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1 SURREBUTTAL TESTIMONY 

2 OF 

3 KAREN LYONS 

4 KANSAS CITY POWER & LIGHT COMPANY 

5 CASE NO. ER-2016-0285 

6 Q. Please state your name, employment position, and business address. 

7 A. Karen Lyons, Utility Regulatory Auditor with the Missouri Public Service 

8 I Commission ("Commission"), Fletcher Daniels State Office Building, 615 East 131
h Street, 

9 I Kansas City, Missouri 64106. 

10 Q. Are you the same Karen Lyons who contributed to Staff's Revenue 

11 II Requirement Cost of Service Report ("COS Rep011") and provided rebuttal testimony as part 

12 I of this rate proceeding? 

13 A. Yes. 

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

15 A. The pmpose of my surrebuttal testimony is to respond to statements and 

16 I positions taken by the following Kansas City Power & Light Company ("KCPL") witnesses 

17 I that address the issues of use of forecasts and trackers for isolated expense and revenue; the 

18 i wholesale reyenue credit; the allocation of the Greenwood Solar facility; and Fuel, Purchased 

19 I Power, and Off-System Sales: 

20 
21 

22 
23 

24 

• Tim M. Rush - Forecast and trackers and the allocation of the Greenwood 
Solar facility. 

• Don A. Frerking - Transmission expense and revenue forecasts, wholesale 
revenue credit. 

• John R. Carlson- Southwest Power Pool ("SPP") Z2 costs 
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• Ronald A. Klote- Greenwood Solar Facility. 

• Burton L. Crawford- Fuel, Purchased Power, and Off-System Sales. 

3 ~ TRANSMISSION EXPENSE AND REVENUE/FORECAST/TRACKER 

4 Q. Please summarize the rebuttal testimony of KCPL witness Rush and Frerking 

5 II regarding KCPL's alternative proposals to include forecasted transmission expense and 

6 II revenue in the FAC or tracking a forecasted level of these items in base rates. 

7 A Mr. Rush suggests in his rebuttal testimony that not allowing a forecasted level 

8 I of transmission expense in the Fuel Adjustment Clause ("FAC"), or not authorizing the use of 

9 I a tracker based on forecasted levels of transmission expense and revenue, will continue to 

10 ! have a negative impact on KCPL's earnings1 In his rebuttal testimony, Mr. Frerking 

11 I addresses several factors that will impact transmission expense and transmission revenue in 

12 I the future and, because of these factors, he concludes that KCPL's primary proposal to 

13 I include projected 2017-2018 transmission expense and revenue in base rates and inclusion in 

14 ~ the FAC is the appropriate methodology to treat these costs.2 

15 Q. Please explain how Staff treated KCPL's transmission expense and 

16 I transmission revenue in its direct filing. 

17 A. Staff analyzed KCPL's transmission expense and revenue for the period of 

18 I January 2009 through June 2016. Based on a discernable upward trend, Staff included an 

19 I annualized level of transmission expense and transmission revenue based on the 12-month 

20 I period ending June 30, 2016 in its Accounting Schedules supporting its COS Report, filed on 

21 I November 30,2016. 

1 Rush Rebuttal, page 7. 
2 Frerking Rebuttal, page 27. 
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Q. Does Staff intend to later true-up transmission expense and transmission 

2 II revenue based on data through December 31, 20 16? 

3 A. Yes. Staff will analyze the data throngh December 31, 2016 and detennine an 

4 II appropriate level of transmission expense and transmission revenue to include in KCPL's cost 

5 II of service. 

6 Q. What is KCPL's position for transmission expense? 

7 A. As discussed in my rebuttal testimony, KCPL is proposing two options for 

8 II recovery of transmission expense and revenue: 

9 I 1. KCPL's primary proposal is the inclusion of a forecasted average of 2017-

10 2018 transmission expense and transmission revenue in base rates and flowed 

11 I through the F AC. 

12 II 2. If transmission expense and transmission revenue are not included in the FAC, 

13 I KCPL proposes a one-way tracker using a forecasted average of 2017-2018 

14 values to represent an ongoing level of transmission expense and transmission 

15 I revenue to include in KCPL's cost of service and proposes to track the 

16 I forecasted levels. To the extent the actual net result of transmission expense 

17 I and revenue is lower than the base level included in customer rates, KCPL will 

18 refund the difference to its customers. If the actual net expense is higher, 

19 I KCPL will absorb the difference. 

20 Q. Is there a difference in the mechanics of a transmission expense and 

21 ~transmission revenue tracker? 

22 A. Yes. Staff is unclear if KCPL's proposal for a transmission expense and 

23 I transmission revenue one-way tracker is intended to net the expense and revenue or to have a 

24 I separate tracker for expense and revenue. If KCPL is recommending a separate tracker for 

25 I expense and revenue to protect its earnings and its customers, the mechanics of a one-way 
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1 I tracker for revenue is handled differently than explained by lvfr. Rush in his Direct Testimony. 

2 I For transmission expense, KCPL will refund to its customers any over-recovery of 

3 I transmission expense and absorb any nuder-recovery of transmission expense. For KCPL 

4 I customers to be protected with a transmission revenue tracker, the opposite must occur. 

5 I KCPL will absorb any over-recovery of transmission revenue and ref\md KCPL customers for 

6 I any tmder-recovery. The tables below illustrate bow the tracker would work: 

7 
·. ·· ... 'OveJ':recovefYofrfaiisrilission·Ex!l~nse 

Established level in I Actual Expense I Amotmt refunded to 
Base Rates inctmed KCPL customers 

$100 I $90 I $10 

tJitder~reC'ovei}iiOt",:frilnsmi$"sioii:Ex!lense"''·'··· 
Established level in I Actual Expense I Amotmt absorbed by 

Base Rates inctmed KCPL 
$100 I $110 I $10 

8 

by 
· Base Rates inctmed KCPL 

Base Rates incurred KCPL customers 

9 

10 Q. Is Staff recollllllending the inclusion of all transmission expense and revenue 

ll I items in this case based on an average of projected 2017-2018levels in the FAC? 

12 A. No. Instead, Staff is recollllllending the inclusion of only a limited amount of 

13 I actual transmission expense, based on historical data, and the exclusion of all transmission 

14 I revenue, forecasted or otherwise, in the FAC. Staff witness David C. Roos provides Staff's 
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1 I recommendation of the items properly includable in KCPL's FAC in Staffs COS Repmt filed 

2 II on November 30, 2016 and rebuttal testimony filed on December 30, 2016. 

3 Q. Does Staff agree with KCPL's proposal to include an average of 2017-2018 

4 I forecasted levels of transmission expense and revenue in the FAC? 

5 A. No. Staff disagrees with the use of forecasted costs to set base rates for net 

6 ~ transmission expense, because this approach does not use known and measurable data and 

7 I would force customers to pay in advance for transmission costs. Staff also disagrees with the 

8 I use of forecasted costs in the FAC for the same reason. The pmpose of the FAC .is to allow 

9 ! an electric utility to recover prudently incurred fuel costs outside of a general rate case. 

10 I CmTently KCPL has a 95%/5% sharing mechanism which means that KCPL recovers 95% 

11 I of its prudently incurred fuel costs and if KCPL's fuel costs are lower than the base level, 

12 I KCPL returns 95% of all fuel cost savings to its ratepayers. In its Repmt and Order in Case 

13 I No.ER-2014-0370 the Commission stated, 

14 A 95%/5% sharing mechanism, where customers would be responsible 
15 for, or receive the benefit of, 95% of any deviation in fuel and 
16 purchased power costs would provide KCPL a sufficient oppmtunity to 
17 earn a fair retum on equity while protecting KCPL's customers by 
18 providing the company an incentive to control costs? 

19 I If the Commission allowed KCPL to recover all its prudently incurred transmission 

20 i expense through the FAC, under its current tariff and Staff recommendation in this case, it 

21 I would recover 95% of the costs over the base level. This is true whether the base amount is 

22 I set on actual costs or forecasted costs as KCPL proposes in this case. However, if the costs ~ 

23 I are lower than the base level set in a rate case, KCPL will refund 95% of the over-collection 

24 I to its customers and retain 5% of the over-collection. KCPL's proposal to overstate the base 

3 Case No. ER-2014-0370, Commission Report and Order, page 31. 
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1 ~ level of transmission costs set in the rate case by proposing forecasted costs appears very 

2 II likely to force its customers to pay in advance for transmission costs, of which 95% will be 

3 I retumed to the customer and 5% will be retained by KCPL. KCPL witnesses Ives and Rush 

4 I state in their Direct Testimony that KCPL's proposed regulatory mechanisms are intended to 

5 II mitigate the impact of regulatory lag and protect its customers.4 KCPL's proposal to set the 

6 I PAC base level of transmission expense and revenue using an average of 2017-2018 

7 I forecasted levels appears to benefit KCPL, not its customers. 

8 I If the Commission allows KCPL to recover all or a portion of prudently incurred 

9 I transmission expense and revenue through the PAC, Staff recommends that forecasted costs 

10 I should not be used to determine a base level in KCPL 's cost of service. 

11 Q. Does Staff agree with KCPL' s altemative proposal for a one-way tracker based 

12 I on an average of2017-2018 forecasted levels of transmission expense and revenue? 

13 A. No. Staff disagrees with KCPL's proposal to utilize forecasted levels and a 

14 I tracker for transmission expenses and revenues for the following reasons that are described in 

15 i greater detail in my rebuttal testimony: 

16 
17 

18 
19 
20 

21 
22 
23 
24 
25 

• KCPL' s proposal to isolate certain expenses by tracking forecasted levels is 
"single issue" ratemaking. 

• Forecasted costs, without an associated true-up within the same rate case, are 
not known and measurable and are developed by making assumptions that may 
or may not occur. 

• The use of forecasted costs, as advocated by KCPL, disrupts the matching 
relationship among investment, revenue, and expense. KCPL's proposal for 
use of forecasted levels only applies to increasing cost items: it does not 
account for costs that may decrease and offset the cost increases in part or in 
whole. 

4 Ives Direct, page 25, Rush Direct, page 5 
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• Trackers should be used in highly unique or unusual situations, such as when 
costs demonstrate high volatility over a period of time, when there are new 
costs for which there are no historical data to develop an ongoing level of 
costs, or when uncetiain levels of new costs are imposed on utilities by new 
Commission rules. 

Q. Mr. Rush provides a table on page 8 of his rebuttal testimony that suggests 

7 i KCPL has under-recovered transmission expense by nearly $44 million for the period of 

8 i 2012-2015. Do you agree with Mr. Rush's analysis? 

9 A. If all other costs are assumed to remain constant, Staff has no reason to dispute 

I 0 ~ the amount of under-recovery identified by Mr. Rush. However, the reality is that all costs 

II II do not remain constant. KCPL experiences changes to its cost of service, both up and down. 

12 II :Mr. Rush isolates transmission expense without consideration of other changes, both 

13 i increases and decreases, in KCPL's cost of service that can impact KCPL earnings. The 

14 i under-recovery of transmission expense addressed by Mr. Rush may have impacted KCPL's 

15 I ability to earn the authorized return on equity in the past, ** 

16 

17 i ** Staff witness Keith Majors provides a historical 

18 i analysis ofKCPL's earnings on page 25 of his Rebuttal Testimony. 

19 I Fmiher, regulatory concepts such as allllualizations and normalizations are intended to 

20 I match the relationship with a utility's investments, revenues, and expenses and anticipated 

21 I that the same relationship will continue in the foreseeable future. The relationship is not 

22 I intended to occur indefinitely. Once that relationship no longer exists (revenues are no longer 

23 i covering the expenses) and costs can no longer be contained, a rate case is watTanted. 

24 Q. You stated in your rebuttal testimony that the Commission denied KCPL's 

25 I request for a transmission tracker in Case No. ER-2014-0370. What would be the impact on 
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1 ~ KCPL's return on equity if the Commission approved a transmission tracker in Case No. 

2 ~ ER-2014-0370 and experienced a decline in costs in other areas of KCPL's cost of service as 

3 i described above? 

4 A. In the 2014 rate case, KCPL proposed a two-way tracker for net transmission 

5 ~ expense. A "two-way tracker" is used to compare the amount of a particular cost of service 

6 II item actually incurred by a utility to the amount of that item currently included in a utility's 

7 i base rates. Any over-recovery or under-recovery of the item in rates is then booked to a 

8 i regulatory asset or liability, and would be eligible to be included in the utility's rates set in its 

9 i next general rate case. If the Commission had granted a two-way transmission tracker in the 

10 i 2014 rate case, KCPL' s ROE would be even higher due to the deferral of any increases 

11 i experienced in transmission expense. If the tracker was approved in the 2014 rate case, 

12 i KCPL's cost of service in this case would very likely include an annualized level of 

13 i transmission expense in addition to an annual amortization of deferTed transmission expense 

14 I that occurred after rates were set in Case No. ER-2014-0370. As discussed in my rebuttal 

15 I testimony, KCPL experienced cost increases, including transmission expense, since rates were 

I 6 I last set in Missouri, but was able to absorb the cost increases because other areas of its cost of 

17 I service declined. If the tracker had been approved in the 2014 rate case, KCPL's customers 

18 I would have been expected to pay for the difference of transmission expense included in base 

19 I rates in Case No. ER-2014-0370 and the actual incurred transmission expense, even though 

20 I KCPL experienced declines in other areas of its cost of service during the period of time, 

21 allowing KCPL to earn ** ** Thishypothetical 

22 I supports why it is imperative not to isolate certain expenses simply because they are 

23 I increasing and, instead, analyze all of a utility's investment, revenue, and expense at a point in 
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1 II time to ensure that an appropriately balanced relationship among a utility's investment, 

2 I revenue, and expense remains intact. 

3 Q. How does KCPL's proposal for a one-way tracker change the hypothetical 

4 ~ scenario described above? 

5 A. In this case, KCPL proposes to include a forecasted level of costs in base rates, 

6 II in conjunction with a one-way tracker mechanism. Under its proposal, if actual costs are 

7 ~ lower than what is included in base rates, KCPL would return the excess to its customers in a 

8 I future rate proceeding. If the actual costs are higher, then KCPL will absorb the excess costs. 

9 I If the actual costs incurred were lower than the base rates set in Case No. 

10 I ER-2014-0370, then an allllual amortization would be set in a subsequent rate case to 

II I return the excess to KCPL's customers. If the actual costs were higher than base rates and 

12 I KCPL had to absorb the increase, earnings could be impacted if the cost is isolated from other 

13 I costs. However, as previously discussed, it is likely that KCPL will experience declines in 

14 I other areas of its cost of service that will allow it to absorb all or a portion of the cost 

15 I increases that occur during the same time period. It is impmtant to note that in both 

16 I hypothetical scenarios, a tracker isolates one expense without consideration of other areas of 

17 I KCPL's cost of service that may offset, in pat1 or in whole, the isolated expense. 

18 Q. Does KCPL's proposal for forecasted costs and tracker mechanisms, including 

19 I the proposal related to property taxes discussed below, shift risk to its customers? 

20 A. Yes. For illustrative purposes, I utilized KCPL's accounting schedules and 

21 I Mr. Rush's Schedule TMR-4, filed in suppot1 of KCPL's application to implement a general 

22 I rate increase on July I, 2016, to compare KCPL's proposed ratemaking treatment to its 

23 I operating costs. The table below includes costs KCPL is proposing to recover in its PAC, and 
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forecasted transmission expense and property taxes. Also included are expenses that are 

2 I cunently tracked by KCPL and defened costs that are recovered tln·ough an amortization. As 

3 I reflected in the table, KCPL is asking the Commission to recover approximately ** ** 

4 I of its total operating expense tlnough the PAC or altemative regulat01y treatment. The table 

5 I below does not include MEE!A related costs that are cunently recovered by KCPL tln·ough a 

6 I rider. Consequently, the percentage of costs KCPL cunently recovers or proposes to recover 

7 tln·ough riders, trackers, and amortizations would in fact be higher than ** ** Schedule 

8 I KL-s1 attached to this testinwny provides the table below in greater detail. 

9 I** 

10 I** 

11 Q. Would the percentage included in the table above change if off-system sales, 

12 I currently recovered in the FAC, and transmission revenues, if treated as proposed by KCPL, 

l3 I are included? 

14 A. Yes. If off-system sales and transmission revenues are used to offset the costs 

15 I identified above, the percentage of costs compared to total operating expense less these 
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1 I revenues would be approximately * * __ * * The following table includes off-system sales 

2 I and transmission revenues. 

3 I** 

------ ---------------

4 I ** 
5 I KCPL 's proposal to recover approximately ** __ ** of its costs through a rider, 

6 I tracker, or amortizations likely reduces KCPL's incentive to minimize costs and shifts risks 

7 I from its shareholders to its customers. 

8 Q. Are there any other transmission related issues that you would like to address? 

9 A. Yes. Mr. Frerking discusses the Regina! Transmission Organization ("RTO") 

10 I administrative fees, Federal Energy Regulatmy Colll.l.ll.ission ("FERC") fees, and Nmih 
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1 I America Electric Reliability Corporation (''NERC") fees in his rebuttal testimony. 5 

2 I Specifically, he repeats KCPL's position to recover these fees, at a forecasted level, through 

3 I the FAC or through a tracker mechanism and disagrees with Staffs alillualized level based on 

4 I the updH!e per~od, June 30, 2016. On pages 18-21 of my rebuttal testimony, I discuss these 

5 I fees, specifically that Staff will include an annualization of these costs based on actual results 

6 I as of the tme up period, December 31, 2016. This includes the SPP administrative fee rate 

7 I that increased to 41.9 cents per :tvfWh effective January 1, 2017. Staff also provided a table of 

8 I historical fees incuned by KCPL for the period of2012-2015 in rebuttal testimony. Staff has 

9 I since received 20 16 data for these fees. The table below is updated to reflect the period of 

10 I 2012-2016: 

11 I ** 

'F ".:. ~ tl ''%iif!¥~ i;?~ 

- - - - -

-

-

-

-

-

- . '. -

12 I** 

13 Q. Did KCPL project SPP administrative fees to increase in 2016? 

14 A. Yes. KCPL used the same argument in Case No. ER-2014-0370 regarding 

15 I SPP administrative fees that it is using in this case for transmission expense and property 

16 I taxes: costs have historically increased and, therefore, recovery through the FAC or through a 

'Frerking Rebuttal Testimony, pages 22-26 
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1 I tracker is waJTanted. The actual SPP administrative fees incurred in 2016 by KCPL were 

2 I nearly $2 million less than the annualized level of fees Staff included in KCPL's cost of 

3 II service in the 2014 rate case. This is one example of how regulatory lag be11efits KCPL in 

4 II some instances. Similar to KCPL's assumptions about CIP and Cyber-Security costs 

5 ! addressed in my rebuttal testimony, KCPL's assumptions in the 2014 rate case that SPP 

6 I administrative fees would increase simply did not materialize in 2016. 

7 Q. Did Staff include 2015 MISO fees in its case, as suggested by Mr. Frerking on 

8 II page 24 of his Rebuttal Testimony? 

9 A. Yes. Staffinadvettently included the 2015 level ofMISO fees in KCPL's cost 

10 I of service at the direct filing on November 30, 2016. Although MISO costs are immaterial, 

11 i Staff will appropriately update these fees through December 31,2016. 

12 Q. Please summarize Staffs position on KCPL's proposal to include a forecasted 

13 !level of transmission expense and transmission revenue in its base rates, and include these 

14 I forecasted costs in the FAC or alternatively to track these costs. 

15 A. KCPL's proposal to track a forecasted level of transmission simply because 

16 I KCPL expects that expense to increase in the future is not valid. After the Commission 

17 I approved a FAC for KCPL in Case No. ER-2014-0370, KCPL** 

18 I **for the 12 month period following the effective date of rates in Case 

19 I No. ER-2014-0370, even considering the increasing transmission expense. 

20 i KCPL's proposal to track forecasted levels of transmission expense and revenue 

21 ~ should be denied, and instead the Commission should approve an annualized level of 

22 I transmission expense and revenue based on Staffs methodology to include in KCPL's cost of 

23 ~ servtce. 
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Independence Power & Light Transmission Expense 

Q. Please summarize KCPL's rebuttal testimony addressing Independence Power 

3 I & Light ("IPL") transmission expense and transmission revenue. 

4 A. On pages 6-7 of his Rebuttal Testimony, KCPL witness Frerking discusses the 

5 ! PERC settlement related to IPL transmission expense and revenue, and states that KCPL's 

6 ~proposed methodology of using an average of 2017-2018 forecasted levels of costs is the 

7 I appropriate way to capture those transmission changes in KCPL's cost of service. 

8 Q. Please summarize Staff's position on IPL transmission expense and revenue. 

9 A. As discussed in my rebuttal testimony, beginning on page 9, PERC approved a 

I 0 I settlement ("reduced settlement")reducing the amount of transmission expense and 

II I transmission revenue that KCPL will incur as a result of IPL's placement into the KCPL 

12 I pricing zone in SPP. The changes to the level of transmission expense and revenue will be 

13 I reflected in Staff's true-up. 

14 Q. Do you agree with Mr. Frerking when he suggests that KCPL's proposal to use 

15 12017-2018 forecasted transmission levels allows for a true annualized amount of IPL 

16 I transmission expense and revenue?6 

17 A No. Mr. Frerking uses the plu·ase "tt•ue annualization" throughout his 

18 I testimony, suggesting that 2017-2018 forecasts are the only method that can capture the 

19 I changes that have occurred, such as the settlement for IPL transmission expense and revenue. 

20 I The reduced settlement is known and measurable since KCPL is currently incurring 

21 I transmission expense and revenues based on the reduced settlement. Mr. Frerking recognizes 

22 I this when he asks the following question on page 27 of his Rebuttal Testimony, "Are there 

6 Frerking Rebuttal, page 29 
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I ~ any known changes to transmission expenses that would that [sic] make it even more 

2 I appropriate to annualize based on the Company's proposed methodology?" The key phrase in 

3 I Mr. Frerking's question is known changes. Mr. Frerking is suggesting to the Commission that 

4 II ongoing changes to transmission expense and revenue, such as those related to IPL, are a 

5 I valid reason to use a forecast. Staff will address any future changes that may occur with 

6 I transmission expense or revenue in KCPL' s next general rate case. Staffs· annualized level of 

7 II transmission expense and revenue for the true-up will reflect the known changes (i.e., reduced 

8 I level) of IPL transmission expense and revenue. 

9 I SPP Open Access Transmission Tariff ("OATT") Attachment Z2 charges . 

10 Q. Please summarize KCPL's rebuttal testimony regarding SPP's Z2 costs. 

II A. On page 9 of his Rebuttal Testimony, Mr. Frerking's testimony provides a 

12 II background of the SPP Z2 costs and on pages 42-47 he addresses both the ratemaking 

13 I treatment of an ongoing level of SPP Z2 costs and the ratemaking treatment of the historical 

14 I SPP Z2 related costs. For the ongoing level, he suggests that KCPL's proposed methodology 

15 I of using forecasted costs is the more appropriate way to treat SPP's Z2 costs. Mr. Carlson 

16 II also provides background discussion for the SPP Z2 charges and credits in his rebuttal 

17 I testimony. 

18 Q. Does Staff agree with the background discussions for the SPP Z2 costs 

19 I provided by Mr. Frerking and Mr. Carlson? 

20 A. Staff does not have any reason to dispute this pmtion of the testimony provided 

21 I by Mr. Frerking and Mr. Carlson. 
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Q. Does Staff agree with Mr. Frerking's treatment of the ongoing SPP Z2 costs? 

2 A. No. Consistent with its proposed treatment of IPL transmission expense and 

3 I revenue discussed earlier, Mr. Frerking suggests that KCPL 's proposal to use an average of 

4 12017-2018 forecasts for transmission expense and revenue is the more appropriate method to 

5 i treat the SPP Z2 costs. Staff is opposed to including the ongoing level of SPP Z2 costs using 

6 II a forecast for the same reasons discussed earlier in this testimony and in my rebuttal 

7 I testimony. Since KCPL is now incurring SPP Z2 transmission revenue and expense, Staff 

8 I will include an annualized level of the costs in the true-up. 

9 

10 

ll 
12 
13 
14 
15 
16 

17 

Q. 

A. 

Q. 

What is KCPL's proposal to treat the historical SPP Z2 costs? 

Beginning on page 45 of his rebuttal testimony, Mr. Frerking states: 

The Company is proposing that for the historical amounts that the net 
amount of the Transmission Customer and Transmission Owner 
payables and receivables be included in the cost of service calculation 
at a level that reflects an amortization of up to nine (9) years, which is 
roughly consistent with the time period (March 2008-August 2016) 
over which the historical Z2 amounts occurred. 

Does Staff agree with Mr. Frerking's proposal to amortize the historical SPP 

18 I Z2 costs over 9 years? 

19 A. Yes. The total net Z2 cost for the historical period is $729,772, on a total 

20 I company basis. Ammtizing the net cost over a nine-year period results in an atmual 

21 I ammtization of $81,086. This amount will be reflected in KCPL's cost of service at the true-

22 1 up. 

23 I Midcontinent Independent System Operator ("MISO") Compensation to SPP 

24 Q. Please summarize KCPL's rebuttal testimony related to MISO's compensation 

25 I to SPP. 
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A. Beginning on page 7 of his Rebuttal Testimony, Mr. Frerking provides a 

2 I background of this issue and addresses both the ratemaking treatment of an ongoing level of 

3 I transmission revenue and the ratemaking treatment of the historical transmission revenue 

4 II related to MISO's compensation to SPP. For the ongoing level, he suggests that KCPL's 

5 I proposed methodology of using forecasted costs is the more appropriate way to treat these 

6 revenues. 

7 Q. Does Staff agree with the background of this issue provided by Mr. Frerking? 

8 A. Staff does not have any reason to dispute this pmtion of Mr. Frerking's 

9 testimony. 

10 Q. Does Staff agree with Mr. Frerking's treatment of the ongoing transmission 

11 I revenues KCPL will receive based on MISO' s compensation to SPP? 

12 A. No. Consistent with its proposed treatment of the IPL and SPP Z2 issues 

13 I discussed earlier, Mr. Frerking suggests that KCPL's proposal to use an average of2017-2018 

14 I forecasts for transmission revenue is the mote appropriate method to treat revenues related to 

15 I this issue. Staff is opposed to using, as the ongoing level of transmission revenues, a forecast 

16 I for the same reasons discussed earlier in this testimony and in my rebuttal testimony. Since 

17 I KCPL is now incu!Ting transmission revenue as a result of MISO compensating SPP, Staff 

18 I will include an annualized level of the costs in the true-up. 

19 Q. How does KCPL propose to treat the historical transmission revenues related 

20 I to this issue? 

21 A. KCPL received a one-time settlement payment for historical transmission 

22 I revenue that represented revenues for the period of January 2014-January 2016. Mr. Frerking 

23 I did not address KCPL's proposed treatment of these historical transmission revenues in his 
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testimony. However, it is Staffs understanding, based on discussions with KCPL personnel, 

2 I that the historical revenues should be amortized over a two year period. The transmission 

3 I revenue for the historical period is approximately $500,000 on a total company basis. Staff 

4 I will reflect an annual am01tization amount in KCPL's cost of service at the true-up. 

5 Q. Will the one-time settlement for MISO-related revenues change? 

6 A. Mr. Frerking states the original settlement is subject to a resettlement by 

7 I PERC, as a result of several SPP members filing a complaint with FERC. Consequently, Mr. 

8 I Frerking suggests that using a forecast of 2017-2018 transmission revenue allows for a true 

9 I annualized level of transmission revenue.7 

10 Q. Does Staff agree? 

II A. No. Staff recommends the resettlement be addressed in KCPL's next general 

12 I rate case, to the extent FERC changes KCPL's original settlement amount for historical 

13 I transmission revenue in the future. 

14 I PROPERTY TAX FORECAST!fRACKER 

15 Q. Please summarize KCPL's rebuttal testimony with regard to its request for a 

16 I property tax tracker. 

17 A. Based on historical and forecasted property tax increases, KCPL witness Rush 

18 I continues to propose a property tax tracker using forecasted costs be used in setting rates for 

19 I KCPL. Without this alternative regulatory methodology to treat property taxes, KCPL claims 

20 I it will continue to experience regulatory lag and significantly under-recover property taxes. 

21 I Mr. Rush states on page 5 of his rebuttal testimony, beginning on line 2: 

7 Frerking Rebuttal Testimony, page 8. 
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Q. 

... the Company expects prope1ty taxes to continue to rise and if the 
Commission uses the same methodology in determining the appropriate 
prope1ty tax levels for this rate case as before, the Company will 
continue to experience the significant under-recovery of prope1ty taxes. 
The use of forecasted property taxes would alleviate the lag that has 
been occurring with property taxes. 

Please summarize Staffs position on KCPL's proposal for a prope1ty tax 

8 ~ tracker using forecasted costs. 

9 A. Although Staff recognizes prope1ty taxes have increased over time, KCPL's 

I 0 II request for a tracker using forecasted costs is not justified simply because a specific cost has 

II II increased. As discussed in detail in my rebuttal testimony, KCPL's proposal violates 

12 I fundamental regulatory concepts, such as single issue ratemaking and the known and 

13 I measurable standard, consistently used to develop utility rates in Missouri. In addition, 

14 I trackers should only be used in unique o!· unusual circumstances, such as when costs 

15 I demonstrate high volatility over a period of time, when there are new costs for which there are 

16 i no historical data to develop an ongoing level of costs, or for unce1tain levels of new costs 

17 i imposed on utilities by new Commission rules. 

18 Q. Mr. Rush provides a table on page 16 of his rebuttal testimony that suggests 

19 I KCPL has under-recovered property taxes by nearly $16 million for the period of2012-2015. 

20 I Do you agree with Mr. Rush's analysis? 

21 A. · Yes, if all other costs are assumed to remain constant, Staff has no reason to 

22 I dispute the amount of under-recovery identified by Mr. Rush. However, Staff has two issues 

23 I with the chart provided by Mr. Rush. First, the reality is that costs do not remain constant. 

24 i KCPL experiences changes to its cost of service, both up and down. Mr. Rush isolates 

25 I property taxes without consideration of other changes, both increases and decreases, in 

26 I KCPL's cost of service that can impact KCPL earnings. As discussed in Staff witness 
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1 i Majors' rebuttal testimony, KCPL has ** ** 

2 i for the twelve month period following the effective date of rates in Case No. ER-2014-0370. 

3 I Second, the timing of when KCPL files its rate cases and the related procedural 

4 ~ schedule has an impact on the level of property taxes included in KCPL's cost of service. For 

5 I example, property taxes are assessed on January 1 and due on December 31, of the same year. 

6 I In KCPL's rate case, ER-2012-0174, the Commission ordered true-up date was August 31, 

7 12012 and the effective date of rates was January 26, 2013. Staff and KCPL's annualized 

8 i prope1ty taxes used a ratio of prope1ty taxes paid and plant-in-service and applied the ratio to 

9 I KCPL's plant-in-service as of January 1, 2012. The taxing authority would not have assessed 

10 II any plant that was placed in service after January 1, 2012 until January 1, 2013, with property 

11 I taxes not due until December 31, 2013, 16 months after the true-up period and 11 months 

12 I after the effective date of rates. 

13 Q. How does Staffs annualized level of prope1ty taxes as of the update period, 

14 I June 30, 2016, compare to the actual propetty taxes KCPL paid for the calendar year 2016? 

15 A. Staffs annualized level of property taxes for the update period totaled $93.8 

16 I million. This was derived by using a ratio of2015 property taxes paid to the plant-in-sen'ice 

17 I balance as ofJanuary 1, 2015 and applying that ratio to plant-in-service as ofJanuary 1, 2016. 

18 I This mmualization represents the level of property taxes KCPL is expected to pay in 2016. 

19 i KCPL's actual prope1ty taxes paid for the 12 months ending December 31, 2016 totaled $93.2 

20 i million, approximately $600,000 less than Staff's recommendation. Staff's methodology for 

21 I annualizing 2016 prope1ty taxes accurately reflected the actual prope1ty taxes paid by KCPL 

22 in 2016. As discussed in my rebuttal testimony and by Staff witness Young in Staffs COS 

23 I Report, Staff intends to true up property taxes using a 2016 ratio, calculated in the same · 

Page20 NP 

·~- (. 



Stmebuttal Testimony of 
Karen Lyons 

1 ~manner as discussed above, and apply the ratio to the balance of plant-in-service as of January 

2 II, 2017. It bears repeating that this is the same methodology that has been used by KCPL in 

3 I the past in its rate filings. 

4 Q. How did KCPL's 2016 budget compare to 2016 actual propetiy taxes paid by 

5 I KCPL? 

6 A. KCPL budgeted ** **for 2016 property taxes.8 ** ---

7 ** 

8 Q. Mr. Rush suggests that the Commission has granted Accounting Authority 

9 I Orders ("AAO") for property taxes in previous cases. Do you agree? 

10 A. Yes, Staff agrees when Mr. Rush states on page 5 of his rebuttal testimony: 

11 My understanding is that each of the cases mentioned above in which 
12 the Commission granted an AAO for gas safety replacement-related 
13 costs authorized the defenal, among other things, of propetiy taxes in 
14 connection with the replaced facilities. Additionally, in at least one 
15 case, the Commission granted an AAO to Missouri Gas Energy 
16 ("MGE") which authorized MGE to defer propetiy taxes on gas held in 
17 storage in the State of Kansas. 

18 I Although Mr. Rush did not list or provide details of cases in his rebuttal testimony as 

19 I suggested by his statements above, Staff assumes Mr. Rush is referring to AAOs related to the 

20 I System Line Replace Program ("SLRP") and MOE's Kansas propetiy taxes. To the extent 

21 I Mr. Rush may be refening to the cmTent Infrastructure System Replacement Program 

22 I ("ISRS") process too, Staff will address that as well. 

23 Q. Explain how the natural gas utility SLRPs met the criteria for deferral 

24 I treatment addressed above and in Staff's rebuttal testimony. 

8 KCPL response to StaffData Request 0243 in Case No. ER-2016-0285. 
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I A. The SLRP is the predecessor to the Infrastructure System Replace Program 

2 II ("ISRS"). In the late 1980s, there were significant concems with the safety of natural gas 

3 ~ pipelines in Missouri as a result of several gas explosions that destroyed homes. The 

4 I Commission took the initiative to develop substantial revisions to the Missouri pipeline safety 

5 I regulations. The new rules became effective on December 15, 1989. As a result of the 

6 II Commission rule revisions to Missouri pipeline safety regulations, Missouri gas utilities 

7 I incurred substantial costs to insure Missouri residents were safe. Because of the substantial 

8 I costs, gas utilities requested AAOs to defer the costs, which the Commission granted. In Case 

9 I No. G0-92-185, the Kansas Power and Light Company ("KPL") requested an AAO for 

I 0 I depreciation expenses, property taxes, and carrying costs associated with safety upgrades of 

II I its mains and service lines done in compliance with the Commission's safety rules. The 

12 i Commission granted the AAO on April 21, 1992. In its Report and Order the Commission 

13 I stated: 

14 The Commission determines that the accounting authority order 
15 requested herein by KPL should be granted since the costs to be 
16 deferred are substantially similar and greater in magnitude to costs 
17 found extraordinary by this Commission in other cases and deferred 
18 therein for later consideration. [Emphasis added] 

19 II Schedule KL-s2, attached to this testimony, provides several Commission Report and 

20 I Orders addressing Missouri gas utilities' requests for an AAO for safety related costs. 

21 I The Commission rules and Missouri Statute governing the ISRS allow gas utilities to 

22 I recover specific infrastructure replacements costs that include related property taxes. The 

· 23 I eligible property taxes must be due within twelve (12) months of the ISRS filing. 9 

9 Section 393.1009 
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1 I Consistent with SLRP, the ISRS costs, including propetty taxes, incurred by gas 

2 II utilities are directly related to new or revised Commission rules. In addition, the property 

3 ~ taxes included in ISRS filings must be due within 12 months of the ISRS filing, \0Vhich 

4 I contradicts KCPL's proposal to track an average of2017-2018 forecasted property taxes. 

5 Q. Explain how the AAO granted by the Commission to MGE for Kansas 

6 I propetty taxes met the criteria for deferral treatment. 

7 A. Beginning in approximately 2000, the state of Kansas attempted to assess and 

8 I collect propetty taxes from natural gas local distribution companies ("LDCs") and companies 

9 I that provided transpmtation services for natural gas held in storage at sites physically located 

10 I in Kansas. MGE, and other litigants, pursued appeals in the comt system to overturn the 

11 I pro petty tax assessments on stored natural gas for several years for the benefit of MGE and its 

12 I customers. In Case No. GU-2005-0095, MGE requested an AAO for Kansas property taxes, 

13 I which the Commission granted. Beginning on page 14 of its Report and Order, the 

14 i Commission stated: 10 

15 Based on the Sibley standard that the Commission has applied to 
16 requests for AAOs for the last fifteen years, an AAO is appropriate if 
17 MGE demonstrates that the costs to be deferred are "extraordinary, 
18 unusual and unique, and not recurring." In this case, the costs that 
19 MGE seeks to defer are property taxes. In most cases, the payment of 
20 propetty taxes by a utility would not be a fit subject for an AAO. 
21 MGE, like all investor-owned utilities, routinely pays property taxes. 
22 Again, like all other investor-owned utilities, MGE is routinely allowed 
23 to recover the taxes it pays from its ratepayers through the inclusion of 
24 those tax payments in its cost of service when its rates are calculated in 
25 a rate case. 

26 The Kansas property tax on gas held in storage in that state is 
27 unusual in that MGE, which does not serve customers in Kansas, 
28 has never before had to pay property tax in Kansas. However, if 

1° Case No. GU-2005-0095, Report and Order, Schedule KL-s3. 
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the Kansas taxes are found to be legal in the ongoing court challenge, 
and MGE is required to pay the tax, it should be able to recover those 
tax payments for future years through its rates when it includes those 
taxes in its cost of service in a future rate case. 

The problem is that, at the moment, MGE could not include the Kansas 
taxes in its cost of service even if it were to immediately file a new rate 
case. As a general rule, for an item of cost to be included in a utility's 
cost of service, that item of cost must be both known and measurable. 
A utility's customers should not be expected to pay, t!U"ough their rates, 
for costs that are speculative and might never actually be incurred. 
MGE's Kansas tax liability is now measurable- it has received a bill 
from the Kansas tax authorities for the 2004 year, and future tax bills 
can be estimated - but its Kansas tax liability is not yet known because 
of the uncertainty resulting from the ongoing legal challenge. If MGE 
prevails in court, it may never have to pay the Kansas property taxes. 

The amount of taxes that MGE might have to pay in Kansas is 
significant, both to MGE and to its ratepayers. It would not be 
appropriate to allow MGE to recover millions of dollars from its 
ratepayers for taxes that it might never have to pay. On the other hand, 
these taxes are a legitimate cost of doing business for which the 
ratepayers should be responsible. It would not be fair to MGE's 
shareholders to shift that burden on to them if those taxes ultimately 
must be paid. Fmihetmore, it was MGE's decision to challenge the 
legality of the Kansas taxes, a decision that could greatly benefit its 
ratepayers, that has placed MGE in this difficult position. If MGE had 
accepted the Kansas taxes without challenge, it could have simply 
passed the added taxes on to its ratepayers by filing a rate case. Instead, 
by looking out for the interest of its ratepayers, it has created the 
possibility that it will not be able to recover several million dollars to 
which it would otherwise be entitled. It is that conundmm that makes 
an AAO the appropriate means for dealing with the potential Kansas 
tax liability. By granting MGE an AAO, it will be allowed to defer the 
cost of paying the Kansas property taxes for consideration in a future 
rate case after the legality of those taxes is determined and the costs are 
known and measurable. If those taxes are found to be illegal and MGE 
does not have to pay them, then the defened amounts will simply be 
written off the balance sheet and neither the ratepayers nor the 
shareholders will be harmed. If, on the other hand, MGE ultimately 
must pay the taxes, it will be able to make its case for the inclusion of 
its additional tax liability into its cost of service in a future rate case. 

This uncertainty surrounding MGE's obligation to pay a significant 
amount of taxes is an unusual and unique situation that is not likely to 
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I i recur. As such it meets the Sibley standard for the granting of an AAO 
2 ~ and the granting of such an AAO is appropriate. [Emphasis Added) 

3 I MGE and other litigants continued to dispute the assessments for several years. In 

4 I Case No. GR-2006-0422 and GR-2009-0355, the Commission renewed the AAO. In Case 

5 II No. GR-2014-0007, MGE and other litigants exhausted all of its options in court, with the 

6 I exception of the United States Supreme Coutt. 11 Consequently, as part of the Stipulation and 

7 I Agreement in GR-2014-0007, the patties to the case agreed to include an allowance in MGE's 

8 I revenue requirement representing an ongoing level of Kansas property taxes and an annual 

9 I amortization representing MGE's responsibility for historical Kansas property taxes. 

10 Q. Is it appropriate to compare the AAOs granted by the Commission for SLRP 

11 I and MGE's Kansas property taxes to KCPL's proposal to track forecast levels of ongoing and 

12 I recurring property taxes? 

13 A. No. The prior property tax defen·als cited by Mr. Rush arose from situations 

14 I that the Commission specifically found to be "extraordinary" in nature, and thus eligible for 

15 I deferral through an AAO. Absent situations such as those, property taxes are nmmal, 

16 I reoccuning operating costs that can be appropriately calculated using regulatory concepts 

17 I such as annualizations and nmmalizations. The property taxes incurred by KCPL do not have 

18 I any similarity to the Kansas property taxes that MGE disputed for approximately 15 years or 

19 I the costs that gas utilities incurred as a result of revisions to the Commission rules for SLRP. 

20 Q. Please summarize your testimony concerning KCPL's witnesses that address a 

21 I proposed property tax tracker. 

"United States Supreme Court denied MOE's Petition for a Writ of Certiorari on October 6, 2014. Case No. 13-
1216. 
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A. ·The common theme for KCPL's proposal to track an average of 2017-2018 

2 ~ forecasted property taxes is the claim that rising costs will prevent KCPL from earning its 

3 ~ authorized ROE. Staff does not dispute that propetiy taxes have increased since KCPL's rates 

4 i were last changed in September 2015. However, increases in property taxes, a n01mal, 

5 i recurring, operating expense, are not a valid reason to warrant a tracker using forecasted costs. 

6 I KCPL's proposal for propetty taxes isolates one expense without any consideration for 

7 I changes in other areas of KCPL's cost of service that can mitigate the increase in costs. 

8 II When setting rates, it is essential to address all increases and decreases in investment, 

9 i expense, and revenue to determine the revenue requirement. 

l 0 I WHOLESALE TRANSMISSION REVENUE 

11 Q. Please summarize Staffs position regarding wholesale transmission revenue. 

12 A. KCPL is billed transmission expense from SPP as a transmission customer and 

13 I receives transmission revenues from SPP as a transmission owner, both of which include 

14 I ROE incentives. Staff recommends that KCPL treat transmission expense and revenue 

15 I consistently by reflecting all ofKCPL's revenue and expense, including the impact ofFERC 

16 I ROE incentives, in its cost of service. 

17 Q. How does Staff respond to Mr. Frerking's statement in his rebuttal testimony, 

18 I respecting a Staff adjustment, on page II, lines 13-15, that, "Essentially Missouri retail 

19 I customers would be credited back more than they would have been charged?" 

20 A. Mr. Frerking argues that since all of KCPL's transmission assets are included 

21 I in the retail revenue requirement based on a Commission authorized ROE, and transmission 

22 i revenues received from SPP are based on a higher FERC ROE, an adjustment must be made 

23 I to reduce revenues; otherwise, according to Mr. Frerking, KCPL's Missouri retail customers 
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I ~ would be credited back more than they have been charged. However, Staff disagrees. 

2 II KCPL's participation in SPP encompasses both the financial impacts ofKCPL's ownership of 

3 I transmission assets and the financial impacts of the use of other SPP members' transmission 

4 ~ assets. As a SPP transmission customer, if costs of providing transmission service increase 

5 li for other members of SPP, KCPL's transmission expense will increase. Likewise, as a SPP 

6 I transmission owner, if KCPL's cost to provide transmission service increases, transmission 

7 I revenues received from SPP will increase. Staff considers both transmission revenue and 

8 II transmission expense incurred by KCPL as costs of doing business and, as such, should be 

9 I reflected in KCPL's cost of service on a consistent basis. 

10 Q. Mr. Frerking, when indicating that Staff's rationale is flawed, states on page 17 

11 I of his rebuttal testimony, "Staff is, thus, suggesting that Transmission for Others revenues in 

12 I FERC Acct 456.1 should not be adjusted if Transmission Qy_Others expenses in PERC Acct 

13 I 565 are not adjusted." Do you agree with this statement? 

14 !A. No. Mr. Frerking misrepresents Staff's position with regard to KCPL's adjustment 

15 I to reduce transmission revenues. Staff did not suggest, directly or indirectly, in its COS 

16 I Report that KCPL should reduce transmission expense in FERC Account 565. Staff's 

17 I reconunendation is to include .both transmission revenues received from and transmission 

18 I costs paid to SPP, including PERC incentives. Staff's treatment of transmission revenues and 

19 I transmission expenses in this case is consistent. Apparently, KCPL prefers an approach that 

20 I would allow it to recover, in their entirety, all transmission expenses from its rate payers, but 

21 I also to adjust downward transmission revenues that would otherwise have the impact of 

22 i mitigating a pmtion of the rising transmission expense. 

23 Q. How did Staff treat KCPL's transmission expense in this case?. 
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A. As described earlier in this testimony, Staff included an annualized level of 

2 I transmission expense based on the 12-month period ending June 30, 2016, and will review the 

3 I costs during the true-up phase of the case. With the exception of adjustments made for 

4 i Transource Missouri incentives, Staff did not eliminate any transmission expense. The 

5 I adjustments to eliminate Transource Missouri incentives are consistent with the 

6 I Commission's Order in Case No. EA-2013-0098 and are discussed by Staff witness Majors in 

7 ~ Staffs COS Report, Rebuttal Testimony, and his Surrebuttal Testimony filed in this case. 

8. I GREENWOOD SOLAR STATION ALLOCATION 

9 Q. What is Staffs response to KCPL witness Rush's rebuttal with regard to the 

10 I Greenwood Solar Project? 

11 A. Mr. Rush does not suppmt allocation of any costs of the Greenwood 

12 ~ Solar facility to KCPL "because not a single electron produced by the Greenwood Solar 

13 I facility will ever reach the KCP&L system."r 2 He further explains that KCPL and GMO 

14 I benefit from each other's expertise in generation and distribution projects generally, for none 

15 I of which costs are transferTed. 

16 Q. Will the customers in St Joseph, Missouri, fmmerly GMO's L&P rate district, 

17 I receive any energy from the Greenwood facility? 

18 A. No. It is interesting that Mr. Rush states that the costs should not be allocated 

19 ~to KCPL because KCPL customers will not receive a "single electron" of energy from this 

20 I facility but recommends all of GMO customers pay for the facility even though its customers 

21 I in St. Joseph, Missouri will also not receive a "single electron" from this facility. In fact, a 

22 I very small percentage of customers in GMO's former MPS rate district will actually benefit 

12 Rush Rebuttal page 48. 
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I II from the energy produced at the Greenwood facility. The Greenwood facility is directly 

2 I cmmected to a distribution circuit that will serve approximately 440 GMO customers. Based 

3 I on the level of annualized customers for GMO used by Staff in its direct filing in Case No. 

4 II ER-2016-0156, the Greenwood facility will serve approximately 0.1% of GMO's customers. 

5 ij Based upon the fact that the Greenwood facility will only serve approximately 0.1% of 

6 ~ GMO's customers and lvlr. Rush's confirmation that KCPL's purpose to build the facility was 

7 II for KCPL employees to leam about a utility scale solar project, 13 the total cost of the project 

8 i should be allocated to KCPL and GMO. 

9 Q. What are the plant and reserve balances for the Greenwood solar facility? 

10 A. As of the June 30, 2016 update period, the Greenwood solar facility plant 

11 I balance is approximately $8.4 million recorded in FERC Account 344.oi, with an 

12 ~ accumulated reserve balance of zero. 14 The accumulated reserve for the Greenwood solar 

13 I facility, as of June 30, 2016, reflects a zero balance because it was placed in service on June 

14 !20, 2016, 10 days before the update period. During the true-up phase of this case, Staff will 

15 I allocate the costs based on the plant and reserve balances as of December 31,2016. 

16 Q. What is Staffs position in this case as to how the cost for the Greenwood 

17 I facility should be allocated? 

18 A. As discussed in Staffs COS Repmt, Staff recommended allocating the capital 

19 I costs and related expenses of the Greenwood solar facility based on KCPL and GMO 

20 ~ customers. 15 This method results in 62.27% of the facility capital costs and related expenses 

21 I allocated to KCPL and 37.73% to GMO. 

13 Rush Rebuttal page 4 7. 
14 Staff Data Request No. 0273.1 in Case No. ER-2016-0285. Schedule KL-s4 
15 Staff's.Cost of Service Report, page 52 
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Q. Why is Staff recommending allocating a portion of the Greenwood Solar 

2 I facility to KCPL? 

3 A. Beginning on page 16 of its Report and Order in Case No. EA-2015-0256, the 

4 i Commission expressed its concern that GMO ratepayers will pay for the costs of the project 

5 I that is primarily being built to allow KCPL to gain experience designing, operating, and 

6 I maintaining a utility scale project. In its Repmt and Order, the Commission expected GMO 

7 I to propose an allocation methodology that would share the costs between KCPL and GMO in 

8 I Case No. ER-2016-0156. Staff recommended an allocation methodology in the 2016 GMO 

9 I rate case but since a global settlement was reached between the parties and approved by the 

10 I Commission on September 28, 2016, the allocation of the Greenwood solar facility was not 

II I resolved. 

12 I "Experience gained" fanned the primary basis of the application requesting 

13 I petmission to construct and operate the Greenwood Solar facility in Case No. EA-2015-0256. 

14 I The Commission based its decision to authorize the construction and operation of this solar 

15 I facility on that stated purpose to gain experience for KCPL employees. All employees who · 

16 I manage and operate GMO are KCPL employees. GMO has no employees. KCPL supplies 

17 I all operating services to GMO under an agreement between the two entities. Because KCPL 

18 I has all the employees under its structure, KCPL will be the direct recipient of the experience 

19 I of operating and maintaining the Greenwood solar facility, and that experience will ultimately 

20 I benefit both KCPL and GMO on future solar projects. Consequently, all ofKCPL and GMO 

21 I customers will benefit from the experience KCPL employees will gain from operating and 

22 I maintaining the solar facility. 
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Q. Did Staff recollllllend an allocation methodology using energy in Case No. ER-

2 I 2016-0156 as stated by :tvfr. Rush in his rebuttal testimony in this case?16 

3 A Yes. In Staffs COS Report in Case No. ER-2016-0156, Staffrecollllllended 

4 I an allocation methodology based on energy. Staffs proposal was based on GMO's response 

5 I to Data Request No. 0197 in Case No. ER-2016-0156. In the response, GMO stated that if the 

6 I MPS and L&P rate districts were not consolidated in this rate case, then the costs for the 

7 I Greenwood facility would be allocated to MPS and L&P based on an energy factor using 

8 12015 M\Vh values. However, in sunebuttal testiniony,11 Staff suggested that the costs could 

9 I also be allocated using KCPL and GMO customers. The table below reflects the allocation 

10 I between KCPL and GMO using both customer and energy factors: 18 

11 

1\feihi:ld({i<lgy •- ;~xc"f'J., <-~ Xi%'" . GMO :== ·: ~oJo= ; ' Totar 
Energy (MWh) 14,698,066 64.84% 7,970,619 35.16% 22,668,685 

Customers 524,999 62.27% 318,150 37.73% 843,149 

12 

13 I A very small percentage of GMO customers, and none of KCPL customers, will 

14 I actually receive the energy produced from the Greenwood Solar facility. Since the experience 

IS I gained by KCPL employees will benefit all of KCPL and GMO's customers in the fuhn·e 

16 I from increased use of solar power, but a ve1y small percentage of customers will benefit from 

17 I the energy the facility produces, Staff now recollllllends allocating the costs using customers. 

18 I Regardless of the paliicular allocation methodology used, KCPL will receive the higher 

19 I allocation by virtue of its size. While KCPL has more customers, those customers will get the 

20 I most benefit from the solar experience in the future and should be allocated more of the cost. 

16 Rush Rebuttal page 46 
17 Lyons Surrebuttal testimony 
18 Data from KCPL, MPS and L&P Annual Report filed ou May 31, 2016. 
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1 ~ Staffs recommendation to allocate approximately 62% of the capital costs and related 

2 II expenses of the Greenwood solar facility to KCPL results in a relatively small revenue 

3 II requirement increase, and as stated on page 16 of the Commission Report and Order in Case 

4 II No. EA-2015-0256: 

5 The small increase in rates that may result from this project will be 
6 amply offset by the less tangible benefits that will result from the 
7 lessons GMO will leam from the project and the benefits that will 
8 result from the increased use of solar power in the future; made 
9 possible by construction and operation of this pilot solar plant. 

10 Q. Does Staff suggest any other altematives to allocate the Greenwood 

11 I Solar facility? 

12 A. In addition to the options provided above, the Commission could take a 

13 I conservative approach and allocate the costs between KCPL and GMO on an equal sharing 

14 I basis of 50%. 

15 Q. Although KCPL's primary position is to allocate no costs for the Greenwood 

16 I facility to KCPL, does Mr. Rush provide a proposal to allocate the costs in the event the 

17 I Commission orders this treatment? 

18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

I A. Yes. Mr. Rush states on page 49 of his Rebuttal Testimony: 

I believe that no more than Y, of the overall incremental cost of the 
solar facility above the costs of a less expensive renewable resource 
could be allocated to KCP&L, however, I do not believe it should be 
done by simply placing plant and all off [sic] the costs, revenues, taxes 
and other attributes in the KCP&L cost of service. I would recommend 
an allocation methodology for the solar facility based on an allocation 
between an altemative renewable energy source capital costs versus the 
cost of the solar facility, with the difference betWeen the two allocated 
equally between KCP&L and GMO. If you looked at wind versus the 
solar project, the difference in capital would be roughly $2 million for 
the same size system. This would result in roughly $1 million in 
capital cost allocated to KCP&L. Because of all the other impacts on 
the investment such as specific tax benefits, REC's, the energy from the 
facility, and operating costs which would remain with GMO, using a 
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Q. 

A. 

plant investment allocation is not practical. As such, if the 
Commission Ordered the Company to make an allocation, I would 
recommend an allocation of no more than $100,000 to KCP&L in 
expenses to be reflected in KCP&L cost of service and future 
ratemaking. 

Does Staff agree with Mr. Rush's recommendation? 

No. It bears repeating that the Greenwood Solar facility was constructed to 

8 II allow KCPL employees to gain experience. Both KCPL and GMO will benefit from the 

9 I experience of designing, constructing, maintaining, and operating the solar facility. To 

10 i suggest that KCPL should be allocated a meager $100,000 of these facility costs is 

11 II unreasonable under these circumstances. Although l\l[r. Rush did not provide any workpapers 

12 I to support his recommendation, his testimony indicates his calculation is based on the 

13 i incremental costs of the solar facility above the costs of a less expense renewable resource. It 

14 ! is interesting that GMO rejected the least cost option in Case No. EA-2015-0256 and instead 

15 I proposed that the entire project should be paid for by GMO customers, but the Company 

16 I bases its recommendation in this case on the incremental capital costs of a solar facility and 

17 I wind facility. 

18 Q. Does Mr. Rush provide any other reasons why the Greenwood Solar facility 

19 I should not be allocated to KCPL? 

20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

A. Yes. Mr. Rush states the following on page 48 of his Rebuttal Testimony: 

As a corporation with multiple operating utilities, many projects, both 
generation and distribution, are often done at one utility subsidiary and 
may result in benefits of an intangible nature to the other. One of the 
benefits identified during the acquisition of GMO by Great Plains 
Energy was the expertise that GMO had in maintenance of its natural 
gas plants. That expertise was shared with KCP&L. Likewise, KCP&L 
had substantial expettise in maintenance of its coal fleet and that was 
then shared with GMO, without compensation through allocation of 
costs. KCP&L was one of the first utilities in the nation to implement 
an automated meter reading system many years ago. Both KCP&L and 
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A. 

GMO are now in the deploying next generation automated metering 
(AMI) and GMO is receiving the benefit of KCP&L's expertise, 
without any transfer of costs to KCPL for that knowledge. The 
Company believes it is not appropriate to transfer costs of the 
Greenwood Solar facility to KCP&L 

Do 1v1r. Rush's arguments quoted above have any merit? 

No. The Greenwood Solar facility is a renewable teclmology that KCPL 

8 I constructed so KCPL employees can gain experience operating a utility scale solar facility. 

9 i The Greenwood project has been categorized as a pilot program because KCPL does not have 

I 0 I any experience designing, maintaining, and operating a utility scale solar facility. Contrary to 

II I Mr. Rush's argument, KCPL has experience maintaining natural gas plants in its own fleet. 

12 I They include Hawthorn units 6-9, West Gardner Units 1 through 4, and Osawatomie. 

13 I Likewise, GMO has experience maintaining several coal plants in its fleet, including the 

14 I Sibley Station. While KCPL may have had more experience operating coal units and GMO 

15 I operating natural gas peaking units, the fact is what Mr. Rush refers to with his examples are 

16 I nothing more than the benefits of sharing information and experience when two utilities 

17 I merge, as was the case.in July 2008 when Aquila was acquired by Great Plains Energy. The 

18 I Greenwood Solar facility is not one of these "shared" experiences. Neither KCPL nor GMO 

19 I has the experience to operate a utility-scale solar facility. Thus, the reason for the request to 

20 I construct such a facility was to become more familiar with solar generating teclmology, as 

21 I well as obtaining an understanding of how to operate and maintain a solar facility on a large 

22 I utility-scale basis. The sole purpose of constructing the Greenwood Solar facility was to gain 

23 I experience with a renewable technology that KCPL and GMO do not have. Mr. Rush's 

24 I comparison of the operating power plants and AMI meters with the Greenwood Solar facility 

25 I is not valid. 
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Q. Please summarize Staffs position on the allocation of the Greenwood Solar 

2 II facility. 

3 A. The Greenwood Solar project was constructed to allow KCPL employees to 

4 i gain experience designing, constructing, maintaining and operating a utility-scale solar 

5 ~ facility. The percentage of Gl'viO customers that will actually benefit from the energy are 

6 II approximately 0.1 %. However, all the rate districts, KCPL-Missouri, KCPL-Kansas, and 

7 I GMO, will benefit with the acquired knowledge from building and operating a utility-scale 

8 i solar facility. For this reason, and to be consistent with the Report and Order in Case No. 

9 i EA-2015-0256, Staff recommends the Commission allocate the costs between KCPL and 

I 0 I GMO based on customer levels. 

II I FUEL, PURCHASED POWER, AND OFF-SYSTEM SALES 

12 Q. In its rebuttal testimony, did KCPL address concerns with Staff's Fuel, 

13 i Purchased Power, and Off-System Sales amounts included in its accounting schedules filed on 

14 I November 30, 2016? 

15 

16 
17 
18 
19 

20 

21 

A. 

Q. 

A. 

Yes. Mr. Crawford states the following in his rebuttal testimony: 

There are at least three issues that should be addressed at true-up. 
These are related to (I) the treatment of a firm wholesale sales contract, 
(2) the computation of capacity sales revenue, and (3) the exclusion of 
energy purchases from a new wind purchased power agreement. 19 

What is the issue related to the firm sales contract? 

KCPL and the city of Chanute, Kansas participated in a firm energy sales 

22 I agreement that was effective tlu·ough December 31, 2016. Since the agreement was active as 

23 I of the update date period, June 30,2016, Staff included the sales related to the agreement. To 

19 Crawford Rebuttal Testimony, page 1-2. 

Page 35 



Surrebuttal Testimony of 
Karen Lyons 

1 I the extent this contract is not renewed by KCPL, Staff will exclude the sales and energy 

2 I related to this contract in the true up phase of the case. 

3 Q. What is the issue related to capacity sales revenue? 

4 A. KCPL entered into a capacity sales contract with GMO on June I, 2016. At 

5 i the update period, June 30, 2016, KCPL received one month of revenues as a result of the 

6 ~ contract. Staff inadvetiently included one month of revenues in Staff's Accounting Schedules 

7 i filed on November 30,2016, which is not representative of an annualized amount. Staff will 

8 ~ include an annualized level of capacity sales revenues for the GMO contract during the true-

9 i up phase of the case. 

10 Q. Is Staff aware of any other issues related to fuel, purchased power, and off-

II I system sales? 

12 A. Yes. KCPL advised Staff that there was an en·or with the annualized level of 

13 I border customer costs included in Staffs Accounting Schedules filed on November 30, 2016. 

14 I Staff agrees with KCPL's assessment and will correct the adjustment during the true-up phase 

15 i of the case. 

16 Q. Does this conclude your sunebuttal testimony? 

17 A. Yes. 
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'.'·l • • lll'li1llllll f)q ~ 
~ ~ CQ?Mlfl2!(m 

IU: a ~• 1"" of tM ll'lol>ll., 8on l.ce 
cc-l!H>ibn bold '"" it<> oH!.cs 
in .... f~ City .,.. tl>!> lflth 
cl4y of ""1y, 1~. 

In the ""'ttcr of the ,.pplicatiO<l of 11nite<l Citi"" G&a ('<>mp-ny ) 
for tbG iD~ Of ·an accounting Ord&r rDl&tinq to ito qao ) CC89 No• GQ-90-215 
operation•. l 

) 

OfDER GJWITING flEO!JBST FOR 1\cqptJNTING ORDER .,. ·"· 

On February 27, 19901 Unit9d CitieP Ga~ Company .(UCGC) £iled an application 

Ior issuance of an accounting order relating.to ita gas operations. UCGC stated -that 

.it was seeki:n.g Comn:looion approval. to defer and record &~.adlturaa and costa 

incurred in connect~on with its gas safety projecta from ~anuary 1 1 1989, to the 

effective date of rates established in ucoc~n next gaoeral 

was apecifically requesting authority to defer and book to 

would normally be expensed. 

rate case. UCGC stated it 

Account~the coots that 

On May 24, ~990, the Commiaoion Staff (Staff) flled a memorandum roco~nd-

inq UCGC•a application ba denied. Staff stated it opposed UCGC'o applic~tion for 

several re~sona. Firut 1 the axpenditu~es are not of an ~t~aordinary nature and 

therefore to defer and not to expense them is inappropri8te accounting tre&t~nt. 

•' 
Second, since no rata ease i;; pend.ing fo~ UCGC, it~ p_ropoaal to do:far 1.t~ 9~at.~ t.o 

some indefinite rata oaae date would distort itB tin&ncial 1tatam.nt•• Sta!~ &liO 

st&tsd that bQaauaa of tha compAny'• inability to pzovida e1timate• for eo•t• to ba 

da!orr•d for 1990, sta:ft i• un.a.ble to detl!tt'tRina whether the maqnit~-~· ot th••• ao•t• 

jultifiao tha accounting troatment requoota~. 

Staff &l•o noted that the insta.nt appl!catio11 dift'ure from aimilar o-naa 

qrantsd ~y tho Commio•1on. ~· application diftor• tr~ The ~n••• Fowat and L!qht 

Company'" • (.l'i.P"L! •} and Mid.l!louri PQPli.t: ZJa.rvicw * • (HoPtJb'•) b-acau.ttt each ot tho•• 

companiaa had immlnent ~ato oa•••· 
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Cl'lQ. ~ J. 19'JO. UCSiC fJ..l0;;1 ~ L t i M 'tO statf • G It: 1' ) U~-. Yn ita 

.rre:w:;c ws QCl9:C ~ LU L«;::z;:cea Ul eaq -'!~ for ~yi.Rg vi.th··p· -~." .. 

rulto<J to its ~l.tJ.otl of car-t Itt.,_ ....., ~ • ..00 cl>aracta>ru.a tho ~ 

""' """~· ..__u and nonrecurrinq. ucoc po!.nta out thAt Xl'L Gaa s-vi"" IU1(l 

tltil1Corp/JU>I""'"'l. I'Ublio sarvi""' luod r»et~>i- oiailu- authority to def<~r, and UCGC 

di...Uaaea sto.ff•a ""'"'"rrul about it not naving an :!m>inant rata easa by stating it 

wao not in i.t:a ba.at i..ntereat to defer coats for a.n extended period .. 

VCGC seeko comm~ssion approval to defer costa, which are no~ally expenaed1 

of ~ts opara~~ons and maintenanca expenditurao and deferra1 of depreciat~onr propgrty 

taxes, and Car-I:Ying charges on plant it.&ma already in aervicaa All of tbeae it~~B' _._., ... 

ara :ral.ated. to UCGC" o coittpliancQ with thQ· eomniusi.on •a 9a511 •a.:haty rul.e11, 

(It i.a .indi.sputabl9 that compliance to the-ae rule..o .lmpo.aed certain 

additional costs upon tJCGC~ It ia the C'omni.stdon~ s opinion UCGC nhould be allowed to 

pre~mrve these coats on its b?Oka so that it can. have the opportunity ~~- .. ~e~~~-~ _ ~ha.t 

they can be recovered in ita next rate caga. similar treatment b&B been accorded 

Kaneaa Power & Light company and Missouri ~ublic sarvLca company. Therefor&, t~~ 

Commisoion fLnds tha accounting aut~orlty order ahould bo qrante~ 
:I'l' l:S TIIER!tVORC ORD:gREO: 

l. That the application for an authority order be he~oby 9rantad. 
i 

2. That thia order ohall bee~ vff~ctiva on tba 3l•t day o~ July, 1990. 

BY THE COMKISSIOK 

x:£< .• 74~· .. , -!~: 

(SIIliL) 

St•lnmeier, Chm., ~cOlur• And 
Let•ch-~~ique, cc-, Conc~r. 
Mueller and huch, cc .. , Di•••nt. 

2 

Harv.-y G.. Hubb• 
Sat.!ratary 
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-..:n: !IWl'nCR c • um:m 

At .. -J.ci> of tbc> l'oolil.l.c: -c:e 
o,.;r..a eaiOQ b$l.d .at ita of:fLoa 
in .,.f(~ CJ. ty Otl t.hD 171:11 
d.oy of January, 1!¥32. 

tn too Ul:tar of the appl.ic<ltl.on of KiAIIO!Jri Public 
ll<!rvica for tba b"''"""" of an A<:eO!.<nting order rolat­
il'll] to ita gu opotrAtiotlo. 

) 

) Cut &. 9Q:9h152 
) 

OBDJm G!W!V:}KJ AIJl'l{ORI';(X 

Pl"'£!'d.ural. fi•toa' 

On Kay 10, 1991, Miaaourl. Public Setvico (HI'S or company) o.ppli<><! for 

an ACt:ounting authority order (MO). I:n uff&et, Company propoaea tUt tho Coa:i-

mi••ion .rel.aaua m AAO it granted Company ln CASQ No. CQ-90-115, wh.f..cb invo1v&d 

•ub..tantially thft """"' iDouu aa the l.ruotant 1114ttar. CO<npluly lt&tao tb•t its 

a.cceleratatl cocapliance with the cccr:mlsKion' • ga• sa£-.aty ru.l.e and. orde:t has c&ll:Md 

Company to l.neu:r out-of-period gall Liu raplae-..t and carrying coat .,.__ •• 

CompAny propo""'•, "" it did l.n caoOJ No, G0-90-llS, to dofGr cartain it- of 

depraoiation upenoo and carrying co•to in Account 186 fran .:ranuary 11 19n until 

~y' • •n•xt ganaJ:al qa• rate caae. • Comp!S.ny <loa~• not. •pacify th4 pr~ or ,, 
~ad .u>:>unt of ••id •xpenn, but otat .. thot tlul antU:a projeet '1• ~ 

to axc-.d S1C Mdllion ar•r aav•ral yea%•~~ 

Public couneel (PC) and the Stan oppo•• co.opany• • .,_st. PC ,.. 

AltJ.O ~ f01" l~Mt. 1 J.n o:!t.-ot-, ...ould. be rat.roacti"fe notic• -to t~ cu•t~• of 

){H, '1ha COII!IIiuion hill conaJ.<l<t:od l'C' • ..otl.on to'r he&riJlll and not1Ctl. l'or e!MI 

'"'"acn• l>lllow ~atad 1 the &>~o~~~l.oo.ien dBnias uid J!Otl.Qn, 

o., Jlo•-• 13, 1991, lt&H filN J.t• nee ••ll4•tl.oa und4or M&1, 

llteH O'Oill:i"""• to C>f'?'>M coo.p.lny' S rii><JI'I~ &n<l - <ro9l=O LK 1>4AtioM 

~11'19 JJH>g 1 Ml:lw in 9""'H'Al, and ather l!ll\t<tn, luff _, ~ fl.., "" 
U>al; a l'oad1>9 1>o ..-ud 1.1'1 till• po.rtl.,..lu o....,, 1-'> u u.· ~· 
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~ CU"O :oa::ab=t e-d:l.ally ok.!Lu- to. 't..ba 'b...o ~ Ftft'ir.loual"J(' ~l&e:d by ~ 

......,.,..,. .. ,.1J..oo,. .IJ'&lD ..:L.n.t.rm.. ataf'f daM not, ·~., ~ ·lh.lbu.c CO\l.noel· • ~10A 

for b<oarlng. 

On D~r 2, 1991, M.PS :r:epliCid to .$ta.ff'o rw~ndatl,on. Cot1rpa.ny'• 

l:f!ntral point la thAt it in awld.nq for nothinq """ than t1m eooml.10ion pon>ittod 

in its preYiouo application, and thAt eomp.ny requires an order Ln thin ma~ta~ 

which will bG •ffactivo before January 31, 1992. 

Coppaniqp C.•••• 
'l'hia c••a w•• filttd one day .a.ttor COcnpAny tiled application a for· AY:n 

rQ9a.rdi.ng certain fUC.PUrtaea in ita edeetriea.l operation•- In thea• cccpanLon · 

ca ... , EQ-91-lS.S and ~to-91-360, Co-mpany roquested an •:xpadit&-d pr-ocs-ed.1ng. Staff 

and Pub1ic COunael .rttqUa•t.O, and wara gr-anted, a full avldutlary ha.ari.n.g. 

After hearLnga and briafa, th• ·conai••ion l1wuttd it• Jtaport And Ord•r on 

~r 20, 1991, aff•etive on Oacmll<lr 31, 1991. In n ... rly aU re•pttcta, the 

C!oaa.itlsion'a orr.Hr 1n tha•• cotDp».n1on c•••• di•po ... • of all qu.etion• Lra t.he 

i.n.atant caM.. 'l'h••• ue, ·h~•t'r l•JY.•• unique to thl• o.a .... 

lttptl llAiqpa tq Jbir CAul 

J\t pa!Je• S and 6 of Lt. 13cl..toion in I0-9l·3!8, tbe c.:-ini<>n sutu 

. i 
that ne1.th4r a l>ea.d.J>9 nor noUc• ill requir40d to prooeu an applicat.lbt\ f..., Ill 

AIID. ~ cc-iuian tully 116optt thit .atat- in thh ana. -
tioa ;n;t,UO{'f)l llol•l40• 19U, ~U.• ,..!the~ h"".riiiQ nax II<>U.,. 6n<i tM 

o-riHJ.<m ~ ~ that A)'PliD&tian• fM MOll an ....,. 9Ut'-..nl: .. t<> lMt 

--J.ty. 

( flla only ~IHn !aoue 1Jl &I>J.d DIIH "llioh ia lllfUf8f>!: f""' tl;a 

"""'11""11011 ala<ltr1c ca ... 1• tw pen!.<nllu .....m « ..,._, w!ll.llll qh• riM 10 

c: ;: J'• "fflll.I.<Jae.Loa. ......,, ~ - c~~.n 1u ·-l•x~~U.t• .,.,.u_ 

"'"'Uoo e.-lHI.o!t'•.,... uf~J rdn ~ 111"1 M~al of """' nft::uJ tA 

- ~1<1 -- c:c ., ... , ......... » - ... ~ -· -1- viM! 1&11 

2 
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!li.b.lcy li'U....: ~- .l<u>g ,_,-~ -~- .u~"""' 
facta q!.wi.ngt r~ to ~~a .Q.pPl.l.cati.Cc.a in- i.U p.o ~Ubi el.act.rie oparAt:.i.c:as 

""" dl.fh•~t. th<o ~aeta ..,., """- l.n di.Bput&. ~ m~Ly """"""icm ba%.,.... 1:h<> ea.r-­

m.i.aalo!l. th.o~ foro" is wbot.bsr ~y' s 9&1 opgrationa e..JtP!ln.QS Al:1l • e.:rt.rm.-

or<ll.JI4cy. • Th<l O;mainion !indl ttult OA1<1 "I<P'I"""" are OU<traor<lil>ary iJu>....,.ch 

tts thaly reault frt:a~. eoarp..ny•a coeoplla.neo uith the COQfaiaaiotL.'I 9&1J aa.fo-ty order•] 

By so findinq, the com.J.usion roolincl• both appliPAnt 110<1 the parties th.lt an 

acctN.nti.ng order doa• not ma.nda.te tha r•eovary of' a aid.. e.xponaea in :r&t.n. '.f1tatc 

quca•t.lon, lUI 1t baa Alway• ~n. il renrvod fot aa.id t!.me whan, 1u1 ~y 

ut&toa, it aeeX. a rat• iocraa••· 

Tha COI.'I:biaaion also finda th6t tor the aama r•asona AI stated in 

E0-91-358, A t~ limitation on d•f•rral• 1• raatonabl• alnce defe~&ll c.anot 

bG a2~owvd tC? continue i.ndc!l..-nitaly. The Codx:a.i.Jrsion :find• t.h-&t 1 rat• o••• auat 

.be filed 11ithln ._ ruooMble timo alt.r the dot...cral perio<l fo1; nc:overy of the 

det•r.rL.l to btl allow.d. In tbia p-articulas:- c.aa•, t~ COaJDlBaion find• tha.t 

2~ ~th• 1• a r•aaonable period. If ~ny doe• not til• a 9•• rat• o~ on 

= l>ot:for• ~r 31, 1992, no raco .. ry of the.., ccato •ht.ll l>e allowtld ill any 

~•nt r&t• ca•• unl••• .. id ooat• ~re, 1n whOlw o~ p4rt, incurr~ ~ t~ 

"'''P1 o • ed 1:..-1: Y" ar. • 
n: n \tJiiWD\jj(lj WUJ>t 

1, 'Jt>at llhacarl. fllblio II«Y~, a dl.Yi11LOP of ll'tl.lieoq> lh>~UCS 

ba., be b<n:aby o;r~ ..ut,..._~"Y to book <>ertal.n of lt:• g4• opooratl.OM ootoe• ill 

Jloccont 1H •• du<nibed in U.• ap;>li.OaU<>II aAd lrY th1• .....s.r. lf no 1-Me o,.... 

a Hlad "" = J>e~<>N '""'-z 21, 1992, 110 uoo••f'l' 41 ~llo>w ""'"• •u 1>9 

al.l.oloo4 ill U)' II!OloU"'OOit rrt. ....... ®iHJ ... lA ~ """""' lA -le <n P'U'<t. 

:ltK:w:l':tltd 1A \~ app:Ot414 t811R ,-...r. 

:l. ~ ..U.,_d FWI>U.« _.,,_.,., • clli?I.Jti<>ft of lll<ili.Oinp lMilMI 

JM., -.11 -i..U.i" Ltll ~ - 1-l*t in \1M - ~ .. .U.- I.Jt rJie 

, 
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• 
......-. u. c:mm ao. ~us. ~ t.r t:Ms ~. tor th!> ~ "W<""""' u. 
oc;:$Q;:;;Qd, PB'~ 1 .. 

J. 'fbllt Jtiei>O'lri. l'ul>liC S&rYiCG, R divbion Of tlt.f.li.Corp OtliUQ 

Inc. 1 ia -d~ htlreb}' to aa~in 01:at..Ulod 11:upportinq WOJ:k p.apora t-alati.ng to 

t:l>e -tilly .nec.rt.tala of mach it.., l>oolu>d i-n Account !!G. 186 ..ml any capital coato 

boohsd to capital accountD Ln r$9ard to the deferral» ap~ed in ordQxed p&r•• 

o;rrap11 1. 

'~ 'rh.,.t nothing in thia ordtt shall be con•i.de.red aJJ A flndi.ng by 

the Cosa:liaslon o:f th• ;raasonttblmt<taM of the e.1:pllndi.tureu herain involn&d_, nor U 

an acquie•c•nce in tha value placed upon eaid proporti~>S by llistouri Public 

servica.. Purt;hormora, th4 Coamiaaion reaervea the riqh.t to t;On•ider t:.h.Jt ra~ 

ing tr.at.mcmt to ba .aftordad th~EtaB mtpend1.tur•s 1 • and their ra•ulting cost of 

copital, 1~ any lat•r proc.ading, 

5. Tha.t nothing in thi.• ord•r ahall be con•idllr!Wd a.• a fi.ndiD9 r:., 

th• ~iAsion of th• in-.. rvica c.:ite.rJ..a. x:.eqarc:Hng th• colt• to bit cUf•·r~ttd-by-. 

ord&rO<I paro.grapb 1, tl>e raaaoru&blanno o! th• lll<l>l')dLturao, o~ tt.. -~ of 

tha ~ditur••· 

6. -rhat thoo 100tioo fer lle.trinq and not:ica Hlo<i by t.hoo oUico of 

Pul>Hc c:o.tnu1 on Ootobor 24, 1991, i~ ovarl."ll1e<l. ,, 
7. !l!at tJ1.I.• or6flr aJtall J>eoOOM affKtl.n Otl Uth d<lf of J&tiUAr!• 

1U2. 

Ill~!.) 

Jk.Jelua1 ~., ~ tm4 J'N'klPO, ~., -· JIINllU, !il., oti-.. 
!Um>loo:U., tf.' - ~1<:~1.<19· 

4 

111' na OQHHJUlOfl 

:&-~~ 
l!lnnt~ 

~l ... t~Hmuy 
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- flit fl'lt ; i:tt 
~te tea ' son ms us 

At & C§ 1nq of t$a ~ ~Qtll 

C I "" l ""' !>old at i t.o off io0 
1A ,..ff...,_ Ci.ty "" t:lm 10tlo 
day ct April, 1992. 

In tho utear of the applicat10Jl of TbO n.n ..... 
Power •D<I Light COoopa.ny for the iaauanCfl of llll 

acc-ounting order relating t:o ito gaa oJ?'$r-a.tionl .. 
Ch§E BQ. ~22-185 

OJ\DXB CQ!!l?lTIO!WitY G!WITill9 71Cc09l!Tt!lG AUT!lOBI'U 

On :l.Orua.ry t, l992T 'rhe l':an•a• PO\J'tOI:r and Light ~y (J:PL) filed. D.n 

appli.cktion with thia Co:M~i•sion. for the iaauance of a.n a.ccountibg a.utbor!.ty 

order to defar to Account 186 of the Uniform system of 1\ccount• (USDA), 

Qepra-c;iation expenoes, property taxes and c.~u:rying costa asaoei.At-.d with t.})G 

a~fety upgrade of its mains and ee:rvica J.inas done l.n cocnpli~ with th-e 

CJ:mni.aaion's safety ru1ee, for the period beginning Ju.ly 1, 1991 1 to tha 

effective dat& of rates eotablished in XFL~s neKt gonaral rate ca.a. 

On february 261 1992, the Of!lee of the Publie coun•ul [OPC) filed a 

motlon roquesting that the CottllliD~ion oithar dLomias thi.J. application or 

••t&hli•h a proeedural schedule to &ddreas thi~ matter. Th• Commi11ion d•ni~~ 

t~ OPC'a motiQll by order: ioauad Much 18,. 1992. on March 30, 199Z, th.D 

CC:taai.••.ion'• St.a.ff (Sta::tt) tiled a matnQrandu.m in thl.• oa•u rtte~ndl.ng that thtt 

~•&ion conditionally grant XP~ th• r*QU••tad accounting authority. ln the 

tom da:r• oinoa Btatt•a !1>80l0rlll1d~m wu Hled, no party llu oppo.&d J.to. 

r~at1.on. 

Tht ~L••ion, upon conaidtration of tht vorifiad application of ~ 

&nd the recO!DN1ldation U.lll<l honJ.n l>y Staff, <ioumJ.nu that. • boorlf>9 lo 

unnac.-.ary to reaol~• tht mattar• at. i••u• narein and find• and ~l~d.• •• 

:to l1 """ . 

ltJ>i. 1• a Jli.fllfldaJ:J corpo.l."&ticn .author1£ttd t.o oot'rd.uat bu•inaa• i.n. tba' lt.Jlt.$ 

of Jlia..OW:i with ito prinalpal of!J.o• And plaoe of bnlneOit locate<~ at Ill KaMu 
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.. _. 'l"op>M, ~ ~12. ltl'L d.ltrt.rl.batoa and ...Ul<l ""tur"l 9'>" 1ft porttoo.o .. c 

ot """"' and '"""~ Iii!"""""'.!. "" ., public ut.Uitr llmbj.oct to tho> juriO<tic:t!on 

of tbi" CO....mion puri0Uml1: to au.ptors 3S5 and 393, RSHo 19115, "" --· 

Bt•ff ra~D &l'.PJ'OV&l of XPL'• application aubjo>ct to =rtain 

condition• baca..uuo th.G axpeneea that !\PL _requel!lta to ba daferrad. a..nt 

uubsti!Jlthllr the ""-""' typ<> and l~rger in TM.gnitude than coot• which tl>!l 

Commiosion haa .permLttnd _to he deferred by XPL in· case No. G0-90-Sl1 Unitarl 

Citi11u Ga.o·COcnpany 1.n ca.ee No. G0-90-215; and Utilicorp Unitn~, Ine .. in Ca-aR No3. 

G0-9D-ll5 and G0-91-359. 

St4.ff roeouwe-ndu tha,t:. the accounting- aut-hor.ity 9r.antcd to J::.P1, ~ 

li.l:nited to 24 montha frcm thg OOginning: o£ the proposed de!erral period tea tM 

filing by XPL of a general rate lncraase to ~eok rocovory ot th~ co•t• d•f•rred 

purauant to tbi~ order. Thus, if XPL £aile to file ~ rate case on or before 

July 1, 1993, J:.PI., would forf"eit recovary in rataa: of tho cost• dafarrad purau&nt 

to tbtt order requ,ua-ted heroin.. In addition, Staff l':'SCOOiti'U!tnd.a that tba Cc:mlll111on 

n••"'" thlo dght to con~ider tha ratmaklng treatmant to be aftorditd IUl'J 

~ltur•• def•rr~ pur•uant to this ord•r in any later proce.ding. 

( TM Ccmni••ion datarmin•• that the aecounting authority O"t"'»t' r~ 
l><tral.n by lPL •hould l:>o qr•nt.d oino• tb. coot• ,to be clder.-.d ara -t111ttull7 

eiaiJ.&r &M gre&tDr in '"-'9J1itude to oo•to fO\U(~:ao~~ t!Wt """"'l.OO~ 
in otbn cu .. &lid <Setur<Ocl tber•in tor lat.r aon•;;;;ationJ '1M e-J.ui<m wUl 

:; 

penal.t tlMt.a _,..,. co be O.torritd condJ.tionitd "pan ~Pt.' a ""'""1"9 their 

~tK:::Otw:y J.n t'HiltB on en: M.toz• J:uly 1, 199J. 

l1 IJ 111111Jf0111 OIWI1llll1 

l. 'li>Jit t!Ht """o'"'Ut19 avU>odty or4ar requeaUICI by '!"'- a...uo -

4t<l4 X.19M eaep.ny 1n tbia can to ®f<>r tP 1\l:aovM lilt of tbe Dnitem .,...,_ sf . 

-•, cktprD<riat.i= ~. prcpacty t..,..a """ au.ry1"9 eoeu -14Ud 

.. U)I ~ M!'OR7 "1'9<"!1<14 of lU ... ina imd NrYi<>e lJ- rklml iR """'Pl~ ~ 

' 
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tlla c '--i.oa ... '~<"" ~ ru-. f= tho> """'.1.<><1 009l.l>r.>l.»g .:tlal.y 1, lS'!Il, ·'/;Q u.. 

.. u&OtJ.,., d!tbo of .r&teoo 1n,.,., ~ l'ow<>r And Li¢t ~· .. n<ort ~,..,.., 

""""'• h!> gr.nnto<l barsby, pr<>Tidod tlut rb3 """""" ~ l1ml Li~ ~ OOek 

r~ry in r.llteu of tho oxpanu•• da...farred pursuant to this order on or b!Jforo 

July 1, J.'993~ 

2. !bot nothing in thio order ohall be ocDRiderod a fiDding by tba 

Cam:tiau:ion of thw roasonablenaas of the expenditures inVolved ~in, or- ·.a..o- .an 

4cquieseenea in tho v~lue placed by Tha Xannas Power and Llqht ~ upon tha 

propc:trtia• lnVQlvad, a.nd the Co:mdseion .resarvoa tha l:'iqbt to oon1idac thai 

rat!H!Wdng trao.tment to bo offordod theea expgndlturas in any bt..or pr~in9-

3. That this ordor shall beaome eftactLve on April 21, 1992. 

(S I! A L) 

McClure, Chm., Mueller, ~uoh, 
Parkin• and ~inch•lo.J cc., COnCur. 

' 

BY THE: COI!HISSIO!I 

~r4S~ 
Brent Stewart 
~xocutive S•c~etary 

lh 
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~ 

z ffl4 :W<Ii wau= 

'iiifl 1l!il!!l ~ W «§ I 41:!1 

r.. ltl1= Slteii' oil I~D~tt 
. - •o I 

Uri.ff U'J tG .......,.,........ hi I ., ) 

~ ltor ~ ~ ~ t»> l Cllo!lmii!O. ~~ 
ce at : ill 1a tlo0 li!j ~~- J 
of~ 3 

~. 

Bearing 
J:x:ami.riar•: 

I• I 

: p,)oll ~- ~ .... :tr., Aaooc.iat& ~ eoun-J., ....... 
ttL t r1 c... • ' t, ~ ~ Cnni'!Ml. 

120 ou- ~. at. z.o.u.., l!t!_.,.,ri lillOl, 

For L&Ol4oda - CCOip"f-
IJL ~· ~ ..t Law, 9900 c.tayton Road, 

n. toa.l.a, ~i lil124, J'Or Kinias!ppi 111-rar 
Tr•neei ._.ion, Co:Lpor: atim1 .. 

Di.Daa .111 • .,.,....,,.., Attcrnsy at Lmf, Peper, I!Mrtin, JIOIU11e11, 
Ma.icbal an4 e..tl....,., 7~0 Oli.,. nr..t, 24th J'l.oor, 
It- Louia, 111 M'O'l.ri lillOl, !'Or a-t:"ican Rational. 
can Cnnp-11]', ~ach ec:apanima, .Inc.J 
~ler l'fotors corporation, :rord )btor ca.pany,,_ ..... 
c-ra1 MOtor• corp>ration, Htlll:! J!l<tetronic M&terilll.A, 
:tnc., llcD<:>nntoll .Douglu Corporation, MonaJUtto Company, 
and lfoQter COrporation. 

Paul A • .aq.t:bom, Gt!Mral Atto:rn.ey, P. 0. Box 149, 
St. LOui•, !tia.aurl. 63166 1 !'Or Union lUectric CC<Jipany. 

Johll B. coffilim, Randy !lair "'', Aaaiilltant Pul:llic counoela 
P. o. Box 7SOO, Jafferacn City, Mis•curi 65102, 
!lor th• Office of the Public COWt•el and tho PublLc. 
~ i! ... ~t G---r..e:!:l ec~ee2. !!t:d ~ !!'; 8~~. 

ASaiatant GRnaral counaal, P. o. Box 360, Jeff.raon City, 
Mi•11curi 65102, 1'orz the Sta.ff of tb" Mis100ud. Publ.ic 
Bervica commission. 

JO!HOph A. Del:liU" :II:t <Utd .anna Wicl:lilfa J'rs an~ 

!!JFMr UP Of!I!M 

On January 14, 1994, Laolsdo Gaa company (Laclede or tha company) 

submitted to the Mi&souri Public !arviaa commission (commission) proposed taritt 

Sheats rutlacting increaasd ~ataa far qaa service provided to tha c~tomura in 

ita Miuouri a&rvica araa. Th11 tariff ahe•t• wore duignad t.o produce an 
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• • 
1'hm ~ '""""' • il a4 t:!>l>!t • ""'1.....,. ..U1 ~:<>a~< 11"""" 1'"""" a:<3 - •., 

(..e!>w . post~ ~it<>J, f<>o: fU.....Ci£1 ~ •. and .~i.D, .. ,., 

~-~ - ~ ~ & ~ p10riod, ~ to Fl.nanciel 

AoccOIUitiJ)9 ~ Board sta+ •tJJ (!'ASJ 87 and 106, and in car;pliance with 

So>ctl.on 3.86.315, - ~pp. 199-4. L!oclD<I<o will flUid i.ta OPEB obligationm i.n 

ACOOrdAnCtO "'i.th section 386. n5 which r&qUir<>lO &)I iOXt:OrDAl fundinq '"":"hiUl,illllll• .. 

'l'ha pa.rtl.aa &.gr1fM that, for the. purpoBfHI of. thilil casa:, tha expan11e calcu~a..tionEI 

for penerion• and OP£.6 ,,. m.t.da by Laelade' .a a.ctu&l!iOII and account~ts oh~tl1 bft 

d--.! to blo ba"""" on sound !lc:tuarilll "'""umption!l, aatiefying the raquiremanta 

.of Section 386.315.1. The partieJI agree that Laclede should h" .allowed to <!afar 

and book to Account 186 any over- or under-recovery for th<oaB gxpenaoa up to an 

ll1ll1Wlli-.l <lllDWll!lce of $6.1 million bet""""' Saptambeor 1, 1994, llnd the 11ffllcli vca 

c!a.te of to.riffa approved in it" next genaral rate """'"· Tha c:cmpany hall agr•Bd 

to forego i.te ri.ghta under section 386.315.3 to fila a set of tariffa to bring 

it• ratemakiog accOunting m.chaniam into ocmp~iance with tha statut•~ 

Th• pArtie• hava agreed that the Supplmnantal Retiremant B«nafi.t 

•' 
Plan and Directora' pen•ion plan axpen• .. should be aoccunte4 for on a payment 

... _., ··'· 
b.ub. The partie• ho.ve al~a agrlO<.!KI th~t the C""'.Pl'nY ahoulcl l>a •llowiid to Q.ofer 

and book to Account 186 any ov•r- or under-r•oov§ry t~r th••• expen .. • up to an 

•lm'•'lliz:ad allow~ ot $218,000 l>at101<an Ootol>or 1, 19~4, &n4 tl'ioo effll01;.i.Ta <late 

o1 tarifts a~ov~ !ft its next qenor•l rata oa••· 

Laelede ha• agr..a to invautigate the ft&libility of ~li&Sfttinq 

• .lornor&9'td Collp4ny-own<Od l.l.fa in!NranctW p%'<>qc-. 

('Ole .,.n:ie• 1\.tfll •;rfH!d tl\at tba <>O!Wpany •bo1.ald be all,_.j ~ 
cisfon an<1 .boo~ to AcoO<lrrt lll6 it• ""Jl'l'1lHll tor l"II'Pl1Win9 luiu aJiol. iloiiM .·· 

.- d<!Ncr~ in P'U'A9l".lll>h 11 o t ti!A IJU 1"' htl"" and A<}r u u "~ <hu I.J>9 tho~ P"'" J..cd. 

.. 
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·.·: • ;It • 
~~-- 1. ~. ~ t:M ert;qt:Jw:m ata « Ulrilfe ~c;d ··w 1u ~ 

gst~al X"ili!W -· fllol IJitlpo••rUM l!iOI2 .ft9L 1 .,t J>I'"C>"i4lllol th<lt. thi" dtslfiDrral of 

Gbi'JI' .. iOdl .La ~tioaoo;d Ot\ tMi ~·s fill.Aq A ~ll Utili C<>ml DQ l"'t"r th<U>. 

~1, J.~J 
7bG putima !>aYe aqrocod thAt tl><il """""'""y Dhould l:><> allo»<od to defer 

And book to llccount 186 its ""'P""'"""' and. P"~ta rt>C<I.I.v-od .in c=m=t.lon with the 

dimmantling of foraar manufactured gas operation• and disposal of mat8rialB aa 

<IIH>cri.l:>cKl in par:ogr.tph 12 of the stipulation .and agr....,.;nt during tha 'period , from .. ,., ~ 

SaptiOII!t>er 1, 1994, until tha affeetiva date of tariff& apprcyed in its noxt 

gen&ral rate caue. The Stipulation and Agreemnnt pro .. ideJI that this deferral of 

expanaou ia conditioned on the conpany 's fi.ling a gQnaral. rate c~ no 1ab>J: thllll 

September 1, 1996. 

[ordinarlly the granting of authority to defer uxpenasu ia &lloo.oled 

only for extraordinary expansea since it violates tha matching principla. 

Although the isaue of whether the expenuau grantad dafurral by tba Stipulation 

and Agr~ant in this case waa not litigatad, th• Cemmi•aion finds that th••• 

axpanaas axo extraordinary and that d•f•rral 

tha StiF~lation and Aqr~ement filed.~ 
ill appropr iata und«r th• t•rm. of 

•' 

Th• company lula &Qroad to adapt., aHactivo ll•~r. 11 19941 • .; •• ~ •••••• ·:·-~,-- 1-;. 

Staff '• propoaed ll!!athod tor oaloulatin9 booklld1 tAJe-rolat.ad o.praal.ation 

Ol<po11H •• ~••crril><od in paragr•ph 14 -.n<'l AttaohiMont 2'. of the lltl.pulation 

4J!d A9r~t. 

'l'lla par'tisa han a9r-.l that t.aol..S.•a oapnol.atJ.on n~ ahoul<'l 

.bet o~, eHIOOtha ~r 1, 1994, to r•flect tl>e daproal.nion ratas IM1: 

<>Itt :!.n Att!IO'-nt 3 of the at.l.ptllat.Lon an<! Aqurr Int.. 

~ 
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BEFORE THE IP'UBUC SERVICE COMMISSION 

. ···-. 

OF THE STATE OF MISSOURI 

.. , . 

) 
) case No. a&-98-140 

Xn the Matter of Missouri Gas Energy's 
Tariff Sheets Designed to Increase Rates 
for Gas Service in the company's Missouri 
service Axea~ 

) Tariff File No •. 9.8 0026.4 
) 

In the Matter of Nisaouri Gas Energy's 
Pr~osed Modifications to its Facilities 
Extension Policy. 

) 
) Case No. Gt-28-237 
) Tariff File NO. 98~0387 

j. " .•. 

REPORT AND ORDER 

hsuf Date; August %1, 1998 

Effective Date: Septembfl-1, 1998 
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c. t j r,CA~&: ·MA~Oi:tkr<MQ) 

MGE requetrt:a tllat the ec-is.aian issue another accounting authority 

order for MOE's extraordinzny SLRP invest:ment as it has numerous times 

in the past, using language similar to ~t adopted in Case No. G0-97-

301. Staff is opposed to the issuance of another AAO at this time. 

Staff believes that it is premature for the Commission to issue another 

accounting authority order for.MGE's SLRP investment in this. cas~, Staff 

believes it is more appropriate to address this issue in a separate AAO 

application. OPC supports Staff's position. 

[The Commission finds that another AAO related to the SLRP costs, 

. property taxes, and depreciation cost should be authorized by the 

commission. These SLRP related costs have be~n considered ·el';~raordinaiy 
it~" since the gas safety rules issued by the Commission have required 

the companies to replace main and service lines within their service 

areas] As the majority of the SLRJ? project is almost complete, the 

Commission finds that MGE's position is just and reasonable and there is 

competent and substantial evidence to support MGE's request for an AAO. 

The Commission shall issue an AAO authorizing MGE to defer and book coats 

relat:lng to SLRP deferral carrying costs, property taxes an~. depz:eo.iation ... 

experwee. The balance of the account for: the deferral period beginning 

the day after the effective date of this Report and Order shall begin 

wieh a zero balance. MG£ ~Y book theae co•ts at a rea•onAble rate as 

determined by the Compsny. In determin.lng the rate at which it Bh.ould 

.lxx>k the deferral coats nlated to the SLRP, the Complllly .llbould Iteep in 

~ind the p~~t ratem&king d~cisionll which ~ve determined that tha SL8P 

carrying costa are recovered at the AroDC rate. If for other reason&, 

including tax implication·•, the ~ cl>oo&es to book thl!t SLII:P d>afttnl 

rat•a at a higher rate than AYUDC, ~ •hauld al~ k.-p in Mind thAt It 

:21 

----·~-. ...: ·-·. .•.. . ... 

Schedule KL-s2 
14 of 15 



• • 
is not guanult&ed llllY gpecific rat~:> at ret:u=. Furt:l>er. the period for 

which this AAO authori:<e.s that coats be deferred =d booked as an 

~i' extraordinary expense begins on the day after the effective date of this 
_;I 

Report and order in Case NO. GR-~B-140 and GT-98-~37. The period shall 

end at the end of the test year, or at the end of the known and 

·measurable period Eollo>Oing the test year. or at the end of true-up 

period, as applied in the next rate case filed by the Company. Nothing 

in this order authorizing the deferral of SLRP carrying costs, property 

taxes or depreciation expenses sball be considered to have any effect for 

the purpose of rateroaking treatment. 

.. ,, 

1.3 Bn!in~ PrO£ess Improvement CostsiBillim: Cormtion Cos(:s; Vncallectibl§ ,.,, ,._ ~" 

MGE r€quests inclusion in the revenue J:"equirement of it.s costs 

incurred for the billing process improvements project, certain billing 

correction costs not previously waived~ and bad debt amounts 

uncollectible from the customers to whom the gas e~rvicea were provided .. 

At issue are the costs associated with the contract services of Theodore 

~rry & Associates (TBA} for its role in facilitating the billing process 
~ 

improvement project referred to as Billing Accuracy and Service 

lmprovement Commitment (BASlC) Team Project. MGE stated that the 

beneficial results of the billing process improvement effort are 

aemonstrated by the absence of any aigniticant billing is6ues occurr~ng 

in the winter of 1997-1998. 

Staff r:oox the podtion toot these billing process J.~rovltmlll'lts were ·· ·" ... ,,.,._, 

actually impr~vernente to MGJ•• Cuatom6r Service SyJtem which iM bookad 

to Account: 3(}3, Miscellaneous Intangible Plant. Btaf:t atat<t<l that it 

would ~ee with the ·incl~sion of any reasonable end prudGntly inCljrred 

cOJOt.JJ ct'Bl.tlt.<>d to the billiM proceaiJ 118 long •• thOft.« co•t• -l:'lt 

22 
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BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the Matter of the Application of Missouri Gas ) 
Energy, a Division of Southern Union Company, ) 
for an Accounting Authority Order Concerning the ) Case No. GU-2005-0095 
Kansas Property Tax for Gas in Storage. ) 

REPORT AND ORDER 

Issue Date: September 8, 2005 

Effective Date: September 18, 2005 

Schedule KL-s3 
1 of20 



BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the Matter of the Application of Missouri Gas ) 
Energy, a Division of Southern Union Company, ) 
for an Accounting Authority Order Concerning the ) Case No. GU-2005-0095 
Kansas Property Tax for Gas in Storage ) 

APPEARANCES 

Dean L. Cooper, Attorney at Law 
Brydon, Swearengen & England, P.C., 312 East Capitol, P.O. Box 456, Jefferson City, 
Missouri 65102-0456 

For Missouri Gas Energy, a Division of Southern Union Company 

Douglas E. Michael, Senior Public Counsel 
P.O. Box 2230, Jefferson City, Missouri 65102 

For the Office of the Public Counsel and the Public 

Thomas R. Schwarz. Jr., Deputy General Counsel 
Robert Berlin, Assistant General Counsel 
P.O. Box 360, Jefferson City, Missouri 65102 

For the Staff of the Missouri Public Service Commission 

REGULATORY LAW JUDGE: Morris L. Woodruff 
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REPORT AND ORDER 

Findings of Fact 
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This report and order grants Missouri Gas Energy an Accounting Authority Order to 

permit it to defer its expenses incurred to pay property taxes on natural gas held in storage 

in the state of Kansas. Missouri Gas Energy will be allowed to defer taxes paid for tax 

years 2004, 2005, and 2006. The company will be required to begin amortization of the 

deferred amounts at the beginning of the month following a final judicial determination of 

the legality of the. Kansas property taxes. Amortization must occur over a five-year period. 

FINDINGS OF FACT 

The Missouri Public Service Commission, having considered all of the competent 

and substantial evidence upon the whole record, makes the following findings of fact. The 

Commission in making this decision has considered the positions and arguments of all of 

the parties. Failure to specifically address a piece of evidence, position, or argument of any 

party does not indicate that the Commission has failed to consider relevant evidence, but 

indicates rather that the omitted material was not dispositive of this decision. 
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Procedural History 

On October 10,2004, Missouri Gas Energy, a division of Southern Union Company 

(MGE), filed an application for an accounting authority order (AAO) that would authorize 

deferred accounting treatment for certain new property taxes incurred by MGE in the state 

of Kansas for natural gas held in storage in that state. On October 14, the Commission 

issued notice of MGE's application and established November 4 as the deadline for the 

submission of applications to intervene. A timely application to intervene was filed by the 

Midwest Gas Users' Association. 1 The Commission allowed that organization to intervene 

on November 9. 

The parties prefiled direct, rebuttal, and surrebuttal testimony. An evidentiary 

hearing was held on March 8, 2005. Initial post-hearing briefs were submitted on April 26, 

with reply briefs filed May 10. Midwest Gas Users' Association did not participate in the 

hearing and did not file briefs. 

Overview 

MGE is a division of Southern Union Company. As a division, MGE has no separate 

corporate existence apart from Southern Union. MGE's divisional headquarters is located 

in Kansas City, Missouri, and it provides natural gas service to customers in Kansas City, 

Joplin, St. Joseph, and other smaller cities in the western half of Missouri. MGE does not 

serve customers in the state of Kansas. MGE is a local distribution company, sometimes 

referred to by the acronym LDC. That means that MGE purchases natural gas from a 

1 The Midwest Gas Users' Association is an unincorporated non-profit association consisting of and 
representing business concerns and corporations that are substantial users of natural gas. 
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supplier, pays to transport the gas to Missouri over one or more interstate pipelines, and 

then distributes the natural gas to its customers in this state. 

As a part of its routine operations, MGE keeps a portion of its natural gas supply in 

storage in underground formations in the state of Kansas. In June of 2004, the Kansas 

legislature enacted a law that permits Kansas counties to assess property taxes against the 

value of natural gas held in storage in that county.2 

The law enacted in 2004 was not Kansas' first attempt to tax natural gas held in 

storage in that state. Kansas had attempted to assess and collect property taxes on such 

gas before 2003. However, in October 2003, the Kansas Supreme Court issued a 

decision, in an appeal brought by MGE and other companies, in which it held that out-of-

state natural gas distributors, such as MGE, were entitled to a merchant's inventory 

exemption from the property tax by the terms of the Kansas constitution. 3 The 2004 law 

was enacted as an attempt to close that loophole. 

Before it successfully obtained an exemption to the Kansas property tax on gas in 

storage as a result of the Kansas Supreme Court decision, MGE had anticipated including 

that tax in its cost of service for the purpose of calculating its rates. In the rate case filed in 

2000- Case No. GR-2001-292- the Commission's Staff included $400,000 for payment of 

2 House Substitute for Senate Bill No. 147, Noack Revised Schedule MRN-1, Ex. 4. 

3 In the Matter of the Application of Centra/Illinois Public SeNices Company, 276 Kan 612, 78 P.3d 419 
(2003) That decision contains an extensive discussion of the history of the tax on natural gas held in storage 
in Kansas. In brief, before 1999 Kansas counties were able to collect such taxes from the interstate pipeline 
companies that held title to the storage gas. In 1999, the FERC issued Order 636 that unbundled the 
interstate pipeline industry and prohibited the interstate pipeline companies from holding title to the storage 
gas. The Kansas Supreme Court's decision held that the out-state gas distribution companies, such as MGE, 
that now held title to the storage gas, did not meet the Kansas constitution's definition of a utility and as a 
result, MGE and the other plaintiffs were entitled to an exemption from the tax. 
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Kansas property taxes in its calculation of MGE's annual revenue requirement4 However, 

that case was settled by a stipulation and agreement among the parties by which they 

agreed upon an appropriate dollar amount of revenue to allow MGE to recover in its rates. 

The settlement did not specify the individual items that went into the revenue requirement 

and Kansas property taxes never became an issue. 5 

MGE filed its next rate case- Case No. GR-2004-0209- in November 2003. At that 

time, Kansas was not imposing a property tax on storage gas. As a result, such a tax was 

not included in any party's calculation of MGE's revenue requirement relating to property 

taxes. A contested hearing was held in GR-2004-0209 from June 21 through July 2, 2004. 

Because the Kansas legislature did not pass a statute that attempted to reimpose the 

property tax until that hearing was underway, the tax never became an issue at that stage 

of the hearing. 

The hearing did not, however, end on July 2. On July 23, 2004, the Commission 

held a "true-up" hearing in GR-2004-0209 for the purpose of updating certain costs on 

several issues identified by the parties before the main hearing. Property taxes were not 

identified as a true-up issue.6 Nevertheless, MGE attempted to include the additional costs 

it would incur as a result of the newly imposed Kansas property taxes in its revenue 

requirement for the first time at the true-up hearing. 

At the true-up hearing in GR-2004-0209, the Commission's Staff argued that while 

the new Kansas property taxes should not be included in MGE's revenue requirement for 

4 Transcript page 108, lines 7-25. 

5 Transcript page 208, lines 18-22. The entire stipulation and agreement is exhibit 17. 

6 Transcript, pages 48-53. 
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that case, it would be appropriate for the Commission to grant MGE an AAO to allow those 

new taxes to be deferred for consideration in a future rate case. MGE indicated that it was 

willing to accept an AAO as a substitute for immediate inclusion of the taxes in the 

company's revenue requirement. Public Counsel and other parties to that rate case flatly 

opposed both the inclusion of the Kansas taxes in the revenue requirement and the 

issuance of an AAO. 

In its Report and Order in GR-2004-0209, issued September 21, 2004, the 

Commission held that the new Kansas property taxes could not be included in MGE's 

revenue requirement for that case. As the basis for that decision, the Commission 

indicated that MGE's potential tax liability was not currently known or measurable. As a 

further basis for its decision, the Commission found that property taxes had not been 

included as a true-up issue and as a result, opposing parties had not received adequate 

notice of that issue, or of the question of the issuance of an AAO, to allow those issues to 

be considered in that case. The Commission did, however, indicate that if MGE wished to 

request an AAO, it should file a separate application, to which the Commission would give 

due consideration. The application for an AAO that is the subject of this case followed a 

few weeks later. 

The Specifics of the Requested AAO 

The amount of taxes assessed to MGE by Kansas is based on the value of the gas 

in storage as of December 31 for each year. Because it is based on the value of the stored 

gas, the amount of tax owed will fluctuate in future years as the value of the gas goes up 

and down.7 For 2004, the first year for which the tax will be owed, MGE has been 

7 Transcript, page 63, lines 3-8. 
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assessed and billed a total of $1,721 ,830. 8 The full amount of the assessed and billed 

taxes have been recorded on MGE's books as an expense as of December 2004.s 

The amount of taxes that Kansas seeks to impose on MGE is substantial in relation 

to MGE's annual income. The amount assessed for taxes in 2004 represents 9.03% of 

MGE's net income for 2004. 10 MGE has a history of failing to earn its allowed rate of return 

and if it is unable to recover the cost of paying the Kansas property taxes it is even less 

likely to earn the rate of return that the Commission authorized in the company's most 

recent rate case. 11 

MGE has appealed its tax bill to the Kansas Board ofT ax Appeals, as well as to the 

Kansas courts.12 As a result, although the full amount of taxes for 2004 have been 

recorded as an expense on MGE's books, MGE will not actually have to pay the assessed 

taxes until after its scheduled hearing with the Board of Tax Appeals. 13 MGE anticipates 

receiving a final decision on its tax appeal in mid-2006. 14 

If the Commission grants the AAO that MGE requests, MGE would move the Kansas 

taxes that are currently booked as expenses into a deferred account. If MGE is successful 

in overturning the Kansas tax, then the deferred amounts would simply be written off 

against the payable that is also booked, with no effect on the companies earnings. 15 If, on 

8 
Noack Direct, Ex. 1, page 3, lines 1-4. 

9 Noack Direct, Ex. 1, page 3, lines 11-14. 

10 
Noack Direct, Ex. 1, page 6, lines 18-20. 

11 
Noack Direct, Ex. 1, Page 7, lines 12-21. 

12 
See. Exhibit 12. 

13 
Transcript, page 54, lines 8-10. 

14 Transcript, page 79, lines 6-12. 

15 Transcript page 63, lines 12-23. 
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the other hand, the legality and constitutionality of the Kansas tax is upheld, MGE would be 

able to ask the Commission to allow it to recover those deferred costs in its next rate case. 

Of course, if the Kansas property taxes are upheld, MGE would also be responsible for 

paying those taxes in future years. 

Generally, the property taxes paid by a utility are considered to be a cost of doing 

business. The utility is allowed to recover those costs from its customers when those costs 

are included in the company's cost of service, which is used to establish the rates that the 

company will be allowed to charge. For example, MGE's cost of service established in its 

most recent rate case, GR-2004-0209, includes a normalized amount for payment of 

Missouri property taxes. If MGE were to file a new rate case, an estimation of the amount 

of Kansas property taxes MGE would be required to pay could simply be added to the 

existing property tax amount and those additional costs would be recovered from 

ratepayers. In that circumstance, there would be no need for an AAO. 

There are, however, a couple of barriers that will make it difficult for MGE to recover 

for the Kansas taxes that it must pay simply by filing a new rate case. First, rate cases are 

expensive. For its last rate case, which ended in October 2004, MGE was allowed to 

recover nearly $900,000 from its ratepayers, amortized over a three-year period.16 Filing a 

new rate case to recover the cost of paying the Kansas property taxes so soon after MGE's 

last rate case would impose a substantial financial cost on MGE's ratepayers. 

The second barrier to recovering the Kansas property tax costs through a new rate 

case results from the uncertainty regarding the legality of the imposition of those taxes 

16 Transcript, pages 64-65, lines 17-25, 1-2. 
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against MGE. For a cost to be included in a utility's cost of service for the purpose of 

calculating the utility's rates, that cost must be both known and measurable. 

MGE's Kansas property tax bill is currently measurable; MGE knows how much it 

has been told to pay. But until it is finally determined whether MGE will be required to pay 

the tax, the actual cost cannot be said to be known. If, in a new rate case, the Commission 

were to allow MGE to recover the cost of the Kansas taxes, those costs would be built into 

the company's rates and would result in higher rates charged to customers. If the Kansas 

taxes were then set aside, the higher rates would remain in effect, even though the higher 

costs had gone away. The result could be a windfall for the company and a detriment to 

ratepayers. For that reason, both Public Counsel and Staff indicate that they would oppose 

inclusion of the cost of paying Kansas property taxes in MGE's cost of service until the 

question of the legality of those taxes has been finally resolved. 

Amortization 

Assuming that MGE is allowed to defer the cost of paying its Kansas property taxes 

through an AAO, an additional issue arises concerning the amortization of that expense. It 

would not be appropriate to allow MGE, or any other utility, to defer an expense forever. At 

some point, the regulatory asset that is created through an AAO must be recognized as an 

expense. Usually that asset is turned back into an expense over a period of years through 

an amortization process. In other words, a percentage of the total cost is recognized as an 

expense in each subsequent year. 

Once amortization begins the utility starts to lose the benefit of the AAO unless that 

expense is recognized in the company's rates through the filing of a rate case. It is entirely 

possible that a deferred expense could be amortized out of existence before a company 

9 
Schedule KL-s3 

10 of20 



chooses to file a rate case. Indeed, that might be an appropriate result if the company is 

earning enough income to offset the deferred expenses so that it is earning a sufficient 

return without a rate increase. 

MGE originally proposed that the amortization of the Kansas property tax expense 

begin on the effective date of the report and order in MGE's next general rate case. 17 

Subsequently, in response to Staffs concern that a limit should be placed on the amount of 

time that the property tax. asset could accrue on MGE's books, MGE proposed that if it has 

not filed its next rate case by May 31, 2008, it would cease further deferrals and begin 

amortizing the deferred taxes beginning June 1, 2008, with the amortization occurring over 

a five-year period. 18 

Staff countered that MGE should be required to begin amortizing the deferred 

Kansas property tax expenses beginning the month after the final judicial resolution of the 

legality of the Kansas tax. Staff agrees with MGE that the amortization should occur over a 

five-year period. 19 In addition, Staff would limit the amount of taxes that MGE could defer 

under the AAO to the taxes paid for the years 2004 and 2005.20 Although Public Counsel 

opposes the granting of an AAO, if such an AAO is granted, it supports Staffs proposal 

regarding the period of deferral and amortization.21 

17 Noack Direct, Ex. 1, page 8, lines 12-14. 

18 
Noack Rebuttal, Ex. 2, page 4, lines 10-16. 

19 
Hyneman Direct, Ex. 5, page 3, lines 3-6. 

20 
Hyneman Surrebuttal, Ex. 6, page 2, lines 3-7. 

21 
Bolin Rebuttal, Ex. 7, pages 12-13, lines 20-22, 1-20. 
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MGE estimated that under Staff's proposal it would be required to amortize 

approximately $57,000 per month once amortization beganY Unless MGE is able to 

incorporate that expense into its rates through a rate case by the time amortization begins, 

it will not be able to recover that expense from its ratepayers. Assuming that a final judicial 

decision on the legality of the Kansas property taxes will be obtained sometime in the 

summer of 2006, and that a rate case would need to be filed eleven months before the 

proposed rates could go into effect, under Staff's proposal, MGE would need to file a rate 

case in the late summer of 2005 if it is to recover all of the deferred expenses. 

CONCLUSIONS OF LAW 

The Missouri Public SeNiceCommission has reached the following conclusions of 

law. 

MGE is a public utility, and a gas corporation, as those terms are defined in 

Section 386.020(42) and (18), RSMo 2000. As such, MGE is subject to the Commission's 

jurisdiction pursuant to Chapters 386 and 393, RSMo. 

The Standard for Granting an AAO 

As a gas company subject to the Commission's jurisdiction, MGE is required by 

regulation to keep all its accounts in conformity with the Uniform System of Accounts 

(USOA) prescribed by the Federal Energy Regulatory Commission.23 In general, the 

USOA requires that a company's net income reflect all items of profit or loss occurring 

during the period. The USOA, however, recognizes that special accounting treatment, 

what this Commission refers to as an AAO, may be appropriate when accounting for 

22 Noack Rebuttal, Ex. 2, page 3, line 18. 

23 4 CSR 240-40.040. The USOA for gas companies is found at 18 CFR part201. 
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extraordinary items of profit or loss. The question then becomes, what is an extraordinary 

item? 

The USOA indicates that an extraordinary item for which special accounting 

treatment would be appropriate is "of unusual nature and infrequent occurrence." 

Furthermore, "they will be events and transactions of significant effect which are abnormal 

and significantly different from the ordinary and typical activities of the company, and which 

would not reasonably be expected to recur in the foreseeable future." In addition, the 

USOA requires that to be considered extraordinary, the item "should be more than 

approximately 5 percent of income, computed before extraordinary items."24 

The Commission has also established a test to determine when an MO should be 

granted. In a 1991 decision, often referred to as the Sibley case,25 the Commission stated 

that it would consider the appropriateness of granting an MOon a case by case basis. In 

doing so, it would approve an MO for events that it found to be "extraordinary, unusual 

and unique, and not recurring."26 The Commission's decision in the Sibley case was 

subsequently affirmed by the Missouri Court of AppealsY 

The classic example of an event that would be extraordinary, unusual and unique, 

and not recurring would be a fire, or flood, or ice storm that causes a large amount of 

damage to the utility's property. In those circumstances, it is generally agreed that the 

company should be permitted to defer the costs related to that extraordinary event through 

24 18 CFR part 201, general instruction 7. 

25 In the Matter of the Application of Missouri Public Service for the Issuance of an Accounting Order Relating 
to its Electrical Operations. In the Matter of the Application of Missouri Public Service fort he Issuance of an 
Accounting Order Relating to its Purchase Power Commitments. 1 MPSC 3d 200 (1991) 

26 
/d. at 205. 

27 State ex rei. Public Counsel v. Public Service Commission, 858 S.W. 2d 806 (Mo. App. W.O. 1993) 
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an AA0.28 However, the Commission has never limited the granting of an AAO to 

expenses resulting from such natural catastrophes. 

On the contrary, the Commission has found that an AAO would be appropriate in a 

wide variety of circumstances. For example, in the Sibley case -the case in which the 

Commission set out its standards for the granting of an AAO- the Commission approved 

an AAO for the deferral of costs relating to refurbishment of the company's coal-fired 

generating plant. 29 Similarly, the Commission has granted an AAO for the deferral of costs 

related to a company's compliance with changed accounting standards, 30 and for a 

company's costs incurred to enhance security after the terrorist attacks of September 11, 

2001.31 

On several occasions, the Commission has granted AAOs authorizing deferral of 

costs relating to actions that a utility has been required to take as a result of governmental 

orders, regulations, or statutes. For example, the Commission has granted AAOs for costs 

related to a company's compliance with emergency amendments to the Commission's cold 

28 For an example see: In the Matter of Aquila Inc.'s Application fort he Issuance of an Accounting Authority 
Order Relating to fts Electrical Operations in the Aquila Networks-MPS Division as a Result of a Severe Ice 
Storm. Order Granting Accounting Authority Order, Case No. EU-2002-1053 (June 27, 2002) 

29 In the Matter of the Application of Missouri Public Service for the Issuance of an Accounting Order Relating 
to its Electrical Operations. In the Matter of the Application of Missouri Public Service for the Issuance of an 
Accounting Order Relating to its Purcl1ase Power Commitments. 1 MPSC 3d 200 (1991) 

30 In the Matter of the Application of Union Electric Company for an Accounting Authority Order. 1 MPSC 3d 
329 (1992) 

31 In the Matter of the Joint Application of Missouri-American Water Company, St. Louis Water Company, 
d/b/a Missouri-American Water Company, and Jefferson City Water Works Company, d/b/a Missouri­
American Water Company, for an Accounting Authority Order Relating to Security Costs. Report and Order 
on Remand, Case No. W0-2002-273 (November 10, 2004) 
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weather rule, 32 and for expenses related to a company's compliance with a gas safety line 

replacement program33 

DECISION 

After applying the facts as it has found them to its conclusions of law, the 

Commission has reached the following decisions regarding the issues identified by the 

parties. 

The Granting of an AAO is Appropriate 

Based on the Sibley standard that the Commission has applied to requests for AAOs 

for the last fifteen years, an AAO is appropriate if MGE demonstrates that the costs to be 

deferred are "extraordinary, unusual and unique, and not recurring." In this case, the costs 

that MGE seeks to defer are property taxes. In most cases, the payment of property taxes 

by a utility would not be a fit subject for an AAO. MGE, like all investor-owned utilities, 

routinely pays property taxes. Again, like all other investor-owned utilities, MGE is routinely 

allowed to recover the taxes it pays from its ratepayers through the inclusion of those tax 

payments in its cost of service when its rates are calculated in a rate case. 

The Kansas property tax on gas held in storage in that state is unusual in that MGE, 

which does not serve customers in Kansas, has never before had to pay property tax in 

Kansas. However, if the Kansas taxes are found to be legal in the ongoing court challenge, 

32 
In the Matter of the Application of UtiliCorp Unffed, Inc., d/b/a Missouri Public Setvice and St. Joseph Light 

and Power Company for an Accounting Authority Order Relating to Commission Rule 4 CSR 240-13.055(13). 
11 MPSC 3d 78 (2002), and In the Malter of the Application of Missouri Gas Energy, a Division of Southern 
Union Company, for an Accounting Authority Order Relating to Commission Rule 4 CSR 240-13. 055(13), 11 
MPSC 3d 317 (2002) 

33 
In the Matter of the Tariff Revisions of Missouri Gas Energy, a Division of Southern Union Company, 

Designed to Increase Rates for Natural Gas Setvice to Customers in the Missouri Setvice Area of the 
Company. 10 MPSC 3d 369 (2001). 
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and MGE is required to pay the tax, it should be able to recover those tax payments for 

future years through its rates when it includes those taxes in its cost of service in a future 

rate case. 

The problem is that, at the moment, MGE could not include the Kansas taxes in its 

cost of service even if it were to immediately file a new rate case. As a general rule, for an 

item of cost to be included in a utility's cost of se1vice, that item of cost must be both known 

and measurable. A utility's customers should not be expected to pay, through their rates, 

for costs that are speculative and might never actually be incurred. MGE's Kansas tax 

liability is now measurable - it has received a bill from the Kansas tax authorities for the 

2004 year, and future tax bills can be estimated - but its Kansas tax liability is not yet 

known because of the uncertainty resulting from the ongoing legal challenge. If MGE 

prevails in court, it may never have to pay the Kansas property taxes. 

The amount of taxes that MGE might have to pay in Kansas is significant, both to 

MGE and to its ratepayers. It would not be appropriate to allow MGE to recover millions of 

dollars from its ratepayers for taxes that it might never have to pay. On the other hand, 

these taxes are a legitimate cost of doing business for which the ratepayers should be 

responsible. It would not be fair to MGE's shareholders to shift that burden on to them if 

those taxes ultimately must be paid. Furthermore, it was MGE's decision to challenge the 

legality of the Kansas taxes, a decision that could greatly benefit its ratepayers, that has 

placed MGE in this difficult position. If MGE had accepted the Kansas taxes without 

challenge, it could have simply passed the added taxes on to its ratepayers by filing a rate 

case. Instead, by looking out for the interest of its ratepayers, it has created the possibility 

that it will not be able to recover several million dollars to which it would otherwise be 
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entitled. It is that conundrum that makes an AAO the appropriate means for dealing with 

the potential Kansas tax liability. 

By granting MGE an AAO, it will be allowed to defer the cost of paying the Kansas 

property taxes for consideration in a future rate case after the legality of those taxes is 

determined and the costs are known and measurable. If those taxes are found to be illegal 

and MGE does not have to pay them, then the deferred amounts will simply be written off 

the balance sheet and neither the ratepayers nor the shareholders will be harmed. If, on the 

other hand, MGE ultimately must pay the taxes, it will be able to make its case for the 

inclusion of its additional tax liability into its cost of service in a future rate case. 

This uncertainty surrounding MGE's obligation to pay a significant amount of taxes is 

an unusual and unique situation that is not likely to recur. As such it meets the Sibley 

standard for the granting of an AAO and the granting of such an AAO is appropriate. 

The Period of Deferral and Amortization 

The Commission has found that an AAO should be granted to allow MGE to defer 

recognition of its Kansas property tax obligations because of the uncertainty surrounding its 

ultimate obligation to pay those taxes. Once the legality of those taxes is resolved by the 

appropriate court, that uncertainty goes away and the Kansas property taxes become just 

another item of expense. At that point the need for the AAO also goes away and the 

deferral must end. 

MGE argues that the deferral should be allowed to continue until it is in a position to 

file its next rate case because otherwise it will not be able to recover the full amount of the 

deferred expenses from its customers in rates. That argument is not compelling because 

an AAO is not a guarantee that the company will be able to recover all of its deferred 
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expenses in rates. Indeed, under some circumstances the expenses deferred under an 

AAO may never be recovered in rates. If MGE wishes to recover its Kansas property tax 

expenses in its rates, it controls the date when it will file a rate case. Once the uncertainty 

surrounding the Kansas property taxes is judicially resolved, MGE is free to file a rate case 

at a date of its choosing to attempt to recover those costs. It would not be appropriate to 

continue the deferral just to allow MGE more time to file a rate case. 

Furthermore, an extended deferral period increases the mismatch between the 

customers who benefit from the payment of the Kansas property taxes, and the customers 

who will be asked to pay for those costs. Obviously, MGE had customers in 2004 who will 

no longer be customers in 2008. The reverse is also true. MGE will have customers in 

2008 who were not customers in 2004. By deferring costs from 2004 to 2008, the 

customers of 2008 will be required to subsidize the customers of 2004. 

Any AAO creates a mismatch and resulting subsidization. For that reason, the 

deferral should not be allowed to continue any longer than necessary. An inappropriately 

long deferral period will only increase the mismatch. Since several million dollars would be 

deferred each year under the AAO, each year of deferral will substantially increase the 

subsidization. 

For those reasons, the Commission agrees with Staffs position and will require MGE 

to start amortization of the deferred Kansas property tax expense beginning the month after 

the final judicial resolution of the legality of that tax. 

In addition to requiring that MGE start amortization of the deferred Kansas property 

tax expenses promptly after final determination of the legality of that tax, Staff proposes 

that the company be allowed to defer only two years of taxes. In other words, MGE would 
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be allowed to defer Kansas property taxes only for the 2004 and 2005 tax years. However, 

since a judicial decision regarding the legality of the tax is not expected until the summer of 

2006, a two-year limit on deferral of those expenses would unfairly deny MGE a portion of 

the benefit of the AAO. Therefore, the Commission will allow MGE to defer Kansas tax 

expenses for three years, 2004, 2005, and 2006. 

IT IS THEREFORE ORDERED: 

1. That Missouri Gas Energy, a division of Southern Union Company, is granted 

an Accounting Authority Order whereby the company is authorized to record on its books a 

regulatory asset, which represents the expenses associated with the property tax to be paid 

to the state of Kansas pursuant to Senate Bill 14 7 for tax years 2004, 2005, and 2006. 

Missouri Gas Energy may maintain this regulatory asset on its books until the beginning of 

the month after the final judicial resolution of the legality of that tax. Thereafter, Missouri 

Gas Energy shall commence amortization of the deferred amounts, with the amortization to 

be completed over a five-year period. 

2. That nothing in this order shall be considered a finding by the Commission of 

the value or prudence for ratemaking purposes of the properties, transactions, and 

expenditures herein involved. The Commission reserves the right to consider any 

rate making treatment to be afforded the properties, transactions, and expenditures herein 

involved in a later proceeding. 

3. That any pending motions that the Commission has not specifically ruled upon 

are denied. 
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4. That this report and order shall become effective on September 18, 2005. 

(SEAL) 

Davis, Chm., Murray and Appling, CC., concur; 
Gaw and Clayton, CC., dissent; 
certify compliance with the 
provisions of Section 536.080, RSMo 2000. 

Dated at Jefferson City, Missouri, 
on this 8th day of September, 2005. 
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L~ 
Colleen M. Dale 
Secretary 
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Missouri Public Commission 

Data Request No. 

Company Name 

Case/Tracking No. 

Date Requested 
Issue 

Requested From 

Requested By 
Brief Description 

Description 

Response 

Objections 

Missouri Public Service Commission 

Respond Data Request 

0273.1 

Kansas City Power & Light Company-lnvestor(Eiectric) 

ER-2016-0285 

11/9/2016 
General Information & Miscellaneous - Other General Info & 
Misc. 
Lois J Liechti 

Nicole Mers 
Greenwood Solar Allocation 

1. Provide a breakdown of the actual plant in service and 
accumulated depreciation by FERC account at June 30, 2016 
and December 31, 2016 (when available) for the Greenwood 
solar generation facility. 3. Provide the actual labor, non-wage 
maintenance costs by month, FERC account and resource 
beginning when the Greenwood facility was placed in service 
and continue to update throughout the case. 4. Provide any 
other actual expenses by month, FERC account and resource 
code beginning when the Greenwood facility was placed in 
service and continue to update throughout the case. DR 
requested by: Karen Lyons (karen.lyons@psc.mo.gov) 
Please see attached. 

NA 

The attached information provided to Missouri Public Service Commission Staff in 
response to the above data information request is accurate and complete, and contains 
no material misrepresentations or omissions, based upon present facts of which the 
undersigned has knowledge, information or belief. The undersigned agrees to 
immediately inform the Missouri Public Service Commission if, during the pendency of 
Case No. ER-2016-0285 before the Commission, any matters are discovered which 
would materially affect the accuracy or completeness of the attached information. If these 
data are voluminous, please (1) identify the relevant documents and their location (2) 
make arrangements with requestor to have documents available for inspection in the 
Kansas City Power & Light Company-lnvestor(Eiectric) office, or other location 
mutually agreeable. Where identification of a document is requested, briefiy describe the 
document (e.g. book, letter, memorandum, report) and state the following information as 
applicable for the particular document: name, title number, author, date of publication and 
publisher, addresses, date written, and the name and address of the person(s) having 
possession of the document. As used in this data request the term "document(s)" 
includes publication of any format, workpapers, letters, memoranda, notes, reports, 
analyses, computer analyses, test results, studies or data, recordings, transcriptions and 
printed, typed or written materials of every kind in your possession, custody or control or 
within your knowledge. The pronoun "you" or "your" refers to Kansas City Power & Light 
Company-lnvestor(Eiectric) and its employees, contractors, agents or others employed 
by or acting in its behalf. 

Security: 
Rationale: 

Public 

NA 
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Question:0273.1 

KCPL 
Case Name: 2016 KCPL Rate Case 

Case Number: ER-2016-0285 

Response to Lyons Karen IntetTogatories- MPSC_20161109 
Date of Response: 1112112016 

1. Provide a breakdown of the actual plant in service and accumulated depreciation by PERC 
account at June 30,2016 and December 31,2016 (when available) for the Greenwood solar 
generation facility. 3. Provide the actual labor, non-wage maintenance costs by month, PERC 
account and resource beginning when the Greenwood facility was placed in service and continue 
to update throughout the case. 4. Provide any other actual expenses by month, PERC account and 
resource code beginning when the Greenwood facility was placed in service and continue to 
update throughout the case. DR requested by: Karen Lyons (karen.lyons@osc.mo.gov) 

Response: 

1. The attached file "Q0273.1_KCPL GMO Greenwood Solar Plant and Reserve" presents 
the plant in service and accumulated allocated reserve by Plant Account at June 30,2016. 

Answered by: Mattin Stark, Property Accounting 
Attachment: Q0273.l_ KCPL GMO Greenwood Solar Plant and Reserve.xlsx 

3. There have been no maintenance costs charged to the Greenwood Solar Facility since it 
was placed in service. 

4. There have been no other actual expenses charged to the Greenwood Solar Facility since 
it was placed in service. 

Answered by: Robett E. Anderson, Generation Engineering Services 

Attachments: 
Q0273.1_ KCPL GMO Greenwood Solar Plant and Reserve.xlsx 
Q0273.1 Verification.pdf 
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Kansas City Power & Light Co. 
Q0273.1_KCPL GMO Greenwood Solar Plant and Reserve 

Case No: ER-2016-0285 

KCPL Greater Missouri Operations 
Greenwood Solar Generating Facility 
Plant in Service and Allocated Reserve 
As of June 30,2016 

Plant Account Cost 
34401-0th Prod-Solar 8,376,555. 77 

Allocated 
Reserve 

0.00 
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Verification of Response 

Kansas City Power & Light Company 
AND 

KCP&L Greater Missouri Operations 

Docket No. ER-2016-0285 

The response to Data Request # 0273 1 is true and accurate to the best of 
my knowledge and belief. 

Signed:~~ 
7 

Date: November 21,2016 
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