MISO) bills/credits a cost or revenue need not be detailed in Factors PP or OSSR for the
costs or revenues to be considered specifically detailed in Factors PP or OSSR; and provided
further, should the SPP or another centrally administered market (e.g. PJM or MISO) implement a
new market settlement charge type not listed below or a new schedule not listed in TC:

A. The Company may include the new schedule, charge type cost or revenue in its FAR filings if
the Company believes the new schedule, charge type cost or revenue possesses the
characteristics of, and is of the nature of, the costs or revenues listed below or in the
schedules listed in TC, as the case may be, subject to the requirement that the Company
make a filing with the Commission as outlined in B below and also subject to another party’s
right to challenge the inclusion as outlined in E. below;

B. The Company will make a filing with the Commission giving the Commission notice of the
new schedule or charge type no later than 60 days prior to the Company including the new
schedule, charge type cost or revenue in a FAR filing. Such filing shall identify the proposed
accounts affected by such change, provide a description of the new charge type
demonstrating that it possesses the characteristics of, and is of the nature of, the costs or
revenues listed in factors PP, TC or OSSR as the case may be, and identify the preexisting
schedule, or market settlement charge type(s) which the new schedule or charge type
replaces or supplements;

C. The Company will also provide notice in its monthly reports required by the Commission's
fuel adjustment clause rules that identifies the new schedule, charge type costs or revenues
by amount, description and location within the monthly reports;

D. The Company shall account for the new schedule, charge type costs or revenues in a
manner which allows for the transparent determination of current period and cumulative
costs or revenues;

E. If the Company makes the filing provided for in B above and a party challenges the inclusion,
such challenge will not delay approval of the FAR filing. To challenge the inclusion of a new
schedule or charge type, a party shall make a filing with the Commission based upon that
party’s contention that the new schedule, charge type costs or revenues at issue should not
have been included, because they do not possess the characteristics of the schedules, costs
or revenues listed in Factors PP, TC or OSSR, as the case may be. A party wishing to
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FORMULAS AND DEFINITIONS OF COMPONENTS (Continued)

challenge the inclusion of a schedule or charge type shall include in its filing the reasons why
it believes the Company did not show that the new schedule or charge type possesses the
characteristics of the costs or revenues listed in Factors TC, PP or OSSR, as the case may
be, and its filing shall be made within 30 days of the Company'’s filing under B above. In the
event of a timely challenge, the Company shall bear the burden of proof to support its
decision to include a new schedule or charge type in a FAR filing. Should such challenge be
upheld by the Commission, any such costs will be refunded (or revenues retained) through a
future FAR filing in a manner consistent with that utilized for Factor P; and

F. A party other than the Company may seek the inclusion of a new schedule or charge type in
a FAR filing by making a filing with the Commission no less than 60 days before the
Company's next FAR filing date of August 1 or February 1. Such a filing shall give the
Commission notice that such party believes the new schedule or charge type should be
included because it possesses the characteristics of, and is of the nature of, the costs or
revenues listed in factors PP, TC or OSSR, as the case may bhe. The party’s filing shall
identify the proposed accounts affected by such change, provide a description of the new
schedule or charge type demonstrating that it possesses the characteristics of, and is of the
nature of, the schedules, costs or revenues listed in factors PP, TC or OSSR as the case
may be, and identify the preexisting schedule or market settlement charge type(s) which the
new schedule or charge type replaces or supplements. If a party makes the filing provided
for by this paragraph F and a party (including the Company) challenges the inclusion, such
challenge will not delay inclusion of the new schedule or charge type in the FAR filing or
delay approval of the FAR filing. To challenge the inclusion of a new schedule or charge
type, the challenging party shall make a filing with the Commission based upon that party’s
contention that the new schedule or charge type costs or revenues at issue should not have
been included, because they do not possess the characteristics of the schedules, costs or
revenues listed in Factors PP, TC, or OSSR, as the case may be. The challenging party shall
make its filing challenging the inclusion and stating the reasons why it believes the new
schedule or charge type does not possess the characteristic of the costs or revenues listed
in Factors PP, TC or OSSR, as the case may be, within 30 days of the filing that seeks
inclusion of the new schedule or charge type. In the event of a timely challenge, the party
seeking the inclusion of the new schedule or charge type shall bear the burden of proof to
support its contention that the new schedule or charge type should be included in the
Company’s FAR filings. Should such challenge be upheld by the Commission, any such
costs will be refunded (or revenues retained) through a future FAR filing in a manner
consistent with that utilized for Factor P.
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SPP IM charge/revenue types that are included in the FAC are listed below:

Day Ahead Regulation Down Service Amount
Day Ahead Regulation Down Service Distribution Amount
Day Ahead Regulation Up Service Amount
Day Ahead Regulation Up Service Distribution Amount
Day Ahead Spinning Reserve Amount
Day Ahead Spinning Reserve Distribution Amount
Day Ahead Supplemental Reserve Amount
Day Ahead Supplemental Reserve Distribution Amount
Real Time Contingency Reserve Deployment Failure Amount
Real Time Contingency Reserve Deployment Failure Distribution Amount
Real Time Regulation Service Deployment Adjustment Amount
Real Time Regulation Down Service Amount
Real Time Regulation Down Service Distribution Amount
Real Time Regulation Non-Performance
Real Time Regulation Non-Performance Distribution
Real Time Regulation Up Service Amount
Real Time Regulation Up Service Distribution Amount
Real Time Spinning Reserve Amount
Real Time Spinning Reserve Distribution Amount
Real Time Supplemental Reserve Amount
Real Time Supplemental Reserve Distribution Amount
Day Ahead Asset Energy
Day Ahead Non-Asset Energy
Day Ahead Virtual Energy Amount
Real Time Asset Energy Amount
Real Time Non-Asset Energy Amount
Real Time Virtual Energy Amount
Transmission Congestion Rights Funding Amount
Transmission Congestion Rights Daily Uplift Amount
Transmission Congestion rights Monthly Payback Amount
Transmission Congestion Rights Annual Payback Amount
Transmission Congestion Rights Annual Closeout Amount
Transmission Congestion Rights Auction Transaction Amount
Auction Revenue Rights Funding Amount
Auction Revenue Rights Uplift Amount
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SPP IM chargefrevenue types that are included in the FAC (continued)
Auction Revenue Rights Monthly Payback Amount
Auction Revenue Annual Payback Amount
Auction Revenue Rights Annual Closeout Amount
Day Ahead Virtual Energy Transaction Fee Amount
Day Ahead Demand Reduction Amount
Day Ahead Grandfathered Agreement Carve Out Daily Amount
Grandfathered Agreement Carve Out Distribution Daily Amount
Day Ahead Grandfathered Agreement Carve Out Monthly Amount
Grandfathered Agreement Carve Out Distribution Monthly Amount
Day Ahead Grandfathered Agreement Carve Out Yearly Amount
Grandfathered Agreement Carve Out Distribution Yearly Amount
Day Ahead Make Whole Payment Amount
Day Ahead Make Whole Payment Distribution Amount
Day Ahead Over Collected Losses Distribution Amount
Miscellaneous Amount
Reliability Unit Commitment Make Whole Payment Amount
Real Time Out of Merit Amount
Reliability Unit Commitment Make Whole Payment Distribution Amount
Over Collected Losses Distribution Amount
Real Time Joint Operating Agreement Amount
Real Time Reserve Sharing Group Amount
Real Time Reserve Sharing Group Distribution Amount
Real Time Demand Reduction Amount
Real Time Demand Reduction Distribution Amount
Real Time Pseudo Tie Congestion Amount
Real Time Pseudo Tie Losses Amount
Unused Regulation Up Mileage Make Whole Payment Amount
Unused Regulation Down Mileage Make Whole Payment Amount
Revenue Neutrality Uplift Distribution Amount

Should FERC require any item covered by components FC, E, PP, TC, OSSR or R to be recorded in
an account different than the FERC accounts listed in such components, such items shall
nevertheless be included in component FC, E, PP, TC, OSSR or R. In the month that the Company
begins to record items in a different account, the Company will file with the Commission the previous
account number, the new account number and what costs or revenues that flow through the Rider
FAC to be recorded in the account.
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FORMULAS AND DEFINITIONS OF COMPONENTS (continued)

B = Net base energy costs ordered by the Commission in the last general rate case
consistent with the costs and revenues included in the calculation of the FPA. Net
Base Energy costs will be calculated as shown helow:
Sap x Base Factor (“BF")

Sap = Net system input (“NSI”) in kWh for the accumulation period

BF = Company base factor costs per kWh: $0.02404

J = Missouri Retail Energy Ratio = Retail kWh sales/total system kWh
Where: total system kWh equals retail and full and partial requirement sales associated
with GMO.

T = True-up amount as defined below.

I = Interest applicable to (i) the difference between Missouri Retail ANEC and B for all kWh
of energy supplied during an AP until those costs have been recovered,; (ii) refunds due
to prudence reviews (“P"), if any; and (jii) all under- or over-recovery balances created
through operation of this FAC, as determined in the true-up filings ("T") provided for
herein. Interest shall be calculated monthly at a rate equal to the weighted average
interest paid on the Company’s short-term debt, applied to the month-end balance of
items (i) through (iii) in the preceding sentence.

P = Prudence disallowance amount, if any, as defined in this tariff.

FAR = FPNSRF

Single Accumulation Period Secondary Voltage FARSec = FAR* VAFSec
Single Accumulation Period Primary Voltage FARPrim = FAR * VAFPrim

Annual Secondary Voltage FARs.. = Aggregation of the two Single Accumulation Period
Secondary Voltage FARs still to be recovered

Annual Primary Voltage FARpn = Aggregation of the two Single Accumulation Period Primary
Voltage FARs still to be recovered
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Where:
FPA = Fuel and Purchased Power Adjustment
Srp = Forecasted recovery period retail NSI in kWh, at the generator
VAF = Expansion factor by voltage level
VAFSec = Expansion factor for lower than primary voltage customers
VAFPrim = Expansion factor for primary and higher voltage customers
TRUE-UPS

After completion of each RP, the Company shall make a true-up filing by the filing date of its next
FAR filing. Any true-up adjustments shall be reflected in component “T" above. Interest on the true-
up adjustment will be included in component “I” above.

The true-up amount shall be the difference between the revenues billed and the revenues
authorized for collection during the RP as well as any corrections identified to be included in the
current FAR filing. Any corrections included will be discussed in the testimony accompanying the
true-up filing.

COMBINED TARIFFS

On a go forward basis, rates will no longer be reflected as separate MPS and L&P territory rates, but
rather on a GMO Total Company basis. In order to achieve this, a true-up will be performed that
rolls any over or under recovered costs into the next open accumulation period, as reflected in the
new combined tariff sheets (see sheet 127.12).

PRUDENCE REVIEWS

Prudence reviews of the costs subject to this Rider FAC shall occur no less frequently than every
eighteen months, and any such costs which are determined by the Commission to have been
imprudently incurred or incurred in violation of the terms of this Rider FAC shall be returned to
customers. Adjustments by Commission order, if any, pursuant to any prudence review shall be
included in the FAR calculation in component “P” above unless a separate refund is ordered by the

Commission. Interest on the prudence adjustment will be included in component “I” above.
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Accumulation Period Ending:

Month dd, yyyy

GMO

1 | Actual Net Energy Cost (ANEC) = (FC+E+PP+TC-OSSR-
R)

$0

2 | Net Base Energy Cost (B) -

$208,067,920

2.1 Base Factor (BF) $0.02404

2.2 Accumulation Period NSI (Sap) 8,655,768,000

3 | (ANEC-B) $0
4 | Jurisdictional Factor (J) ¥ 0%
5 | (ANEC-B)*J $0
6 | Customer Responsibility * 95%
7 | 95% *((ANEC-B)*J) $0
8 | True-Up Amount (T) + $0
9 | Interest (1) + $0
10 | Prudence Adjustment Amount (P) + $0
11 | Fuel and Purchased Power Adjustment (FPA) = $0
12 | Estimated Recovery Period Retail NSI (Sgp) + 0
13 | Current Period Fuel Adjustment Rate (FAR) = $0.00000
14 | Current Period FARpim = FAR X VAFpim $0.00000
15 | Prior Period FARpim + '$0.00000
16 | Current Annual FARpim $0.00000
17 | Current Period FARge; = FAR X VAF sqc $0.00000
18 | Prior Period FARge. + $0.00000
19 | Current Annual FARgec $0.00000

VAFpim = 1.0455

VAFgec 1.0775
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KCPL GMO
Case Name: 2016 GMO Rate Case
Case Number: ER-2016-0156

Response to Mantle Lena Interrogatories - OPC_20160818
Date of Response: 8/31/2016

Question8035

Reference page 14 line 4 of Mr. Rush’s rebuttal testimony where he states: “I believe that adding
restrictions and requiring the Company to pull out certain costs from the accounts naturally
included in the FAC causes confusion, complexity, and increased potential for error.”

1. Please list and describe each and every “restriction” Mr. Rush is referring to above.

2. Please list and explain in as great a detail possible each and every reason why removing
revenue and expense accounts from inclusion in the FAC will cause “confusion”. How does Mr.
Rush define “confusion” in this context? Who does Mr. Rush believe (please provide names and
positions if employed by KCPL) will be confused by removing accounts from the FAC?

3. Please list and explain in as great a detail possible each and every reason why removing
revenue and expense accounts from inclusion in the FAC will cause “complexity”. How does
Mr. Rush define “complexity” in this context? Who does Mr. Rush believe (please provide
names and positions if employed by KCPL) will find the FAC more complex by removing
accounts from the FAC?

4. Please list and explain in as great a detail possible each and every reason why removing
revenue and expense accounts from inclusion in the FAC will cause “increased potential for
error”. How does Mr. Rush define this “increased potential” in this context? Who does Mr. Rush
believe (please provide names and positions if employed by KCPL) will experience an increase
in the potential for error from a FAC that includes less FERC accounts?

5. Has Mr. Rush himself ever experienced confusion, added complexity or an increased potential
for error when working with a FAC that has less FERC accounts included than it did in the past?
If yes, please describe this situation in great detail. If no, why does he believe these
circumstances will occur?

6. Please list and describe each and every “account” that Mr. Rush believes is “naturally
included” in a FAC.

7. How does Mr. Rush define “naturally included” when used in this context?
8. Is Mr. Rush aware of any law, regulation or rule related directly or indirectly to GMO’s FAC

that addresses the concept of accounts that are “naturally included” in a FAC? If yes, please cite
and provide a copy of these documents.

Page 1o0of2 SChedlﬂe LM-S-3



9. Is Mr. Rush aware of any Missouri Commission Report and Order, rules, or other Commission
documents related directly or indirectly to FACs that addresses the concept of accounts that are
“naturally included” in a FAC? If yes, please cite and provide a copy of these documents.

Please list and describe each and every “account” included in GMQO'’s books and records that Mr.
Rush believes is not “naturally included” in a FAC. Please explain why these accounts are not
“naturally included” in GMO'’s FAC.

Response:

1.

9.

The list would be those items Ms. Mantle recommends excluding from the FAC which is
addressed in her testimony. A comparison of Ms. Mantecommendation to the items
currently included in GM@ FAC tariff would be one way for Ms. Mantle to desa list.

Removing expense and revenue items from the accounts they are charged, which are
described as FAC related, will create confusion from what the overall purpose of the
FAC is intended and will potentially lead to err@@onfusion as used here means what it
means in normal conversatioMr. Rush has no such list of people.

Removing expense and revenue items from the accounts they are charged, which are
described as FAC related, will create complexity from what the overall purpose of the
FAC is intended and will potentially lead to error. Complexity as used here means what
it means in normal conversatioMr. Rush has no such list of people.

No such list exists to Mr. Rughknowledge.Increased potential for error as used here
means what it means in normal conversatibhr. Rush has no such list of people.

Although Mr. Rush does not recall any such specific circumstances, Mr. Rush believes
that all fuel and purchased power-related expenses should flow through the FAC and that
doing so would reduce the likelihood of confusion, complexity and potential for error.

See GMGs current FAC tariff (and the proposed tariff).

Naturally included as used here means what it means in normal conversation.

Mr. Rush is of the opinion that the law authorizing the use of FACs in Missouri was
intended to recover all fuel- and purchased power-related expenses and transportation
through the FAC. Specifically, as set forth in Section 386.266 RSMo, an FAC allows the
recovery of prudently incurred fuel and purchased power costs including transportation.

See response to sub-part®8ee GMUs current FAC tariff (and the proposed tariff).

Response by: Kristy Erck, Regulatory Affairs

Attachments: Q8035_Verification.pdf
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