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REBUTTAL TESTIMONY 

OF 

DAVID MURRAY 

KANSAS CITY POWER & LIGHT COMPANY 
GREAT PLAINS ENERGY, INCORPORATED 

CASE NO. ER-2016-0285 

Please state your name. 

My name is David Murray. 

Did you sponsor any section of the Staff Cost of Service Report 

10 I ("Staff Report")? 

11 A. No. 

12 Q. Did you provide information for purposes of Staffs capital structure 

13 I recommendation in the Staff Report? 

14 A. Yes. I supplied the capital structure information to Dr. J. Randall Woolridge 

15 I for purposes of his rate of return recommendation in the Staff Report. 

16 Q. What is the purpose of your Rebuttal Testimony? 

17 A. The purpose of my Rebuttal Testimony is to respond to the direct testimony of 

18 ! Kevin E. Bryant. Mr. Bryant sponsored capital structure and embedded cost of capital 

19 ~ testimony on behalf of Kansas City Power & Light Company ("KCPL"). 

20 I Although Staff hired an external consultant, Dr. Woolridge, to sponsor the rate of 

21 ~return recommendation in this case, I have extensive knowledge and experience regarding the 

22 ~ financial management of Great Plains Energy (GPE), KCP&L Greater Missouri Operations 

23 i (GMO) and KCPL. Additionally, I sponsored testimony regarding capital structure in the 

24 I recent GMO rate case, Case No. ER-2016-0156. Although there are some differences in 
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I I Mr. Bryant's rationale for using the KCPL subsidiary capital structure in this case as 

2 I compared to the GMO subsidiary capital structure in the GMO rate case, there are many 

3 I overlapping issues in both cases. Consequently, my testimony should help inform the 

4 I Missouri Public Service Commission ("Commission") for purposes of its deliberations on the 

5 I capital structure issue. 

6 I In past rate cases, KCPL and GMO proposed the use of GPE's consolidated capital 

7 I structure for purposes of setting each subsidiary's allowed rate of return (ROR). However, 

8 I now both companies have proposed the use of a subsidiary-specific capital structure. This 

9 I change in approach is not logical considering the fact that Standard & Poor's (S&P) assigns 

10 I KCPL and GMO ("the Companies") credit ratings based on GPE's consolidated financial and 

II I business risk profile. Staff will explain why this change in approach is not consistent with 

12 I matching capital costs with the financial risk that causes the capital costs. Staff will also 

13 I show how the Companies have been financially managed for GPE's best interest and not for 

14 I the best interest of each subsidiary. It is important to note that although GPE' s proposed 

15 I acquisition of Westar may cause significant debate and possibly different approaches to 

16 I setting the Companies allowed rates of return in the future, at this point, it is not an issue in 

17 I this case. 

18 I STAFF RESPONSE TO KEVIN E. BRYANT'S RECOMMENDED CAPITAL 
19 STRUCTURE AND COST OF DEBT FOR KCPL 

20 Q. What capital structure does Mr. Bryant recommend the Commission use for 

21 I purposes of setting KCPL's allowed ROR? 

22 A. Mr. Bryant recommends the use of KCPL's projected per books capital 

23 I structure as of the true-up period, December 31, 2016, to set KCPL's allowed ROR. This 
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projected per books capital structure is expected to contain approximately 49.88% common 

2 I equity and 50.12% long-term debt. 1 

3 Q. Did Mr. Bryant recommend the same subsidiary-specific approach in the GMO 

4 I rate case, Case No. ER-2016-0156? 

5 A. Yes. Mr. Bryant's testimony in the GMO rate case recommended the 

6 I Commission set GMO's allowed ROR based on a more equity-rich capital structure of either 

7 ~ 54.83% or 51.42%, depending on whether goodwill was adjusted out of the GMO 

8 I equity ratio.2 

9 Q. Is Mr. Bryant's recommended use of subsidiary-specific capital structures 

I 0 1 consistent with the 'companies' past practice? 

11 A. No. In the past, the Companies have recommended the use of OPE's 

12 I consolidated capital structure to set the allowed ROR for both KCPL and GMO. 

13 Q. Why does Mr. Bryant now believe the best approach is to use subsidimy-

14 I specific capital structures to set the allowed ROR for the Companies? 

15 A. Mr. Bryant indicates that the preferred long-term approach is to base the 

16 I revenue requirement on the costs that are specific to that utility.3 While I agree with 

17 I Mr. Bryant that it is desirable to attempt to reconcile costs to each utility in setting the 

18 I revenue requirement, it is imperative that the costs be consistent with the risk-profile of the 

19 I regulated utility operations. If the financial management of the regulated subsidiaries is not 

20 I perfonned based on the individual financial interests and risk profiles of each subsidiary, the 

21 I costs, including capital structures and debt costs, are no longer consistent with what they 

22 I would be absent their affiliation with the consolidated entity. It should be noted that at times, 

1 Hevert Direct Testimony, p. 30, II. 7-11. 
2 Bryant Rebuttal, p. 6, II. ]3.18, Case No. ER-2016·0156. 
3 Bryant Direct, p. 4, II. 3·4. 
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a utility's affiliation with its holding company's financing activities may result in a lower cost 

2 I of capital because the holding company will issue debt to minimize capital costs at 

3 I the consolidated level, rather than at the subsidiary level. Being that shareholders own the 

4 I equity of the publicly-traded holding company, this is a method employed to increase 

5 ~ shareholder value. 

6 Q. What does Mr. Bryant state as the reason for KCPL not recommending the use 

7 i of its subsidiary-specific capital structure in past rate cases? 

8 A. Mr. Bryant states that KCPL's approach was designed to be consistent with 

9 I GMO's approach. Although Staff considered GPE's consolidated capital structure approach 

10 I to be appropriate for KCPL, Staff is concerned that the premise for KCPL's approach was 

II i consistency with GMO's approach. If Mr. Bryant believed a stand-alone capital structure was 

12 I appropriate for KCPL, but not necessarily for GMO, then the Company should have made this 

13 i recommendation based purely on KCPL's circumstances. 

14 Q. On page 5, lines 13-17 of his direct testimony, Mr. Bryant indicates that setting 

15 i KCPL' s rates based on its individual capital structure would be "consistent with the 

16 I rate-making construct used previously by KCP&L and with other Missouri electric utilities 

17 i throughout the state." Is this an accurate statement? 

18 A. No. First, it is not accurate to state that KCPL previously used its capital 

19 I structure before it acquired GMO. KCPL recommended the use of GPE's consolidated 

20 I capital structure to set its rates since at least its 2006 rate case, Case No. ER-2006-0314. 

21 i Second, the only situation in recent history in which Staff had recommended the use of 

22 II an electric utility's subsidiary-specific capital structure is for purposes of Union Electric 

23 I Company d/b/a Ameren Missouri's ("Ameren Missouri") rate cases. Staff had always clearly 
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I I explained that the reason it considered Ameren Missouri's capital structure appropriate for 

2 I ratemaking is because its parent company, Ameren Corporation ("Ameren"), was not issuing 

3 I much, if any debt, for purposes of investments in either Ameren Missouri or any of Ameren' s 

4 I other operations. Additionally, Ameren's and Ameren Missouri's consolidated capital 

5 ~ structures consistently had similar equity ratios. This had alleviated Staffs concern about any 

6 I potential manipulation of Ameren Missouri's capital structure for ratemaking purposes. 

7 I However, in Ameren Missouri's current rate case, Case No. ER-2016-0179, Staff has 

8 I recommended the use of Ameren's consolidated capital structure and capital costs to set 

9 I Ameren Missouri's ROR because Ameren issued $700 million of long-term debt in 

10 I November 2015, causing Ameren's consolidated capital structure to be more leveraged than 

II I Ameren Missouri's. 

12 I Staff has always recommended the use of The Empire District Electric Company's 

13 ~("Empire") consolidated capital structure for purposes of setting Empire's allowed ROR. It is 

14 I impottant to understand that Empire directly owns its electric utility assets rather than a 

15 I subsidiary. It is also relevant for the Commission to be aware that Staff has recommended 

16 I using Empire's consolidated capital structure and capital costs for Empire's gas utility assets, 

17 i even though they are held in a separate subsidiary, as well as Empire's water utility assets, 

18 I which are also directly owned by Empire. 

19 Q. What has Staffs approach been as it relates to Missouri natural gas distribution 

20 i utilities? 

21 A. Staff has always recommended the use of either the gas utility's ultimate 

22 ~ parent company capital structure or the intermediate holding company. For purposes of 

23 I Laclede Gas Company, Staff and Laclede Gas have recommended the use of The Laclede 
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I I Group's capital structure. For purposes of the Liberty Utility Midstates ("Midstates") natural 

2 I gas utility rate case, Case No. GR-2014-0152, Staff recommended the use of Midstates' 

3 I intermediate holding company's, Liberty Utilities Company, capital structure because this 

4 ~ was the entity that issued all of the debt on behalf of its regulated utility subsidiaries. The 

5 ~Commission adopted Liberty Utilities Company's capital structure in its Report and Order in 

6 I that case. 

7 Q. What has Staffs approach been as it relates to Missouri-American Water 

8 I Company (MA WC)? 

9 A. Staff has recommended the use of American Water Works Company, Inc.'s 

10 II ("American Water") consolidated capital structure and capital costs for purposes of setting 

11 I MAWC's allowed ROR for over 10 years. Staff started recommending the use of 

12 II American Water's capital structure forMA WC when American Water decided to consolidate 

13 I the financing functions of its subsidiaries at the holding company level and make affiliate loan 

14 I transactions to the parent and its subsidiaries. 

15 Q. Has the Commission issued decisions on capital structure other than the 

16 I Liberty Utility Midstates gas case discussed above? 

17 A. Yes, but because capital structure was not a contested issue in most of the 

18 I cases involving Ameren Missouri, KCPL, GMO, Empire, and Laclede Gas, the Commission 

19 i simply adopted the capital structure that the parties had agreed to use in their testimonies. 

20 i Although Staff has consistently had a difference in opinion on the appropriate capital structure 

21 I to use for purposes of setting MA WC's rates, the Commission has not had to hear the issue of 

22 I capital structure and rate of return in at least 15 years, which preceded American Water's 

23 I consolidation of its financing activities. In the most recent Laclede Gas rate cases involving 
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the Laclede Gas Division and Missouri Gas Energy Division ("MGE"), the parties did not 

2 I agree on whether the holding company or subsidiary capital structure should be used, but 

3 I because the revenue requirement in these cases settled, the Commission did not have to hear 

4 ~ this issue. Before Southern Union Company ("Southern Union") sold MGE to Laclede Gas, 

5 I the appropriate capital structure and embedded capital costs were highly contested and the 

6 I Commission consistently used Southern Union's consolidated capital structure to set MGE's 

7 I rates. However, MGE was a division of Southern Union rather than a subsidiary, so this is 

8 I not directly comparable to KCPL' s situation. 

9 Q. In what situation would Staff recommend the use of a subsidiary-specific 

10 I capital structure? 

11 A. If the subsidiary's capital structure is fair and reasonable and is directly 

12 II consequential to raising debt capital at reasonable costs, Staff may recommend its use. The 

13 ~ company would have to prove that the subsidiary's capital costs are not being detrimentally 

14 I impacted by the parent company's and/or its affiliates' other business and financial risks. The 

15 I company would also have to prove why the subsidiary's capital structure is more economical 

16 I than the consolidated capital structure. If it is not more economical, the company would have 

17 I to prove why it's in the company's best interest to maintain a less economical capital structure 

18 ! for the utility. 

19 Q. What should be the primary determinant of the appropriate capital structure to 

20 I use to set KCPL's rate of return? 

21 A. Because it is impossible to know what KCPL's capital structure and capital 

22 I costs would have been absent the acquisition of GMO, the capital structure and capital costs 

23 ~that is most economical to KCPL ratepayers should be used. As discussed in the StaffRepmt, 
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I I the use of OPE's consolidated capital structure and capital costs produces approximately a 

2 I $1 million lower revenue requirement as compared to that produced using KCPL's capital 

3 I structure and capital costs.4 

4 Q. What is Staff's basis for its position that the most economical capital structure 

5 I must be used to set KCPL's rates? 

6 A. In past testimonies involving the Companies' rate cases, Staff has consistently 

7 I explained and supported its arguments that the affiliated loan transactions between OPE and 

8 I OMO were detrimental to KCPL's ratepayers. KCPL was able to maintain a strong 

9 I investment grade credit rating during the period of KCPL 's Experimental Alternative 

· I 0 II Regulatory Plan ("Regulatory Plan"), Case No. E0-2005-0329, which allowed for higher 

I I I rates during the period of the plan (2005-2010) than otherwise was possible under traditional 

12 i ratemaking. OPE's credit rating benefited from the Regulatory Plan. Because OPE issued 

13 I shorter-term tenor debt and loaned the funds to OMO, OMO's embedded cost of debt actually 

14 I dropped below that ofKCPL. In Staffs view, this was inherently unfair to KCPL ratepayers 

15 i because KCPL's ratepayers provided OPE the strong credit rating that allowed it to 

I 6 I financially support OMO. 

17 Q. What was Staff's proposed solution to allow for a fair and reasonable allowed 

18 I ROR for the Companies? 

19 A. Because it was obvious that GPE was financially managing the two 

20 I subsidiaries to achieve the lowest overall capital cost for OPE as a consolidated entity, Staff 

4 The magnitude of the difference depends on the amount of rate base assumed as well as whether the debt costs 
are adjusted as Staff recommends. Using Staff's updated test-year rate base of $2,518,098,891 and Staff's 
recommended debt costs, the difference calculated at the time of rebuttal was $786,406. 
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simply recommended the Commission determine each company's allowed ROR by using 

2 I GPE's consolidated capital structure and consolidated cost of debt. 

3 Q. Has Staff always recommended KCPL's allowed ROR be set based on GPE's 

4 I consolidated capital structure? 

5 A. Yes. Staff recommended this approach before GPE acquired Aquila and 

6 I assumed its legacy debt. 

7 Q. Has Staff always recommended that the consolidated debt costs be applied to 

8 ~ both the Companies after GPE acquired GMO? 

9 A. No. Because GPE's acquisition of Aquila included the assumption of 

10 I non-investment grade cost Aquila legacy debt, which remained on GMO's books for the first 

II I couple of rate cases after the transaction, see Case Nos. ER-2009-0090 and ER-2010-0356, 

12 I and this debt still carried a very high cost due to Aquila's troubled past non-regulated 

13 i investments, Staff recommended GMO's allowed debt return be based on Empire's cost of 

14 I debt. Staff recommended KCPL's cost of debt be based on GPE's consolidated cost of debt, 

15 I net of any of the assumed GMO debt, since at that time its inclusion would have caused 

16 I KCPL ratepayers to pay a higher ROR than would have been the case absent the acquisition 

17 I of Aquila. 

18 Q. Does GMO still have any debt outstanding that carries higher-than-reasonable 

19 i costs due to Aquila's failed non-regulated investments? 

20 A. No. The last of these high-cost debt issuances was retired on July l, 2012. 

21 I GMO still has four legacy debt issues that were issued prior to Aquila's financial troubles. 

22 i This debt was issued at fixed rates so the historical cost of these debt issuances was not 
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1 I affected by Aquila's financial distress. The percentage of debt on GMO's books that was 

2 I assumed by GPE now accounts for less than 10% of total GMO debt. 

3 Q. How much of the debt currently on GMO's books did GPE issue directly and 

4 I then loan to GMO? 

5 A. As of December 31, 2015, slightly less than 60% of the debt assigned to 

6 II GMO was issued by GPE. GPE has been providing capital to GMO, since it acquired it in 

7 I July 2008. It has also guaranteed and continues to guarantee GMO's debt, credit facilities, 

8 I and commercial paper program. 5 

9 Q. What percentage of debt assigned to GMO was issued directly to third party 

10 II investors by GMO since it was acquired by GPE? 

11 A. A little over 30%. 

12 Q. When GMO issued this debt, what credit rating did S&P assign to GMO? 

13 A. "BBB." 

14 Q. Did S&P assign GMO's credit rating based on the financial risk implied in its 

15 ~ capital structure? 

16 A. No. 

17 Q. What capital structure did S&P evaluate for purposes of assigning GMO a 

18 ! 'BBB' credit rating? 

19 A. GPE's consolidated capital structure. 

20 Q. What capital structure does S&P evaluate for purposes of assigning KCPL a 

21 I credit rating? 

22 A. GPE's consolidated capital structure. 

5 Great Plains Energy's 2015 SEC Form 10-K filing, p. 16. 
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I Q. What has been a typical common equity ratio for GPE's consolidated 

2 I operations? 

3 A. As shown in Schedule DM-rl, GPE typically targets a common equity ratio of 

4 I approximately 47% when short-term debt is included. As seen in Schedule DM-r2, if only 

5 I long-term capital components are considered, GPE' s consolidated common equity ratio is 

6 I approximately 50%. 

7 Q. How does this compare to KCPL' s historical per books capital structures? 

8 A. As can be seen in Schedules DMr-3 and DMr-4, it is fairly similar, with KCPL 

9 I having a slightly more leveraged capital structure in the last three years. 

10 Q. As of June 30, 2016, were KCPL's and GPE's capital structures significantly 

II ~ different? 

12 A. No. In fact, coincidentally, they were exactly the same after short-term debt is 

13 I removed from the capital structures. 

14 Q. Then why does the use of GPE's capital structure cause a lower revenue 

15 I requirement? 

16 A. Because GPE's debt costs are lower than KCPL's debt costs. GPE's 

17 I consolidated cost of debt is lower because GPE and/or GMO issued approximately 90% of 

18 I GMO's outstanding debt since 2009. The need to have this much debt issued for GMO's 

19 I operations in this shmt amount of time was a function of unwinding GMO's attachment to 

20 ~ significant amounts of debt issued by Aquila. 

21 Q. What entity made it possible for GPE to refinance this significant amount 

22 ~of debt? 
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A. KCPL. Consequently, KCPL ratepayers should at least be allowed to have 

2 I some of this lower cost debt assigned to it for purposes of ratemaking. Staff seeks to allow 

3 I this to occur by recommending the use of GPE's consolidated cost of debt to set KCPL's 

4 IROR. 

5 Q. What cost of debt does Mr. Bryant recommend for purposes of setting KCPL's 

6 I allowed ROR? 

7 A. He recommends KCPL's projected cost of debt of 5.51% as of December 31, 

8 12016, be applied to KCPL's projected debt ratio as of the same date. 

9 Q. Did Mr: Bryant attach the calculation of KCPL's projected debt cost to his 

I 0 I direct testimony? 

II A. No. This calculation was attached to KCPL witness Robert B. Hevett's direct 

12 I testimony and is labeled Schedule RBH-10. 

13 Q. Although Staff is not recommending the use of KCPL's capital structure and 

14 I cost of debt, do you have any concerns with the mechanics of KCPL' s embedded cost of debt 

15 I calculation? 

16 A. Yes. KCPL's embedded cost of debt calculation method double-counts debt 

17 I issuance expenses and discounts. There are two primary methods used in determining an 

18 I embedded cost of debt, the yield-to-maturity (YTM) method and the simple 

19 II interest/amortization method.6 KCPL has typically used the YTM method and the Staff has 

20 II typically accepted this method for determining KCPL's cost of debt. However, for purposes 

21 I of this case, KCPL added an additional step to its YTM method, which provides an inflated 

6 David C. Parcell, "The Cost of Capital- A Practitioner's Guide," 1997 Edition, pp. 5·2 through 5-4. 
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I ~and inaccurate cost of debt result. KCPL's additional step results in a blending of the YTM 

2 I and simple interest method. 

3 Q. How did KCPL's additional step cause a double counting of issuance 

4 ~ expenses? 

5 A. On page 3 of Schedule RBH-1 0, column (h) provides the effective cost of each 

6 I individual issuance by considering the coupon rate, the net proceeds of the issuance 

7 I (essentially the face value of the debt, net of issuance expenses, discounts, and premiums), the 

8 i number of periods until maturity and the amount due when the debt is redeemed. Because the 

9 ~ YTM is determined for each debt issuance on an individual basis, the gross issuance 

I 0 I expenses, discounts, and premiums are already considered in the effective cost for each debt 

II I item. However, on lines 16 and 17 of page 3 of Schedule RBH-10, the Company's 

12 ~calculation sums the individual debt issuances' costs that were already considered in the YTM 

13 I calculation and includes them in the aggregate calculation. This extra and inappropriate step 

14 I causes the Company's cost of debt estimate to be three (3) basis points higher. The accurate 

15 I cost of debt using the YTM method is 5.48% (see Schedule DMr-5). 

16 Q. Did the Company explain why it added this additional step to its YTM 

17 I calculation for purposes of this rate case? 

18 A. No. 

19 Q. How do other Missouri utility companies typically calculate their embedded 

20 I costs of debt? 

21 A. Most Missouri utility companies follow the simple interest/amortization 

22 ~ method. This method essentially calculates the embedded cost of all of the debt issuances as 

23 ~ of a point in time rather than the average cost of each debt issuance over their maturities. 
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Q. Has Staff taken a position on which method is the most appropriate for 

2 i ensuring a fair and reasonable allowed rate of return? 

3 A. No. Staff has generally accepted either method proposed by companies, but it 

4 I is definitely inappropriate to combine the two as KCPL has done. 

5 Q. Did KCPL perform an embedded cost of debt calculation using the simple 

6 II interest/ammtization method? 

7 A. Yes. 

8 Q. Why? 

9 A. In order to test the reasonableness of the YTM calculation. 

10 Q. What was the projected cost of debt as of December 31, 2016 using this 

II method? 

12 A. 5.48% (see Schedule DM-r6). 

13 Q. What is your recommended cost of debt? 

14 II A. 5.42%, as shown in Dr. Woolridge's Exhibit JRW-1, attached to Staff Report, 

15 i but also attached to my rebuttal testimony as Schedule DM-r7. 

16 Q. What method did you use to determine this cost of debt? 

17 A. As I discussed in the capital structure section of this testimony, I used GPE's 

18 I consolidated capital structure and cost of debt. For purposes of determining GPE's cost of 

19 I debt, I used the YTM method but did not double count issuance expenses and discounts. 

20 Q. What was GPE's cost of debt as of June 30, 2016, using the simple 

21 I interest/ammtization method? 

22 A. 5.42%. 
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Q. What was OPE's indicated cost of debt when the two methods were blended as 

2 I KCPL has done for its recommended cost of debt in its testimony? 

3 A. 5.44%. 

4 Q. What does this demonstrate? 

5 A. KCPL's additional step causes a higher cost of debt than the method it had 

6 I used to test the reasonableness of its calculation. 

7 Q. Does this conclude your Rebuttal Testimony? 

8 A. Yes, it does. 

Page 15 



BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the Matter of Kansas City Power & Light ) 
Company's Request for Authority to ) Case No. ER-20 16-0285 
Implement A General Rate Increase for ) 
Electric Service ) 

AFFIDAVIT OF DAVID MURRAY 

STATE OF MISSOURI 

COUNTY OF COLE 

) 
) 
) 

ss. 

COMES NOW DAVID MURRAY and on his oath declares that he is of sound mind and lawful 

age; that he contributed to the foregoing Rebuttal; and that the same is true and correct according 

to his best knowledge and belief. 

Further the Affiant sayeth not. 

,. ' . ~ ---------·'.t?hd ~-~ 

JURAT 

Subscribed and sworn before me, a duly constituted and authorized Notary Public, in and for 

the County of Cole, State of Missouri, at my office in Jefferson City, on this dc;f£ day of 

December, 2016. 

D. SUZIE MANKIN 
Notruy Public. No!a!y Seal 

State of Missouri 
Commissioned for Cole County 

My Commission Expires: December f2, 2020 
Commission Nomber.12412070 

/JdA~ Nlk~~ 



Capital Components 

Common Equity 
Preferred Stock 
Long~Term Debt 
Short~ Term Debt 

Total 

CaQital Com2onents 

Common Equity 
Preferred Stock 
Long-Term Debt 
Short-Term Debt 

Total 

Sources: SEC 10-K Filings 

2011 

$2,960.9 
39.0 

3,543.7 • 
384.0 

$6,927.6 

2011 

42.74% 
0.56%. 

51.15% 
5.54% 

100.00% 

Kansas City Power & Light Company 
Case No. ER~2016~0285 

Historical Consolidated Capital Structures for Great Plains Energy 

2012 2013 2014 

$3,340.0 $3,474.4 $3,586.1 
39.0 39.0 39.0 

3,019.9 • 3,516.8 • 3,480.8 • 
716.1 292.2 533.3 

$7,115.0 $7,322.4 $7.639.2 

2012 2013 2014 

46.94% 47.45% 46.94% 
0.55% 0.53% 0.51% 

42.44% 48.03% 45.56% 
10.06% 3.99% 6.98% 

100.00% 100.00% 100.00% 

2015 5~Year Averaae 3~Year Averaae 

$3.656.5 $3,340.4 $3,572.3 
39.0 $39.0 $39.0 

3,746.2 • $3,390.3 $3,581.3 
409.0 $481.4 $411.5 

$7,850.7 $7,251.1 $7,604.1 

2015 5-Year Avera~e 3-Year Average 

46.58% 46.02% 46.99% 
0.50% 0.54% 0.51% 

47.72% 46.80% 47.10% 
5.21% 6.64% 5.39% 

100.00% 100.00% 100.00% 

Schedule DM-r1 



Capital Components 

Common Equity 
Preferred Stock 
Long-Term Debt 
Short-Term Debt 

Total 

Ca(!ital Com[!onents 

Common Equity 
Preferred Stock 
Long-Term Debt 
Short-Term Debt 

Total 

Sources: SEC 10-K Filings 

2011 

$2,960.9 
39.0 

3,543.7 .. 
0.0 

$6,543.6 

2011 

45.25% 
0.60% 

54.16% 
0.00% 

100.00% 

Kansas City Power & Light Company 
Case No. ER-2016-0285 

Historical Consolidated Capital Structures for Great Plains Energy 
Excluding Short-Term Debt 

2012 2013 2014 

$3,340.0 $3,474.4 $3,586.1 
39.0 39.0 39.0 

3,019.9 • 3,516.8. 3,480.8 • 
0.0 0.0 0.0 

$6,398.9 $7,030.2 $7,105.9 

2012 2013 2014 

52.20% 49.42% 50.47% 
0.61% 0,55% 0.55% 

47.19% 50.02% 48.98% 
0.00% 0.00% 0.00% 

100.00% 100.00% 100.00% 

2015 5-Year Average 3-Year Average 

$3,656.5 $3,340.4 $3,572.3 
39.0 $39.0 $39.0 

3,746.2. $3,390.3 $3,581.3 
0.0 $0.0 $0.0 

$7,441.7 $6,769.7 $7,192.6 

2015 5-Year Average 3-Year Average 

49.14% 49.33% 49.67% 
0.52% 0.58% 0.54% 

50.34% 50.09% 49.78% 
0.00% 0.00% 0.00% 

100.00% 100.00% 100.00% 

Schedule DM-r2 



Capital Components 2011 

Common Equity $2,045.5 

Long-Term Debt 1,914.6 ~ 

Short-Term Debt 227.0 

Total 4,187.1 

Capital Components 2011 

Common Equity 48.85% 

Long-Term Debt 45.73% 

Short-Term Debt 5.42% 

Total 100.00% 

Source: SEC 10-K Filings 

Kansas City Power & Light Company 
Case No. ER-2016-0285 

Historical Consolidated Capital Structures for KCPL 

2012 2013 2014 

$2,096.7 $2,179.3 $2,275.0 

1,902.1 .. 2,312.2 " 2,296.8 .. 

361.0 93.2 358.3 

4,359.8 4,584.7 4,930.1 

2012 2013 2014 

48.09% 47.53% 46.15% 

43.63% 50.43% 46.59% 

8.28% 2.03% 7.27% 

100.00% 100.00% 100.00% 

2015 5-YearAverage 3-Year Average 

$2,433.1 $2,205.9 $2,295.8 
2,563.1 .. $2,197.8 $2,390.7 

180.3 $244.0 $210.6 
5,176.5 $4,647.6 $4,897.1 

2015 5-Year Average 3-Year Average 

47.00% 47.53% 46.89% 

49.51% 47,18% 48.84% 

3.48% 5.30% 4.26% 

100.00% 100.00% 100.00% 

Schedule DM-r3 



Capital Components 

Common Equity 

Long-Term Debt 

Short. Term Debt 

Total 

Capital Components 

Common Equity 

Long-Term Debt 

Short-Term Debt 

Total 

Source: SEC 1 o~K Filings 

2011 

$2,045,5 

1,914.6 .. 

0.0 

3,960.1 

2011 

51.65% 

48.35% 

0.00% 

100.00% 

Kansas City Power & Light Company 
Case No. ER-2016-0285 

Historical Consolidated Capital Structures for KCP&L 
Excluding Short-Term Debt 

2012 2013 2014 

$2,096.7 $2,179.3 $2,275.0 

1,902.1" 2,312.2 * 2,296,8 .. 

0.0 0.0 0.0 

3,998,8 4,491.5 4,571.8 

2012 2013 2014 

52.43% 48.52% 49.76% 
47.57% 51.48% 50.24% 

0.00% 0.00% 0.00% 
100,00% 100.00% 100.00% 

2015 5-Year Average 3-Year Average 

$2,433.1 $2,205,9 $2,295.8 

2,563.1 .. $2,197.8 $2,390.7 

0.0 $0.0 $0.0 
4,996.2 $4,403.7 $4,686.5 

2015 5-Year Average J...Year Average 

48.70% 50.21% 48.99% 
51.30% 49.79% 51,01% 

0.00% 0.00% 0.00% 
100.00% 100.00% 100.00% 

Schedule DM-r4 
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Issue 

Pledg<1d Q"nollll Morto•Qe Bonds 
EIRR 1992 Serin!l 
MATES S<1rl<1r> 1 003-A 
MATES Snrles 1993-B 
EIRR La Cygne 2005 Serle~· 4.65% Coupon 

Mor\IJIIIJ<I S..nds S<trlo~ 2000A- 7,15% 

Una<IIOUrlld Not<lll 
S<~nlor Notes Duo 2017 • 5.85% Coupon (1) 
Senior Not .. s Du" 2035-5.05% Coupon (2) 
Senior Nott'lll Due 20111- 8.375% Coupon (3) 
Senior Notes Duo 2041 -5,30% Coupon (4) 
Senior Noles Duo 2()23- 3.15% Coupon (1) 
Senior Notes Duo 2023-3.65% Coupon (1) 

Envlronmlln~llmprovemllnl Rcvt~nu" R<1fundlnq BondJ 
2005 Serlo~ DUo 2035.4,65% Coupon 
2007 S..ri11S A Du<1 2035 
2001 Snrle~ 8 Duo 2035 
:W08 Snrl<!r; Due 2038 

Other Lona-Tcrm D"bt 

,,, 
lnl~al 

Olf11rlnc 

$31,000,000 
$.40,000,000 
$39,4110,()()0 
$21,940,000 

$400,000,000 

$250,()00,00() 
$250,000,000 
$350,000,000 
$400,000,GOO 
$300,000,000 
$350,000,000 

$50,()00,000 
$73.250,000 
$73,2:50,0()0 
$23,400,000 

Kansas City Power & light Company 
Case No. ER-2016-0285 

Weighted Average Cost of Long-Term Debt Capital 
December 31, 2016 {ProjectMI) 

(b) ,,, (~ ,,, 
" Orialnol Und .. rwr~lng 

Dille of Dolo of Prico to Discount & lMUOOCO 

~ ~ Public (Premium) Expense 

\l/151111112 71112017 $31,000,000 $334,406 
12rf/1993 1211/2023 $40,000,000 $3112,3211 
12r7119\l3 1211/2023 $39,460,000 $364,531 
2123119114 911/2035 $21,940,000 
3/24/2009 3124/20111 S4DO,OOO,DOO $432,000 $4,023,316 

5/3()/2()()7 6/1512()17 $250,000,000 $420,000 $1,M3,906 
11117/2{)05 11/15/2()35 $250,000,000 $1,505,000 $2,443,1011 

31&12(106 3/112018 $350,()00,0(l(l $2,568,730 
9/20/2011 1011/2041 $400,000,000 $2,568,00!1 $3,8711,569 
3/14/2013 311512023 $300,000,000 $282,000 $2,339,941 
811312015 811512025 $350,000,000 $1,2411,000 $2,1125,3711 

911105 911/2()35 sso.aao,ocm 
9/19/tl7 9/112035 $73,25(),00CI $130,278 
9119107 ll/112035 $73,250,000 $130,278 
51211/08 51112038 $23,400,000 $213,055 

,,, (h) 0 m 
Long-t•mn Annual Cast 

Nnt Procn...:l~ Co~t to D<1bl CAp~ol of Long-torm 
to Compony Compony Outstondlng DcbtCIII)Itol 

$30,665,5114 1.499% $31,000,000 $4&4,625 
$39,1137,1174 3.051% $40,000,000 $1,22.0,500 
$39,115.~69 3.053% $311,4110,000 S1,2ll5,502 
$21,940,000 4.650% $21,940,000 $1,020,210 

$395,544,664 7.309% $400,00D,OOO $20,235,757 

$247,738,094 5.972% $250,000,0()0 $14,9211,940 
$246,051,891 6.166% $250,000,000 $15,415,411 
$347,433,270 6.476% $350,0Cl0,0(l(l $22,665,182 
$393,555,431 5.400% $400,000,000 $21,1136,850 
$297,378,059 3,253% $30(),000,000 $11,759,257 
$345,6211,1321 3,7114% $350,000,000 $13,28CI,167 

$50,000,0()0 4,650% $50,000,000 $2,325,000 
$73,119,722 1.127% $73,250,CIOO $1125,514 
$73,11\1,722 1.127% $73,250,000 $825,514 
$23,1!1&,945 3.108% $23,40(),000 $727,332 

-·"·c,...,... Unamol'lliod Otseounton SonlorNot&S 
Un.~~morUzod Debt Expei'ISil 
Los:~I(Gnln) on Roncqulrod D<1bt 

~·Amount Removed from Cal~ulaUon·~ · -::- $4,430,31!14"'-~,-.. _~---.co:---"""'7~~-:':'::-::;~~'_~· 
$10,773,4611 ' 

Weighted Cost oflnleres\ Rule M~nngement Products 
TaK-ex .. mj)l D11bl Rnpurchi!S<ld (nn .. ~ 4 and 12) 

Total KCP&L Long-Tnrm Debt C11plblol 

KCP&L W<~lghled Avg. Colt ofLong-T11rm O.,bt Caplblol 

Not<111: 
(1) EKpen~o~ IIMoclalcd with th11 Sonlor Nolo5 am blllno Amortl:~:nd ovnr o 10 y.,ar period. 
(2) EKpen:;o:; all5oclal...:l wRh tho Senlar Noles are blllngamortl;r:od over o 30 year period. 
(3) EK~n:I<IS IISSOcl11l...:l wllh \h<1 Senior Nolo~ 11ro bolng Amortized over 11 10 yoor period. 
(4) Expnn~MIIMOclot...:l with lh<1 S..niDr Not<1s oro bolng nmorttzed over" 30 ynnr period. 

Source! Rob11rt 8. Hov<~rl Direct To~tlmony, Schedule RBH-10, p. 3. 

Doc11mber 31, 2016(Projected) 

Oec11rnbcr 31, :ZD16(Projocted) 

$ 704,148 
$8,535,g411 

4.65% ($71,941J,OOO} ($3,345,210) 

$2,580,380,000 $141,430,53, . 

5.481'.4 

Schedule DM-r5 
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Kansas City Power & Light Company 
Case No. ER-2016-0285 

Simple Interest/Amortization Method for Embedded Cost of Debt 

Issue 

Pledged General Mortgage Bonds 
EIRR 1992 Series 
MATES Series 1993-A 
t..'1ATES Series 1993-B 
EIRR La Cygne 2005 Series· 4.65% Coupon 

Mortgage Bonds Series 2009A- 7.15% 

Unsecured Notes 
Senior Notes Due 2017 · 5.85% Coupon (1) 
Senior Notes Due 2035 · 6.05% Coupon {2) 
Senior Notes Due 2018 • 6.375% Coupon (3) 
Senior Notes Due 2041 • 5.30% Coupon (4) 
Senior Notes Due 2023 • 3.15% Coupon (1) 
Senior Notes Due 2023- 3.65% Coupon (1) 

Environmental Improvement Revenue Refunding Bonds 
2005 Series Due 2035- 4.65% Coupon 
2007 Series A Due 2035 
2007 Series B Due 2035 
2008 Series Due 2038 

Other Lon.s.-Term Debt 
Unamortized Discount on Senior Notes 
Unamortized Debt Expense 
lossi(Gain) on Reacquired Debt 
Weighted Cost of Interest Rate Management Products 
Tax-exempt Debt Repurchased Oines 4 and 12) 

Total 

KCP&L Weighted Avg. Cost of Long-Term Debt 

Long-term 
Debt Capital 
Outstandi.!!a 

$31,000,000 
$40,000,000 
$39,480,000 
$21,940,000 

$400,000,000 

$250,000,000 
$250,000,000 
$350,000,000 
$400,000,000 
$300,000,000 
$350,000,000 

$50,000,000 
$73,250,000 
$73,250,000 
$23,400,000 

($4,430,364) 
($10,773,469) 

($71,940,000) 

$2,565,176,168 

Source: Robert B. Hevert Direct Testimony, Schedule RBH-10, p. 3 and 
KCPL v.QI'kpapers. 

5.486% 

Embeddeded 
Interest 
Ex£!:.nse 

$468,006 
$1,214,080 
$1,198,957 
$1,020,210 

$34,365,338 

$14,527,162 
$14,858,859 
$26,737' 558 
$21,415,066 

$9,710,189 
$13,191,367 

$2,325,000 
$820,664 
$820,664 
$681,343 

$ 704,148 

(3,345,210) 

$140,713,402 

Schedule DM-r6 
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