Before the Public Service Commission

Of the State of Missouri

	In the Matter of the Application of Kansas City Power & Light Company for an Accounting Authority Order Regarding Accounting for Extraordinary Cost Relating to Storm Damage.
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Joint Recommendation


COME NOW the Staff (“Staff”) of the Missouri Public Service Commission (“Commission”), Kansas City Power & Light Company (“KCPL” or “Company”) and the Office of the Public Counsel (“Public Counsel”), and for their Joint Recommendation in the above-captioned case, respectfully state as follows:


1.
On April 24, 2002, KCPL filed, pursuant to Section 393.140(4) RSMo 2000 and 4 CSR 240-2.060 and 2.080, an Application for an Accounting Authority Order (“AAO”) for the purpose of deferring costs incurred as a result of a severe ice storm that hit KCPL’s service territory during January 30-31, 2002.  The AAO would cover “costs directly related to the ice storm, including, but not limited to, labor costs, material purchases and repairs.”  Citing widespread power outages, the loss of about one-third of KCPL’s metro circuits and the need to enlist the services of hundreds of out-of-state crews, the Company asserted that the resulting costs are extraordinary, and requested that they be collected in Account 182.3, “Other Regulatory Assets,” and subsequently amortized over a five-year period.  According to the Application, KCPL would seek to recover the unamortized portion of the costs deferred under the AAO in future rate cases.

2.
On May 30, 2002, Public Counsel filed a responsive pleading, wherein it recommended that the Commission grant KCPL’s request for an AAO, subject to five conditions.  In the alternative, Public Counsel requested that the Commission set the matter for hearing.

3.
After determining that KCPL’s request is consistent with the purpose and requirements of accounting authority orders, the Staff, on June 10, 2002, filed a responsive pleading concurring with Public Counsel’s recommendation that the subject AAO be granted¸ albeit with one modification to the third condition suggested by Public Counsel.  The Staff proposed that the 60-month amortization period for amounts deferred under the AAO begin February 1, 2002 (immediately after the two-day ice storm), rather than upon receipt of a Commission order authorizing the AAO, as was suggested by Public Counsel.  The suggestion of an earlier start date for the beginning of the amortization period was intended to ensure timely recognition of cost of the ice storm in KCPL’s financial statements. 
4.
In an order issued June 14, 2002, the Commission, noting that KCPL had not responded to Public Counsel’s pleading, set a prehearing conference for June 28, 2002 and directed the parties to file a proposed procedural schedule by July 5, 2002.  At the prehearing conference, the parties expressed confidence that the matter could be resolved without need of a hearing, and requested an extension of the time allotted for the filing of a proposed procedural schedule.  The presiding Regulatory Law Judge granted the request and extended the filing deadline to July 19, 2002.  The Commission issued a Notice to that effect on July 1, 2002. 

5.
The Company expressed concern, as a result of representations it had made to the financial community on the basis of past Commission practice, about the aforementioned Staff recommendation that the amortization commence on February 1, 2002.  As an accommodation in this one instance,
 the parties to this Joint Agreement are recommending that the amortization be ordered to begin on the effective date of the Commission’s order authorizing the AAO, but that the period of amortization nevertheless be concluded five years after the occurrence of the ice storm.  The parties to this Joint Agreement agree that this accommodation represents a negotiated settlement of the bookkeeping that KCPL will engage in prior to KCPL seeking any ratemaking treatment for the eligible expenditures, and that this accommodation will not be cited as precedent.

6.
The parties hereby jointly recommend that the Commission approve KCPL’s request for an AAO to collect costs associated with the ice storm that occurred on January 30-31, 2002.  The AAO should be granted subject to the following conditions:

a.
That KCPL is authorized to defer actual incremental operation and maintenance expenses incurred as a direct result of the January 2002 ice storm to USOA (Uniform System of Accounts) Account 182.3.  Such expenses shall be in accordance with USOA definitions of operation and maintenance expense and shall exclude any costs of or related to expenditures relating to plant-in-service (i.e., capital costs).

b.
That any insurance claim proceeds, if applicable, first be used to offset the amount of the incremental expenses deferred.  Any insurance proceeds in excess of the actual incremental expense (to the extent any insurance proceeds exist) shall be used to offset capital additions directly resulting from the ice storm.

c.
That KCPL is authorized to begin ratably amortizing the amount deferred, net of applicable insurance credits, to Account 182.3 over a period beginning on the first day of the first calendar month following the effective date of the Commission’s order authorizing the AAO and ending on January 31, 2007.  If actual expenses, net of insurance credits, are not fully known at that time, the Company may begin amortizing a reasonable estimate thereof.  Thereafter, at such time as the net actual expenses are known, the Company shall promptly book a correcting amortization entry so that the revised monthly amortization amount will, on a going-forward basis, be the same as if the net actual expenses had been amortized from the commencement of the amortization.  KCPL may make this adjustment without having either to seek Commission approval or to notify the other parties to this case.
d.
That KCPL shall maintain adequate records supporting the incremental expenses deferred. Such records shall include, but not be limited to, detailing of outside contractors, food and lodging costs, labor and material costs, procedures and verification for expense versus capitalization determinations, and determination of incremental levels of such costs versus normal on-going levels of costs.  Such records shall be available for Public Counsel and the Commission Staff to review.

e.
That in granting the requested AAO, the Commission makes no findings as to whether deferred expenses are reasonable, whether other factors contributed to the damage to the system and the resulting repair/replacement costs incurred, or whether KCPL would have suffered financial harm (i.e. earnings during the period were inadequate to compensate KCPL for the costs incurred) absent deferral.  The Commission reserves the right to consider in a future rate case the ratemaking treatment of the costs deferred, as well as any assertions, including the appropriate amortization period, made by parties thereto.

7.
The parties to this proceeding respectfully submit that, with the filing of this Joint Recommendation, they have effectively discharged the requirement that they file, pursuant to the aforementioned July 1, 2002 Commission Notice, a proposed procedural schedule no later than July 19, 2002.
WHEREFORE, the parties jointly recommend that the Commission approve, subject to the five conditions set forth in Paragraph 6 hereinabove, KCPL’s Application for an AAO that provides for the deferral of net eligible storm costs, and the monthly amortization of said costs beginning on the first day of the month immediately following the effective date of the Commission’s order authorizing the AAO, and ending on January 31, 2007. 
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� No such accommodation was necessary in the case of an analogous accounting authority order application filed by Aquila, Inc. (Case No. EU-2002-1053).  That utility agreed to Staff’s recommendation that the amortization commence on February 1, 2002, immediately following the ice storm, and the Commission so ordered in its Order Granting Accounting Authority Order, issued June 27, 2002.
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