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I.

STATEMENT OF QUALIFICATIONS

Please state your name and business address.
My name is Andrea C. Crane and my business address is 90 Grove Street, Suite 211,

Ridgefield, Connecticut 06877.

By whom are you employed and in what capacity?

I am President of The Columbia Group, Inc., a financial consulting firm that
specializes in utility regulation. In this capacity, [ analyze rate filings, prepare expert
testimony, and undertake various studies relating to utility rates and regulatory
policy. I have held several positions of increasing responsibility since I joined The

Columbia Group, Inc. in January 1989. I have been President of the firm since 2008.

Please summarize your professional experience in the utility industry.

Prior to my association with The Columbia Group, Inc., I held the position of
Economic Policy and Analysis Staff Manager for GTE Service Corporation, from
December 1987 to January 1989. From June 1982 to September 1987, I was
employed by various Bell Atlantic (now Verizon) subsidiaries. While at Bell
Atlantic, I held assignments in the Product Management, Treasury, and Regulatory

Departments.

Have you previously testified in regulatory proceedings?

Docket No. 12-KCPE-764-RTS
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A.

II.

Yes, since joining The Columbia Group, Inc., I have testified in over 350 regulatory
proceedings in the states of Arizona, Arkansas, Connecticut, Delaware, Hawaii,
Kansas, Kentucky, Maryland, New Jersey, New Mexico, New York, Oklahoma,
Pennsylvania, Rhode Island, South Carolina, Vermont, Washington, West Virginia
and the District of Columbia. These proceedings involved electric, gas, water,
wastewater, telephone, solid waste, cable television, and navigation utilities. A list of
dockets in which I have filed testimony since January 2008 is included in Appendix

A.

What is your educational background?
I received a Master of Business Administration degree, with a concentration in
Finance, from Temple University in Philadelphia, Pennsylvania. My undergraduate

degree is a B.A. in Chemistry from Temple University.

PURPOSE OF TESTIMONY

What is the purpose of your testimony?

On or about April 20, 2012, Kansas City Power & Light Company (“KCP&L” or
“Company”) filed an Application with the Kansas Corporation Commission (“KCC”
or “Commission”) seeking a rate increase of $63.55 million. The Company’s request
would result in an increase of approximately 12.9% over retail sales revenue at

present rates. The Company’s filing is based on a test year ending December 31,

Docket No. 12-KCPE-764-RTS
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1 2011, with pro forma adjustments extending through June 30, 2012.
2 The Columbia Group, Inc. was engaged by The State of Kansas, Citizens’
3 Utility Ratepayer Board (“CURB”) to review the Company’s Application and to
4 provide recommendations to the KCC regarding the Company’s revenue requirement
5 claims. Dr. J. Randall Woolridge is filing testimony on behalf of CURB addressing
6 cost of capital and capital structure issues. In addition, Brian Kalcic is filing
3 7 testimony on behalf of CURB addressing rate design issues.
8
i 9 Q. What are the most significant issues in this rate proceeding?
} 10 A The most significant issues in the Company’s filing are a) post-test year increases in
| 11 utility plant-in-service and construction work in progress; b) proposed increases in
12 pension and other post-employment benefit (“OPEB™) costs; ¢) proposed new
13 depreciation rates that will significantly increase annual depreciation expense; d)
14 proposed increases in salaries and wages and other benefits expenses; e) weather-
| 15 normalization of test year sales, and f) the Company’s request for a return on equity
‘ 16 of 10.4%.
17

18 III. SUMMARY OF CONCLUSIONS

19 Q. What are your conclusions concerning the Company’s revenue requirement and
20 its need for rate relief?
21 A. Based on my analysis of the Company’s filing and other documentation in this case,
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1 my conclusions are as follows:
2 1. The twelve months ending December 31, 2011, is an appropriate test year to
3 use in this case to evaluate the reasonableness of the Company’s claim.
4 2. As discussed by Mr. Kalcic, the KCC should continue to use a 12 CP demand
5 allocator.
6 3. As discussed by Dr. Woolridge, the Company has a cost of equity of 8.50%
7 and an overall cost of capital of 7.58% (see Schedule ACC-2).!
8 4. KCP&L has pro forma test year rate base of $1,767,399,700 (see Schedule
9 ACC-4).
10 5. The Company has pro forma operating income at present rates of
11 $131,006,151 (see Schedule ACC-15).
12 6. KCP&L has a pro forma revenue deficiency of $4,909,834 (see Schedule
13 ACC-1). This is in contrast to the Company’s claimed revenue requirement
14 deficiency of $63,550,528.
15

16 IV. COST OF CAPITAL AND CAPITAL STRUCTURE

17 Q.  Whatis the cost of capital and capital structure that the Company is requesting
18 in this case?

19

! Schedules ACC-1, ACC-43, and ACC-44 are summary schedules, ACC-2 is a cost of capital
schedule, ACC-3 is a jurisdictional allocation schedule, ACC-4 to ACC-14 are rate base schedules, and
ACC-15 to ACC-42 are operating income schedules.
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A. The Company utilized the projected capital structure and cost rates for Great Plains
Energy, Inc. ("GPE"), the parent holding company, at June 30, 2012. As shown in

Section 7 of the Company’s filing, KCP&L’s claim is composed of the following:

Percent Cost Weighted

Rate Cost
Common Equity 51.81% 10.40% 5.39%
Preferred Stock 0.62% 4.29% 0.03%
Long Term Debt 47.57% 6.63% 3.15%
Total 100.00% 8.57%

Q. Is CURB recommending any adjustments to this capital structure or cost of
capital?

A. Yes, CURB is recommending that the KCC authorize a return on equity of 8.50% for
KCP&L. However, as discussed in the testimony of Dr. Woolridge, CURB is

recommending a very similar capital structure to that claimed by KCP&L.

Q. What is the overall cost of capital that CURB is recommending for KCP&L?
As shown on Schedule ACC-2, CURB is recommending an overall cost of capital for

KCP&L of 7.58%, based on the following capital structure and cost rates:
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Percentage Cost Weighted Cost
Common Equity 51.82% 8.50% 4.40%
Preferred Stock 0.61% 4.29% 3.15%
Long-Term Debt 47.57% 6.63% 0.03%
Total 100.00% 7.58%

Please see the testimony of Dr. Woolridge for a detailed discussion of CURB’s cost

of capital and capital structure recommendations.

JURISDICTIONAL ALLOCATIONS

How did the Company allocate its capacity-related costs to jurisdictions in this
filing?

KCP&L used a 4 CP methodology to allocate its capacity-related costs in this case.
The 4 CP methodology allocates costs based on each jurisdiction’s contribution to the

Company’s total coincident peak demand during the four summer months.

Does this represent a change from the allocation methodology that was
previously used to allocate capacity-related costs?

Yes, it does. KCP&L previously used a 12 CP allocator to allocate capacity-related
costs. The 12 CP allocator is based on each jurisdiction’s contribution to coincident

peak demand during the 12 months of the year.

Docket No. 12-KCPE-764-RTS
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Q.

Is CURB recommending any adjustment to the capacity allocator proposed by
KCP&L?

Yes, CURB is recommending that the Company’s proposal be rejected by the KCC
and instead that the capacity allocator continue to be based on the 12 CP

methodology. Mr. Kalcic discusses this recommendation in detail in his testimony.

What adjustments did you make to the revenue requirement schedules to reflect
CURB’s recommendation regarding the use of the 12 CP capacity allocator?
First, I made an adjustment to recalculate the Company’s filed claim based on the use
of the 12 CP allocator. To quantify this adjustment, I utilized the Company’s Rate
Model and replaced the Company’s 4 CP allocators with the 12 CP allocators for the
Kansas, Missouri, and Wholesale jurisdictions. This modification resulted in a
revenue deficiency of $53.16 million, instead of the deficiency of $63.55 million
claimed by KCP&L in its filing.

I next examined the impact of the 12 CP allocator on individual aspects of the
Company’s claim. If the 12 CP allocator had been used, the Company’s rate base
claim would have been $1,786,902,749 instead of $1,820,789,380. Therefore, at
Schedule ACC-3, I have made a rate base adjustment to reflect the impact of the
change in capacity allocator on the Company’s rate base. This adjustment is also

included in my Rate Base Summary Schedule, Schedule ACC-4.

10
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VI

In addition, using the 12 CP allocator, the Company’s operating income at
present rates increases from $117,647,212 as claimed by the Company, to
$121,023,747. Therefore, on Schedule ACC-3, I also made an adjustment to restate
the Company’s operating income claim to reflect the 12 CP allocator. This
adjustment is also included in my Operating Income Summary on Schedule ACC-15.
It should be noted that the adjustments shown in Schedule ACC-3 restate the
Company’s filing based on a 12 CP capacity allocator. The adjustments on Schedule
ACC-3, do not reflect any additional adjustments that [ am recommending to rate
base components or expense levels.

After making the allocation adjustments shown on Schedule ACC-3, it was
necessary to utilize the resulting 12 CP allocators for any jurisdictional capacity-
related allocations contained in other adjustments recommended in my testimony.
Therefore, the Kansas-jurisdictional allocations used to quantify my other
adjustments are based on the revised allocations that result from the use of a 12 CP

allocator instead of the 4 CP allocator proposed by KCP&L.

RATE BASE ISSUES

What test year did the Company utilize to develop its rate base claim in this
proceeding?
The Company selected the test year ending December 31, 2011. However, the

Company included adjustments to most of its rate base elements to reflect costs

11
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1 through June 30, 2012.

3 Q. Are you generally opposed to the methodology used by the Company to reflect
4 costs at June 30, 20127

5 Al Yes, | am. The Company’s methodology is an attempt to extend the test-year

6 concept. The KCC has traditionally used an historic test year to set rates. In this
7 case, the Company chose the twelve months ending December 31, 2011, as its test
8 year. But over the past few years, utilities have increasingly sought ways to push the
9 test year further into the future and/or to expand the use of surcharge mechanisms so
10 that fewer costs are recovered through base rates. Instead, KCP&L and other utilities
11 have initiated rate riders or other deferral mechanisms to recover fuel, pension and
12 OBEP costs, property tax expense, energy efficiency costs, and other charges. In
13 addition, they have marginalized the concept of “known and measurable” changes by
14 proposing to extend the test year well beyond the period that they selected on which
15 to file their base rate case.
| 16 In this case, while KCP&L contends that its filing is based on the test year
17 ending December 31, 2011, the Company’s rate base primarily reflects a partially
18 forecasted test year ending June 30,2012. This is contrary to the KCC’s practice to
19 utilize an historic test year for purposes of determining a utility’s rate base, and
20 should be rejected.
21

12
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1 Q. Won’t actual results for the twelve months ending June 30, 2012, be available
2 during this litigation phase of this case?

3 Al Yes, and utilities have attempted to justify this practice by contending that actual

4 results will become available during the litigation phase of the case. However, the
5 KCC should reject this argument. One of the purposes of requiring utilities to file a
6 historic test year is that it provides the other parties with a framework on which to
7 evaluate the utility’s filing within the 240-day time constraint imposed by statute.
8 Allowing utilities to continuously update their filing places a tremendous burden on
9 other parties, whose resources are already sorely limited compared with the vast
10 resources available to most utilities. It requires parties such as CURB to continually
11 chase after a moving target, or to wait until all actual results for the projected time
12 period are available, which would significantly reduce the period available for review
13 prior to testimony being filed. While the KCC has traditionally permitted “known
14 and measurable” changes to the test year, these proposed known and measurable
15 changes should be included as part of a utility’s initial filing so that the parties have a
16 reasonable opportunity to review any proposed known and measurable changes
17 during the discovery process. The “known and measurable” standard does not mean
18 allowing a utility to utilize a floating test year and simply update each month with
19 actual results.
20 Moreover, the procedural schedule in this case does not provide sufficient
21 time to examine all aspects of the case using a June 30, 2012, historic period. If the

13
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Company wants to utilize a June 30, 2012, test year, then it should update its filing,
schedules, workpapers, and all data requests to reflect actual results through June 30,
2012. Moreover, CURB, Staff, and other interveners should then have the
opportunity to review this data fully, to ask follow-up data requests, if necessary, and
to submit testimony after completion of these discovery activities. This would
necessitate waiving the 240-day deadline in order to provide the parties with an
adequate opportunity for review. Otherwise, the KCC should require utilities to
adhere to the requirement for filing a base rate case utilizing an historic test year. In
evaluating the Company’s case, | have attempted to adhere to the test year concept in

developing my recommended revenue requirement, as discussed below.

A. Utility Plant In Service

Please describe the Company’s claim for utility plant in service.

The Company has included utility plant-in-service additions and retirements through
June 30, 2012, in its claim. KC&L’s claim starts with utility plant-in-service at
December 31, 2011, the end of the test year in this case. The Company then made
adjustments to reflect 1) retirements related to the adoption of amortization of certain
general plant accounts previously approved by the KCC; 2) a revision to its
ownership interest in certain plant assets associated with latan Unit 1; and 3)
additional capital costs associated with the establishment of the Company’s proposed

Distribution Field Intelligence and Technical Support (“DFITS”) Group. In addition,

14
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KCP&L made further adjustments to reflect normal projected plant additions and

retirements for the period January 1, 2012, to June 30, 2012.

Are you recommending any adjustment to the Company’s claim for utility
plant-in-service?

Yes, I am recommending that the KCC reject the Company’s proposed adjustments
to include plant additions and retirements from January 1, 2012, to June 30, 2012, in
its rate base. As discussed earlier, these adjustments are an attempt by KCP&L to
extend the boundary of the test year. At Schedule ACC-5, I have made an adjustment
to eliminate the January 1, 2012, to June 30, 2012, plant additions and retirements

from rate base.

Didn’t you include post-test year plant in your recommended pro forma rate
base in the Company’s last base rate case?

Yes, I did. However, at that time, the Company was still being regulated pursuant to
the Regulatory Plan and extraordinary ratemaking treatment was being applied,
particularly as it related to plant additions and construction associated with the Jatan
Generating Facility. Now that the Regulatory Plan has expired, the KCC should
require the Company to return to the traditional regulatory practice of utilizing an

historic test year to value its utility plant-in-service claim.

15
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Q.

Are you recommending any other adjustment to the Company’s plant-in-service
claim?

Yes, [ am also recommending that the Company’s proposal to include future DFITS
group expenditures in rate base be denied. As discussed later in this testimony,
KCP&L has included costs in its revenue requirement claim relating to a new
organization that it claims is needed to promote automated distribution. KCP&L’s
claim includes $1,005,278 in operating expenses and $842,673 of capital costs
relating to the DFITS group. Iam recommending that the DFITS program costs be
eliminated from the Company’s claim, on the basis that these costs do not warrant the
extraordinary ratemaking treatment being proposed in this case. Such costs are
speculative and do not represent known and measurable changes to the test year.
Moreover, many of the functions to be performed by the DFITS group are currently
being provided by other departments. Therefore, it is reasonable to assume that there
may be offsetting cost savings in these other departments that has not been reflected
in the Company’s filing. My recommendation to eliminate the DFITS costs is
discussed further in the Operating Income Section of this testimony. Since I am
recommending that the DFITS expenses be disallowed, I have made a corresponding
adjustment to remove the capitalized portion of these costs from the Company’s

utility plant-in-service claim. This adjustment is also shown in Schedule ACC-5.

16

Docket No. 12-KCPE-764-RTS




10

11

12

13

14

15

16

17

18

19

20

21

The Columbia Group, Inc.

Q.

B. Accumulated Depreciation

How did the Company develop its claim for accumulated depreciation?

The Company’s claim for accumulated depreciation is based on its balance for
accumulated depreciation at December 31, 2011, adjusted to reflect net additions to
the depreciation reserve through June 30, 2012. The Company developed its post-
test year adjustment by first reflecting 1) retirements related to the adoption of
amortization of certain general plant accounts previously approved by the KCC ;2)a
revision to its ownership interest in certain plant assets associated with Iatan; and 3)
projected retirements from January 1, 2012, through June 30, 2011. In addition,
KCP&L included a depreciation reserve addition based on its projected depreciation

expenses for the first six months of 2012.

Are you recommending any adjustments to the Company’s claim?

Yes, I am recommending one adjustment to the Company's depreciation reserve
claim. Since I am recommending that the KCC eliminate post-test year plant
additions from the Company’s claim, it is necessary to make a corresponding
adjustment to the depreciation reserve. Therefore, I have made an adjustment to
eliminate, from the depreciation reserve, both projected depreciation reserve
additions and projected retirements for the period January 1, 2012, through June 30,

2012. My adjustment is shown in Schedule ACC-6.

17
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2 Q. What is CWIP?

3 Al CWIP is plant that is under construction but which has not yet been completed and
4 placed into service. Once the plant is completed and serving customers, then the
5 plant is booked to utility plant-in-service and the utility begins to take depreciation
7

g8 Q. How did the Company quantify its claim for CWIP?

|

1

6 expense on the plant.
9 A The Company’s CWIP claim reflects CWIP associated with environmental upgrades
|

|

|

10 at the LaCygne Generating Station. KCP&L based its CWIP claim on the actual
11 CWIP balance at December 31, 2011, related to the LaCygne environmental
12 upgrades, adjusted to reflect projected additions to CWIP from January 1, 2012,
13 through June 30, 2012, relating to the upgrade.

14

15 Q. Do you believe that CWIP is an appropriate rate base element?

16 A No, I do not believe that CWIP is an appropriate rate base element. CWIP does not

17 represent facilities that are used or useful in the provision of utility service. In
18 addition, including this plant in rate base violates the regulatory principle of
19 intergenerational equity by requiring current ratepayers to pay a return on plant that is
20 not providing them with utility service and which may never provide current

18
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ratepayers with utility service. However, [ understand that the inclusion of CWIP in
rate base is governed by statute.”

K.S.A. 66-128 addresses the determination of rate base by the KCC. The
statute generally requires that “property of any public utility which has not been
completed and dedicated to commercial service shall not be deemed to be used and
required to be used in the public utility’s service to the public.”

However, the statute also provides that certain property “shall be deemed to
be completed and dedicated to commercial service” under certain circumstances.
Specifically, K.S.A. 66-128(b)(2) provides that,

Any public utility property described in subsection (b)(1) shall be

deemed to be completed and dedicated to commercial service if: (A)

construction of the property will be commenced and completed in one

year or less; (B) the property is an electric generation facility that

converts wind, solar, biomass, landfill gas or any other renewable

source of energy: (C) the property is an electric generation facility or

addition to an electric generation facility, which facility or addition to

a facility is placed in service on or after January 1, 2001; or (D) the

property is an electric transmission line, including all towers, poles

and other necessary appurtenances to such lines, which will be

connected to an electric generation facility.

Q. Does the CWIP included by KCP&L in its rate base claim meet the criteria
outlined in the statute?

A. While I am not an attorney, I believe that the CWIP associated with the LaCygne

environmental upgrade that was booked by the end of the test year complies with the

’I am not an attorney and my discussion of the CWIP statute is not intended as a legal interpretation of that
statute, but rather provides my understanding of the statute from a ratemaking perspective.

19
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1 provisions of the statute. However, I do recommend that the Company’s request for
2 projected CWIP from January 1, 2012, to June 30, 2012, be denied. Its proposal to
3 include these post test-year costs, which had not been incurred by December 31,
4 2011, is an attempt to extend the Company’s test year out by an additional six
5 months. The above-referenced statute does not provide for the inclusion of post-test
6 year adjustments related to CWIP. Therefore, I recommend that such additions be
7 excluded from the Company’s rate base.

8

9 Q. What level of CWIP do you recommend that the KCC include in the Company’s

10 rate base?

11 Al I am recommending that the KCC authorize the Company to include CWIP of
12 $74,908,099 in rate base. This is the actual CWIP associated with the LaCygne
13 environmental upgrades as of December 31, 2011, the end of the test year. My
14 recommendation is shown in Schedule ACC-7.

15

16 D. Materials And Supplies

17 Q. How did the Company develop its claim for material and supplies?

18 Al The Company’s claim is based on a thirteen-month test year average balance, except
19 for certain accounts that the Company asserted showed trends, for which an end of

20 test year balance was used.
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Q.

A.

Are you recommending any adjustment to the Company’s claim?

Yes, [ am recommending that the thirteen-month test year balance be utilized for all
accounts. The purpose of using an average balance for materials and supplies is that
materials and supplies are composed of many items that fluctuate from month-to-
month. The use of a multi-month average mitigates the impact of these monthly
variations.

The Company’s methodology results in a hybrid approach, whereby KCP&L
has selectively used an end of month balance for some items and an average balance
for others. However, the Company’s approach would require a complete
examination of every component of materials and supplies in each rate case. It would
also introduce a new controversy into the rate case process as parties debate whether
a new “trend” has emerged in a particular account.

The use of a multi-month average is the generally accepted method for
determining materials and supplies in a base rate case. It has worked well, given the
nature of materials and supplies, the number of items included in this rate base

component, and the fluctuations in monthly balances.

What do you recommend?
I recommend that the Company’s allowance for materials and supplies be based on
the average balance for the thirteen months ending December 31, 2011, the end of the

test year in this case. My adjustment is shown in Schedule ACC-8.

21
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E. Tatan 1 and Common Regulatory Asset

Please explain the Iatan 1 and Common Regulatory Asset that the Company
included in rate base.
In Docket No. 09-KCPE-246-RTS, the KCC authorized the Company to defer
depreciation expense and return on the Air Quality Control System (“ACQS”) being
installed at [atan Unit 1 as well as depreciation and return on certain common plant
additions that were being constructed to support both Iatan units. This regulatory
asset was first included in rate base in Docket No. 10-KCPE-415-RTS (“415
Docket”). In that case, the KCC authorized the Company to amortize the regulatory
asset over the remaining useful life of the upgrades, which was 47 years. Inaddition,
the Company was authorized to include the unamortized balance in rate base.

In this case, KCP&L included in rate base the unamortized balance of the
Iatan 1 and Common Plant regulatory asset authorized in the 415 Docket. The
Company has termed this regulatory asset “Vintage 1”. In addition, KCP&L has
included a regulatory asset for additional Iatan 1 and Common Plant costs incurred
after the cut-off date in that case but prior to the effective date of rates in the 415
Docket. It has termed this regulatory asset “Vintage 2. KCP&L has not reflected

any amortization of costs associated with Vintage 2 in its rate base claim.

22
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1 Q. Are you recommending any adjustment to the Company’s claim?
2 A Yes, I am recommending that the unamortized balance at December 31, 2011, for the
3 Vintage 1 assets be included in rate base, instead of the balance at June 30, 2012, as
4 proposed by the Company. This is consistent with my earlier recommendations to
5 utilize the test year-end balances for utility plant-in-service, accumulated depreciation
6 and CWIP. My adjustment is shown in Schedule ACC-9. Since the Company has
7 not reflected any amortization of costs associated with Vintage 2 in its claim, [ have
8 not made any adjustment to the Vintage 2 costs.
9

10 F. Customer Advances for Construction

11 Q. How did the Company determine its claim for customer advances?

12 A According to the testimony of Mr. Weisensee at page 16, KCP&L “examined

13 customer advance balances for Kansas customers from December 2010 through
14 December 2011 and observed that the balance declined during this period. Therefore,
15 we used the December 2011 balance in rate base.”

16

17 Q. Are you recommending any adjustment to the Company’s claim?

18 A Yes, I am recommending that a thirteen-month average balance be included in the
19 Company’s rate base claim, instead of the December 31, 2011, balance proposed by
20 the Company. While the overall annual trend has been a general decline in customer
21 advances, there does appear to be some seasonality in the customer advance monthly

23
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10

11

12

13

14

15

16

17

18

19

20

balances. For example, balances in January 2011 were higher than those in
December 2010 and similarly, balances in January 2010 were higher than those in
December 2009.> The use of a thirteen-month balance is also consistent with the
methodology used to quantify the customer advance balance included in rate base in
the Company’s last base rate case. Accordingly, at Schedule ACC-10, I have made

an adjustment to reflect a thirteen-month balance for customer advances.

G. Customer Deposits

How did the Company determine its claim for customer deposits?

Similar to the methodology used for customer advances, KCP&L utilized a test year-
end balance for customer deposits. The Company’s rationale for utilizing a test year-
end balance was similar to its reasoning with regard to customer advances, i.e., Mr.
Weisensee states on page 16 of his testimony that he reviewed the customer deposit
balances from December 2010 to December 2011 and “observed that the balance
declined during this period.” Hence, the Company utilized the December 2011

balance in its rate base claim.

Are you recommending any adjustment to the Company’s claim?
Yes, similar to my recommendation with regard to customer advances, I am

recommending that a thirteen-month average balance be included in the Company’s

* Response to CURB-48.
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rate base claim, instead of the December 31, 2011, balance proposed by the
Company. During the test year, there was some fluctuation in customer deposit
balances from month-to-month. In addition, in the last case, the Company utilized
the thirteen-month average balance to develop its rate base claim. At Schedule ACC-
11, T have made an adjustment to reflect a thirteen-month balance for customer

deposits.

H. Accumulated Deferred Income Taxes

Q. How did the Company develop its rate base claim for accumulated deferred

income taxes?

A. KCP&L began with its actual balance at December 31, 2011. It then made several

adjustments to reflect activity for the period January 1, 2012, to June 30, 2012.

Are you recommending any adjustment to the Company’s claim?

Yes, | am recommending that activity for the period January 1, 2012, to June 30,
2012, be eliminated from the Company’s rate base claim. This is consistent with my
recommendation to utilize the December 31, 2011, balance for utility plant-in-
service, accumulated depreciation, and CWIP. My adjustment is shown in Schedule

ACC-12.
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L Deferred Gain on SO, Emission Allowances

Please explain the Company’s rate base claim associated with SO, Emission
Allowances.
Pursuant to the Order in Docket No. 04-KCPE-1025-GIE, KCP&L was authorized to
defer the net gains on proceeds obtained from the sale of SO, emission allowances
during the five-year term of the Regulatory Plan established in that proceeding. The
Regulatory Plan ended with the implementation of new rates in the 415 Docket. In
the 415 Docket, the Company was authorized to begin amortizing the regulatory
liability associated with the gain from the sale of the emission allowances over the
average useful life of its environmental assets, which was deemed to be 22 years.
In this case, the Company has included two rate base adjustments related to
the SO, emission allowances. First, the Company has included the unamortized
balance of the gain on proceeds for emission allowances assigned to Kansas in the
last rate case. Second, the Company has included a small additional adjustment to
reflect the Kansas-jurisdictional share of gains on emission allowances that are being
allocated between the Kansas and Missouri jurisdictions. For both of these
adjustments, KCP&L has reflected unamortized balances of the regulatory liabilities

at June 30, 2012.

Are you recommending any adjustments to the Company’s claims for these

gains associated with SO, emission allowances?
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A.

VII.

Yes, consistent with several recommendations discussed above, I am recommending
that the KCC reject post-test year adjustments related to SO, emission allowances.
Thus, at Schedule ACC-13, I made a rate base adjustment to reflect the Kansas-
jurisdictional SO; emission allowance balance at December 31, 2011, the end of the
test year, for emission allowances that previously assigned to Kansas. At Schedule
ACC-14, I have made a similar adjustment to reflect the test year ending balance for
the deferred gain on SO, emission allowances that is being allocated between Kansas

and Missouri.

J. Rate Base Summary

What is the impact of all of your rate base adjustments?
My recommended adjustments reduce the Company's rate base claim from
$1,820,789,380 as reflected in its filing, to $1,767,399,700, as summarized on

Schedule ACC-4.

OPERATING INCOME ISSUES

A. Salary and Wage Expense

How did the Company determine its salary and wage expense claim?
KCP&L annualized its payroll costs based on its actual headcount as of December

31,2011, and payroll increases anticipated through April 1,2012. The Company did
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A.

not include any vacant positions or new positions in its salary and wage claim.

Are you recommending any adjustments to the Company’s claim?

Yes, [ am recommending one adjustment. In response to various discovery requests,
the Company indicated that it had discovered certain errors in its salary and wage
expense claim. It also provided several updates to its claim. In response to KCC-
195A1, KCP&L provided its final update to its workpapers for its payroll adjustment
(CS-50), revising its pro forma salary and wage claim from $167,707,174 to
$166,155,637. At Schedule ACC-16, I have made an adjustment to reflect this

update.

B. 401 K Expense

How did the Company determine its claim for 401 K costs?
As shown in the workpapers to CS-52, the Company utilized the average matching
percentage factor as of December 31, 2011, and applied that factor to its proposed

salary and wage adjustment.

Are you recommending any adjustment to the Company’s claim for 401 K
costs?

Yes, since I am recommending an adjustment to the Company’s salary and wage

* The Company did include costs for a new group, Distribution Field Intelligence Technical Support, in a
separate adjustment (CS-49).
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claim, it is necessary to make a corresponding adjustment to its 401 K costs.
Therefore, at Schedule ACC-17,  have made an adjustment to reduce the pro forma
401 K costs by applying the Company’s proposed matching rate of 3.523% to my

recommended salary and wage expense adjustment.

C. Incentive Compensation Expense

Please describe the Company’s incentive compensation programs.
As described in the response to CURB-71, there are three groups of employees
eligible for incentive compensation. First, union employees are eligible for rewards
under the Rewards Incentive Plan. During the test year, there were three benchmarks
used to make awards under the Rewards Incentive Plan: a Company Financial
component at 50%, a Company Operational component at 25%, and a Divisional
component at 25%.” In 2012, these benchmarks were revised to reflect a 20%
Company Financial component, a 60% Company Operational component, and a 20%
Divisional component. In addition, 25% of the Divisional component is based on
Company Financial goals. Thus, in total 25% (20% plus 25% of 20%) is based on
the Company Financial Component. It is interesting to note that the Rewards
Incentive Plan does not have an Individual Performance component.

Second, management employees, other than officers, are eligible for awards
under the ValueLink Incentive Plan (“ValueLink™), a short-term annual incentive

plan. During the test year, awards under this plan were based on a Company

’ Response to CURB-73.
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1 Financial component at 40%, a Company Operational component at 20%, a
2 Divisional component at 20%, and an Individual Performance component at 20%.°
3 25% of the Divisional Component was based on financial criteria. In 2012, these
4 benchmarks were revised to reflect a 20% Company Financial component, a 40%
5 Company Operational component, a 20% Divisional component, and a 20%
6 Individual Performance component. Therefore, currently financial goals currently
7 make up 25% of the ValueLink benchmarks (20% plus 25% of 20%)).
8 Third, officers are eligible for both a short-term Annual Incentive Plan
9 (“AIP”) and a Long-term Incentive Plan (“LTIP”). The AIP awards are based on
10 benchmarks that include Core Financial Objectives of 40%, Key Business Objectives
11 of 40%, and Individual Performance at 20%.
12 According to CURB-71, “LTIP grants may also be used to recognize key
13 management employees, or be used to pay bonus shares to employees, including non-
14 officers, as defined by the Plan documents.” According to the response to CURB-73,
15 performance awards for the 2011-2013 performance period were based primarily on
16 financial criteria.
17
18 Q. How much is included in the Company’s claim in this case relating to the
19 incentive compensation plans?

20 A According to the workpapers submitted by the Company, the Company’s claim is

® Response to CURB-73.
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1 based on the Kansas-jurisdictional share of total awards of $1.44 million for the
2 Rewards Plan, of $8.35 million for the ValueLink plan, and of $2.23 million for the
3 Officer’s Short-term Incentive Plan. With regard to LTIP costs, KCP&L included
4 $808,281 (total KCP&L) of restricted stock awards, which reflected 50% of the total
5 stock awards made to officers under the plan, and $333,014 of share awards related
6 to Director’s compensation. KCP&L excluded the remaining 50% of restricted stock
7 award costs from its claim. In addition, the Company excluded 100% of performance
8 share awards made under the LTIP.
9
10 Q. Do you believe that it is appropriate to recover all of these incentive
11 compensation costs from regulated ratepayers?
12 Al No, I do not. I have several concerns about these types of programs. In KCP&L’s
13 last base rate case, I raised concerns about incentive compensation programs,
14 especially programs that have financial benchmark components. As noted in that
15 testimony, providing employees with a direct financial interest in the profitability of
16 the Company is an objective that benefits shareholders, but it does not benefit
17 ratepayers. Incentive compensation awards that are based on financial criteria may
18 violate the principle that a utility should provide safe and reliable utility service at
19 just and reasonable rates. Such plans typically provide a disproportionate benefit to
20 shareholders and the upper management personnel responsible for establishing such
21 programs -- to whom much of the incentive compensation is granted. Moreover, not
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only do I have concerns about financial benchmarks, but I am also concerned about
the fairness of paying employees bonuses in order to provide good customer service
and to operate the utility in a safe manner. While customers do benefit from good
customer service, and while everyone benefits from safe utility practices, it does not
necessarily follow that ratepayers should pay “extra” for good and safe utility service.
Given the increasing emphasis on incentive compensation, one has to wonder what
an employee’s base salary is supposed to cover — showing up? A review of the
incentive criteria suggests that employees and officers are being rewarded for results
that should be part of their basic job description — to provide safe and reliable utility
service at the lowest reasonable cost.

In addition, in the last case I also raised concerns about programs that are
justified on the basis of comparability to some overall market index for
compensation. As I testified in the 415 Docket,

However, the problem with tying these awards to industry peer

groups is that no company wants to be below the average of the

group. Studies of peer groups performed by Mercer and other human

resource consulting firms put compensation on a continuing upward

spiral as each company that falls below the mean or median attempts

to increase their position among their peers. For that reason, awards

that rely upon industry peer groups can result in inflated salaries that

continue to escalate as the companies below the average attempt to
raise their standing in the group.”

7 Testimony of Andrea C. Crane, KCC Docket No. 10-KCPE-415-RTS, page 60.
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Q.

Do KCP&L’s employees continue to be well compensated, separate and apart
from these employee incentive plans?

Yes, they are. Over the past three years, the Company’s union employees have
received increases ranging from 2.0% to 3.5%, while management employees have
enjoyed increase ranging from 1.0-3.0% in spite of a difficult economic environment.
Union employees have also experienced additional contractual compensation
including premium, step up, and rest period adjustments. Moreover, there is no
indication that KCP&L is having difficulty attracting quality employees to its
workforce. The Company’s salary and wage levels appear reasonable, even if the
incentive compensation plans are not taken into account. Based on the Company’s
revised payroll cost claim, pro forma management salaries average over $92,000 per
employee while pro forma union salaries average over $71,000.

Moreover, it should be noted that over 25% of the costs for incentive
compensation included in the Company’s claim relate to compensation for officers.
As shown in the Company’s Proxy Statement, these officers have base salaries
ranging from $300,000 to $800,000. Thus, KCP&L’s officers, like its other

employees, are well compensated even if incentive compensation is not considered.

What were the KCC’s findings in the last case with regard to incentive
compensation?

In that case, the KCC found that “[i]ncentive compensation awards tied to the
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Company’s financial interest will improve the profitability of the company and, as a
result, benefit shareholders more than ratepayers.” The KCC also found that “relying
upon the median of peer group statistics for a benchmark to determine appropriate
incentive compensation amounts can result in a continuing upward spiral as each
company seeks to increase their position among peers.” Nevertheless, the KCC
found that “non-executive incentive programs are reasonable....” With regard to
incentive compensation programs for executives, the KCC adopted Staff’s
recommendation to disallow 50% of the AIP, 50% of restricted stock awards, and

100% of performance shares.

What are you recommending in this case?

While I continue to believe that all incentive compensation costs should be borne by
shareholders, in the 415 Docket the KCC generally limited its disallowances to
incentive compensation costs that were impacted by financial criteria, finding that
such costs should be borne by shareholders. Thus, in this case, I have limited my
disallowances to those costs that are depending upon financial benchmarks.
Accordingly, at Schedule ACC-18, I have made an adjustment to eliminate 25% of
the costs for the Rewards Plan and 25% of the costs for the ValueLink plan. In
addition, I have eliminated 50% of the officer AIP costs, consistent with the KCC’s

finding in the last case.

8 KCC Order in KCC Docket No. 10-KCPE-415-RTS, November 11, 2010, page 46.

’1d.
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Q.

A.

Are you recommending any adjustment to the Company’s claim for LTIP costs?
Yes, [ am. Although the KCC permitted KCP&L to recover 50% of its stock award
costs in the 415 Docket, these awards are clearly depending upon financial criteria.
Therefore, | am recommending that 100% of these costs be disallowed. At Schedule
ACC-19, I have made an adjustment to eliminate the remaining 50% of stock awards,
in the amount of $808,281, from the Company’s revenue requirement. I am also
recommending that 100% of the costs of Director shares be disallowed as well, on the

basis that these costs are also dependent upon financial parameters.

Do Directors receive compensation in addition to the stock awards that you
recommend be borne by shareholders?

Yes, as disclosed in the Company’s Proxy Statement, in addition to stock awards,
Directors received cash compensation ranging from $59,000 to $92,500 during the
test year. In addition, Directors received other compensation including the matching
of charitable contributions, travel and lodging expenses, spousal travel, and in at least
one case, life and health insurance. While it is not unusual for Directors to also
receive stock awards, these awards should be funded by shareholders and not
KCP&L ratepayers. Therefore, at Schedule ACC-19, I have also elirﬁinated $333,014

paid to Directors in stock awards during the test year from the Company’s claim.
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D. Pavyroll Tax Expense

Have you also made an adjustment to the Company’s payroll tax expense claim?
Yes, | have made an adjustment to eliminate the payroll taxes associated with my
adjustments relating to salary and wage expense and incentive compensation costs.
To quantify this adjustment, I utilized the Company’s average Social Security and
Medicare tax rate of 6.18%, which was provided in the workpapers to Adjustment
CS-53, and applied that rate to my recommended expense adjustments for salaries
and wages and cash incentive compensation awards. I did not include non-cash
incentive compensation awards in my payroll tax adjustment, because I am not
certain of how these stock awards are reported for federal income tax purposes. My

payroll tax expense adjustment is shown in Schedule ACC-20.

E. Pension Expense

How did the Company develop its pension expense claim in this case?

According to the testimony of Mr. Weisensee at page 33, the Company’s pension
expense was annualized based on the most recent information provided by the
Company’s actuarial firms. The Company is currently recovering $35.4 million in
rates associated with its ongoing annual pension expense (total KCP&L). In its
filing, KCP&L sought a significant increase in prospective pension expense, to $43.8

million.
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1 In addition, in KCC Docket No. 07-GIMX-1041-GIV, KCP&L was
2 authorized to defer the difference between its actual pension expense and the pension
3 expense being collected in rates. The KCC authorized KCP&L to begin this deferral
4 at December 1, 2010. The Order approving the deferral also specified that deferred
5 costs would be amortized in KCP&L’s next base rate case over a period not to exceed
6 five years. Neither the deferral, nor any unamortized balances, are to be included in
7 rate base.
8 In its original filing, the Company claimed total deferred pension expense of
9 $18.16 million, which included estimated costs through June 30, 2012. KCP&L
10 proposed to amortize these costs over three years, for an annual amortization expense
11 of $6.05 million. In its initial filing, KCP&L also included amortization expenses
12 associated with previously approved amortizations relating to FAS 87 and FAS 158
13 that are continuing.
14

15 Q. Did KCP&L subsequently update its pension expense claims?

16 A Yes, in response to KCC-175, KCP&L updated its prospective pension expense

17 claim to $43,124,684 (total KCP&L). In addition, it updated its deferred costs
18 through June 30, 2012, from $18,160,361 to $17,816,349. Based on its proposed
19 three-year amortization of deferred costs, KCP&L’s revised claim results in annual
20 amortization expense of $5,938,783.

21
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1 Q. Are you recommending any adjustment to the Company’s claim?

2 A Yes, I am recommending several adjustments associated with KCP&L’s prospective

3 pension expense, its deferred pension expense, and its Supplemental Executive

4 Retirement Plan (“SERP”) costs.

5

6 Q. Please explain your recommended adjustments to the Company’s prospective

7 pension costs.

g A I am recommending two adjustments to prospective pension costs. First, I am

9 recommending that the revised costs reported by the Company in response to KCC-
10 175A be reflected in the Company’s revenue requirement. It is my understanding
11 that this response includes updates to the capitalization ratio and joint partners’
12 allocation used in the original filing. Therefore, at Schedule ACC-21, 1 have made an
13 adjustment to update the Company’s pension expense claim based on this response.
14 Second, I am recommending that a $1.5 million pension funding adjustment
15 proposed by KCP&L be rejected. The Company’s pension expense claim includes
16 $1.5 million in costs that the Company is proposing to shift from St. Joseph’s Light
17 and Power Company (“SJLP”) to KCP&L. The Company claims that this adjustment
18 is necessary, due to differences in funding status when SJLP was acquired by
19 KCP&L. The Company made an identical adjustment in the 415 Docket. In that
20 case, the KCC found that “[a]fter reviewing the evidence presented on this issue, the
21 Commission finds the evidence in the record supports Staff’s proposed adjustment to
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ensure symmetrical pension funding. The Commission finds Staft’s pension funding

status adjustment is reasonable and adopts Staff’s adjustment for this proceeding.”'?

Has the Company provided any new evidence in this case to support this
pension funding adjustment?

No, it has not. While Company witness C. Kenneth Vogl has several pages of
testimony on this issue, the arguments that he raises are not new. The fact is that the
KCP&L and SJPL pension plans have been merged, and there is no longer a stand-
alone SJPL plan. The funding status of the consolidated plan is reevaluated each
year, based on actual and projected market returns, plan contributions, actual pension
costs, projected employee salary levels, assumed discount rates, and other factors.
Once the plans were merged, it was no longer reasonable to pretend, for ratemaking
purposes, that separate subsidiary plans exist. The KCC correctly found that the
Company’s claimed pension funding adjustment should be denied and there is no
new evidence that would suggest that the KCC should revise that finding in this case.
Therefore, at Schedule ACC-21, I have removed the Company’s proposed $1.5
million pension funding status adjustment from my recommended revenue

requirement.

" KCC Order in KCC Docket No. 10-KCPE-415-RTS, November 11, 2010, page 58.
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Q.

What adjustments are you recommending to the Company’s claim for deferred
pension costs?

I recommending three adjustments to the Company’s claim for recovery of deferred
pension costs. First, similar to my recommendation above with regard to prospective
pension expense, | am recommending that the updated deferred pension expense as
reported in the response to KCC-175A be utilized. In Schedule ACC-22, I have
made an adjustment to reflect this update in my revenue requirement.

Second, I am recommending that only costs through December 31,2011, the
end of the test year, be included in the amortization. This recommendation is
consistent with my recommendations regarding other components of the Company’s
revenue requirement such as utility plant-in-service and CWIP. By including
estimated costs through June 30, 2012, KCP&L is effectively moving the test year
from the historic twelve month period ending December 31, 2011, to a partially
forecast period ending June 30, 2012. Any differences between actual pension
expenses for the period January 1, 2012, through June 30, 2012, should continue to
be deferred and the Company will recover these additional costs through an
amortization approved as part of its next base rate case. Therefore, my recommended
revenue requirement includes an amortization of the pension deferral only through

December 31, 2011, as shown in Schedule ACC-22.
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Q.

What is your third recommended adjustment to the Company’s claim for
deferred pension costs?

In addition to recommending that the amortization only include costs through
December 31, 2012, I am also recommending that the deferred balance be amortized
over a period of five years, instead of over the three-year period proposed by

KCP&L.

What is the basis for your recommendation?

A five-year deferral is consistent with the guidance provided in KCC Docket No. 07-
GIMX-1041-GIV with regard to the appropriate amortization period. That Order
expressly permitted amortization periods of up to five years. The use of a five-year
amortization period will mitigate the impact of this deferral on the annual rates paid
by Kansas customers. Moreover, it is important to consider that in addition to this
deferral, the Company is also seeking authorization to increase the pension expense
included in rates from $35.4 million to $43.1 million. Therefore, one would expect
that future deferrals will be much smaller than those being claimed in this case, and
could even result in refunds to ratepayers. [ have not proposed any adjustment to the
prospective pension costs now being claimed by KCP&L, other than elimination of
the SJLP funding status adjustment. Given the significant increase in the prospective
pension costs to be included in base rates, the magnitude of the Company’s rate

increase request in this case, and the fact that a five-year deferral is permissible
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pursuant to the Order in KCC Docket No. 07-GIMX-1041-GIV, I recommend that
the KCC adopt a five-year amortization period for deferred pension costs. My

adjustment is shown in Schedule ACC-22.

Q. Please explain your recommended adjustment to the Company’s claim for
SERP costs.

A. I am recommending that the Company’s claim for recovery of SERP costs be denied.
What are SERP costs?

A. These costs relate to supplemental retirement benefits for officers and key executives

that are provided by the Company. These SERP benefits are in addition to pension
benefits received by officers and key executives pursuant to the normal pension plan
benefits offered to all other employees. These additional retirement benefits generally
exceed various limits imposed on retirement programs by the Internal Revenue
Service (“IRS”) and therefore are referred to as “non-qualified” plans. According to
the Company’s Proxy Statement, its SERP provides,

...an amount substantially equal to the difference between the

amount that would have been payable under the Pension Plan in the

absence of tax laws limiting pension benefits and earnings that may

be considered in calculating pension benefits, and the amount

actually payable under the Plan...Mr. Chesser and is credited with

two years of service for every one year of service earned under our

Pension Plan, with such amount payable under the SERP.

The IRS currently limits the amount of annual compensation that can be
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1 considered for purposes of determining contributions to qualified pension plans to
2 $250,000. Thus, in addition to SERP costs, ratepayers are paying all of the
3 associated pension costs for officers up to the $250,000 limit. The SERP benefit is
4 related to compensation exceeding $250,000 per year. In addition, as noted above,
5 Mr. Chesser is also credited with two years of service for each year of service earned
6 under the qualified pension plan.

7

g Q. What are the test year SERP costs that the Company has included in its claim?
9 A. As shown in the response to CURB-84, KCP&L has included $566,784 of GPE
10 SERP expense in its filing.
11

12 Q. Do you believe that these SERP costs should be recovered from the Company's

13 ratepayers?

14 A No, I do not. As noted above, the officers of the Company are already well
15 compensated. Moreover, these officers and key executives that receive SERP
16 benefits also receive pension benefits pursuant to the Company’s regular pension
17 plan. Ratepayers are already paying for retirement benefits for these officers and
18 executives through the FAS 87 pension costs included in the Company’s revenue
19 requirement for the regular pension plan. If KCP&L wants to provide further
20 retirement benefits to select officers and key executives, then shareholders, not
21 ratepayers, should fund these excess benefits. Therefore, I recommend that the
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Company’s claim for SERP costs be disallowed. This adjustment is shown in

Schedule ACC-23.

Did the KCC permit the Company to recover SERP benefits in its last base rate
case?
Yes, it did. In its Order, the KCC noted that “[t]he Commission finds the combined
level of benefits under the qualified and SERP plans is a major component in
KCP&L’s compensation packages and important for recruiting and retaining
talent.”'! In its Order, the KCC cited the testimony of Company witness Fairchild,
stating that “[s]he noted the majority of companies in KCP&L’s peer utility group
offer a SERP for executives.” However, it does not follow that all of these
companies are permitted to recover the costs of the SERP through regulated rates. In
fact, many state regulatory commissions do not permit SERP costs to be recovered
from ratepayers. Other companies do not even seek to recover such costs from
ratepayers. As noted in the KCC’s Order in the 415 Docket, “Westar Energy has
climinated its SERP program for executives and does not pass through associated
costs in retail electric rates to Kansas retail ratepayers.”

Ratepayers are already paying pension costs associated with qualified pension
plans for these officers, based on the annual compensation limit permitted by the IRS,

which in2012 is $250,000. Thus, ratepayers are already paying for sizable pensions

' KCC Order in KCC Docket No. 10-KCPE-415-RTS, November 22, 2010, page 55.
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for officers. If the Company wants to reward officers with pensions based on annual
compensation exceeding $250,000, or based on doubling the years of service, then
these SERP costs should be borne by shareholders, not ratepayers. Therefore, at
Schedule ACC-23, I have made an adjustment to eliminate SERP costs from the

Company’s revenue requirement.

F. Other Post Employment Benefit Expense (“OPEBs’)

How did the Company develop its OPEB expense claim in this case?

Similar to the methodology used for pension expenses, the Company’s OPEB
expense claim was based on the latest actuarial reports. The Company is currently
recovering $8.2 million in annual OPEB expense. KCP&L originally proposed a
slight decrease in OPEB expense, to $7.6 million. In the response to KCC-176A, the
Company revised its claim to $7,474,271.

Similar to the treatment afforded pension expense, KCP&L is also deferring
the difference between its actual OPEB expense and the amount collected in rates. In
this case, the amount collected in rates has generally been below the actual expense,
resulting in a regulatory liability. Through June 30, 2012, the Company originally
projected a regulatory liability of $792,828, which it proposed to amortize over three
years, for an annual expense credit of $264,276. In its updated claim, provided in
response to KCC-176A, the Company reflected a regulatory liability at June 30,

2012, of $853,674, for an annual credit of $284,558.
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In addition to its claims for ongoing OPEB costs and the amortization of
deferred costs through June 30, 2012, KPC&L has also included an amortization

expense for a previously-approved amortization associated with FAS 158 costs.

Are you recommending any adjustment to the Company’s claim for prospective
OBEP costs?

Yes, | am recommending one adjustment with regard to prospective costs.
Specifically, I am recommending that the Company’s revenue deficiency claim be
updated to reflect the updated prospective OPEB expenses provided in the response
to KCC-176A. Thus, at Schedule ACC-24, I have made an adjustment to reflect the

updated annual costs of $7,474,271.

Areyou recommending any adjustment to the Company’s claim associated with
deferred OPEB costs?

Yes, I am recommending two adjustments to the Company’s claim for recovery of
deferred OPEB costs. First, consistent with other recommendations in my testimony,
I have included deferred OPEB costs only through December 31, 2011, the end of the
test year, in my amortization. Second, consistent with my recommendation regarding
the amortization of deferred pension costs, I have reflected a five-year amortization in
my revenue requirement recommendation, instead of the three-year amortization

period proposed by KCP&L. These adjustments are shown in Schedule ACC-25.
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1 G. Other Benefits Expense

2 Q. How did the Company determine its other benefits expense claim in this case?

3 Al According to page 27 of Mr. Weisensee’s Testimony, the Company “annualized these

4 costs based on projected costs for the six-month period ended June 30, 2012,

5 multiplied by two to get an annual impact.” Other benefits include medical expense

6 costs, educational assistance, long-term disability costs, and group and accident

7 insurance costs. Medical costs accounts for the vast majority of costs included in

8 Other Benefits Expense.

9 KCP&L is self-insured for its health care costs. The health insurance plans
10 are funded through contributions by both KCP&L and its employees, and actual costs
11 depend on the number and magnitude of claims made during the year. In its filing,
12 the Company included projected 2012 costs of approximately $24.9 million in its
13 claim, including its share of costs for employees at the WCNOC facility. This claim
14 reflects an increase of more than 15% over the actual test year costs of $21.6 million.
15
16 Q. Did the Company demonstrate that its adjustment was based on known and
17 measurable changes to the test year?

18 Al No, it did not. The Company’s claim was based on projected costs for the six months

19 ending June 30, 2012. Those projections were then assumed to also reflect costs
20 during the second half of 2012. This methodology does not reflect known and
21 measurable changes to the test year. As noted, the Company is self-insured for a
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large portion of its medical benefit costs. Therefore, to a large extent, actual costs
will depend upon the level of services required in any given year and the unit cost of
those services. The actual amount of claims paid will not only be impacted by the
general level of health care costs, but it will also be impacted by the degree to which
employees seek medical care and the severity of the illnesses experienced by
employees. For these reasons, the Company’s post-test year claim does not represent

a known and measurable change to the test year.

What do you recommend?

Since the Company is largely self-insured, the projected costs included by KCP&L in
its claim are speculative and do not represent known and measurable changes to the
test year. Therefore, I recommend that the KCC utilize the actual test year costs to
determine pro forma Other Benefits Expense costs in this case. At Schedule ACC-
26, I have made an adjustment to reflect the actual test year costs for Other Benefits

Expense.

Did the KCC accept a similar adjustment recommended by CURB in the 415
Docket?

Yes, it did. In the 415 Docket, the Company used a methodology to project other
benefits expense that was similar to the methodology utilized in this case. In its

Order in the 415 Docket, the KCC found that “The health care portion of Other
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1 Benefits Expense is hard to predict and depends upon the level of services needed for
2 KCP&L’s employees. The Commission finds KCP&L’s proposed adjustment is
3 speculative and not based on known and measurable expenses.” The KCC should
4 make a similar finding in this case and reject the Company’s proposed adjustment to
5 Other Benefits Expense.

6

7 H. Bad Debt Expense

8 Q. How did the Company quantify its bad debt expense claim in this case?

9 A As discussed in the testimony of Mr. Weisensee at pages 21-22, the Company

10 calculated its bad debt expense claim by applying a state-specific net bad debt write-
11 off factor to its pro forma jurisdictional revenue claim. To determine its bad debt
12 factor, the Company used the net bad debt write-offs (accounts written off less
13 recoveries of accounts previously written off) for the test year and the retail revenues
14 for the period July 2010 to June 2011. The Company also included a pro forma
15 adjustment at proposed rates to reflect incremental bad debts associated with the
16 incremental revenues resulting with this base rate case.

17

18 Q. Are you recommending any adjustment to the Company’s claim?

19 A Yes, I am recommending that the bad debt factor be based on actual revenues
20 received during the test year, instead of on revenues received for the twelve-month
21 period ending June 2011. In determining an appropriate bad debt factor, regulatory
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1 commissions generally match the time period over which revenues are received with
2 the time period over which bad debts are written off. While there is invariably a lag
3 between when a specific revenue is booked and when that revenue is written-off,
4 attempting to match the specific timing of revenues and write-offs adds unnecessary
5 complexity to the analysis. Inaddition, new base rates went into effect December 1,
6 2010, making it more difficult to precisely match net write-offs with the billing
7 months that gave rise to those write-offs.
8
9 Q. What do you recommend?
10 A I recommend that the Company’s bad debt expense allowance be determined by
11 using a consistent time period for both actual net write-offs and revenues.
12 Therefore, I have used net write-offs and revenues during the actual test year to
13 determine a pro forma bad debt factor. This methodology results in a bad debt
14 expense factor of 0.3879% instead of the 0.4070% utilized by KCP&L. I have
15 applied my bad debt expense factor to the Company’s claimed pro forma revenue at
16 present rates in order to quantify the revenue requirement impact of my
17 recommendation. My adjustment is shown in Schedule ACC-27.
18
19 Q. Did you also make an adjustment to bad debt expense associated with the
20 Company’s proposed rate increase?

21 Al Yes, I did. The Company included an adjustment to include bad debts associated
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with the full rate increase that it is requesting in this case. It quantified this
adjustment by applying the bad debt factor to the $63.29 million that it is seeking in
this case. At Schedule ACC-28, I have eliminated bad debt expense associated with
the Company’s proposed rate increase. To quantify my adjustment, I applied the
Company’s proposed bad debt rate of 0.4070% to the Company’s requested increase
0f $63.29 million. I am recommending a rate increase that is significantly lower than
the rate increase proposed by KCP&L and it is unlikely that the KCC will approve
the full increase being requested by the Company. Therefore, including a bad debt
expense allowance based on the Company’s request is likely to overstate its
prospective bad debt expense and the Company’s adjustment should therefore be

rejected.

How did you account for bad debt expense associated with your proposed rate
increase?

In order to account for bad debt expense associated with my proposed rate increase, 1
have included a bad debt expense factor in my revenue multiplier. Thus, the bad debt
expense included in my recommendation is matched to the overall level of the rate

increase that I am recommending in this case.
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A.

L. Distribution Field Intellicence Technical Support (“DFITS”)

Please explain the Company’s claim for Distribution Field Intelligence
Technical Support costs.

As discussed in the testimony of Mr. Herdegen, KCP&L is requesting authorization
to include in rates costs for a new work group, the Distribution Field Intelligence
Technical Support Group. Mr. Herdegen states that this group will be involved with
Automated Distribution which, according to Mr. Herdegen, Edison Electric Institute
(“EET”) defines as “monitoring, control and information on distribution equipment
which includes switches, capacitors, protection devices, voltage regulation devices,
and devices on the customer site.”'? Mr. Herdegen states that his group “will differ
from the other work groups from the standpoint that it will (1) focus training
specifically on sophisticated equipment applied to the distribution system in order to
handle Distribution Automation and Smart Grid control, which will free up our
existing Instrument/Relay group to focus solely on T&S controls and equipment; and
(2) be significantly more technical than traditional distribution line workers and field

operators.”13

How much as the Company included for DFITS in its revenue requirement
claim?

KCP&L'’s claim includes $1,005,278 in operating expense (Kansas jurisdictional)

2 Testimony of Mr. Herdegen, page 3.
Y 1d, page 9.
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1 and $842,673 in capital costs. These costs relate to 10 additional employees, related
2 benefits and training costs, as well as incremental lab, vehicle, and testing equipment
3 costs. The Company has not yet incurred any costs associated with the DFITS group.
4 In fact, in response to KCC-261, KCP&L indicated that it would not undertake any
5 of these costs until the program was approved by the KCC.

6

7 Q. Are you recommending any adjustment to the DFITS costs being claimed by
8 KCP&L?

9 A Yes, I am recommending that the Company’s claim be rejected by the KCC, for

10 several reasons. First, the functions to be performed by the DFITS group do not
11 warrant the extraordinary preapproval that the Company is seeking in this case. As
12 noted on page 4 of Mr. Herdegen’s testimony, “KCP&L has been investing in
13 Distribution Automation and Smart Grid technologies for more than a decade.” The
14 fact is that technology is constantly changing, and it is the responsibility of the utility
15 to make those personnel decisions that it thinks are best in order to address these
16 technological innovations. Ifthe Company believes that some reorganization and/or
17 additional employees are required, then it has the responsibility to take whatever
18 action is necessary and to seek recovery of ongoing costs in a future rate case. Itis
19 not general practice for the KCC to pre-approve requests for additional employees.
20 Technology is constantly evolving and, up until now, KCP&L has apparently been
21 able to deal with this evolution under the traditional ratemaking methodology.
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In addition, Mr. Herdegen acknowledges that other groups are currently
performing many of the activities that would be transitioned to the DFITS group.
However, KCP&L has not included any expense reductions to account for the fact
that these activities will no longer be performed by existing personnel. The fact that
these activities are currently being provided by KCP&L also supports the finding that
the activities to be performed by the DFITS group are not entirely new, and instead
result from the normal technological evolution that is constantly occurring in the
utility industry. Again, if the Company believes that it would be more efficient to
concentrate these activities in a smaller work group, it can make that organizational
change without the need for pre-approval from the KCC.

Finally, the Company stated in response to KCC-261 that “No amounts will
be expended until the Company receives Commission approval for this program.”
The fact that none of these costs have been incurred highlights the speculative nature
of the Company’s claim. Personnel levels expand and contract in the normal course
of business, as employees join or leave a utility, as customer growth varies, and as
technology changes. These are normal variations, especially in an organization as
large and as varied as KCP&L. The requested DFITS group would represent
approximately 3/10™ of one percent of the number of employees included in the
Company’s claim. This variation is not material enough to warrant the pre-approval
sought by KCP&L. Given 1) the fact that technological changes are an ongoing

factor in any utility, 2) the relatively small impact of the proposed DFITS group on
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the total employee count, 3) the fact that many of these functions are already being
performed and the Company has not included any associated expense reductions in
its filing, and 4) the speculative nature of the Company’s claim, I recommend that the
KCC reject the Company’s proposed DFITS adjustment. My recommended expense
adjustment is shown in Schedule ACC-29. My recommended adjustment to remove
the Company’s claim for associated capital costs is shown in Schedule ACC-5, and

was discussed previously in the Rate Base Section of this testimony.

J. Maintenance Qutage Expense

Are you recommending any adjustment to the Company’s claims associated
with maintenance outages?

Yes, I am. In response to KCC-282, the Company indicated that the test year
included costs for two maintenance outages that had originally been budgeted for
2012. As stated in the Proxy Statement on page 28, “Due to flooding along the
Missouri River, certain of the Company’s coal plants were not able to operate at full
load for 2011. As a result, management moved two 2012 maintenance outages to
2011,....” Therefore, it appears that actual test year costs included two maintenance
outages that would not have been performed under normal operating conditions. As
a result, actual test year costs do not necessarily represent a normalized level of

maintenance outage costs.
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Q.

Did the costs associated with these two additional outages simply replace costs
for maintenance outages there were previously scheduled to be completed in
2011?

No, it appears that these costs were incurred in addition to the costs that were already
budgeted for 2011 outages. As shown in the response to KCC-282A, the actual
maintenance costs for the originally scheduled 2011 maintenance outages were
relative close to the amounts originally budgeted for these previously scheduled
maintenance outages ($13.4 million vs. $13.9 million). Thus, it does not appear that
the costs for the two accelerated maintenance outages replaced costs originally

included in the 2011 maintenance budget.

What do you recommend?

Since the test year includes maintenance outage costs that would not have been
incurred in 2011 but for the flooding experienced on the Missouri River, [
recommend that the costs for these two accelerated outages be removed, in order to
normalize the Company’s maintenance outage costs. To quantify my adjustment, I
removed only the non-labor portion of these costs. My adjustment is shown in

Schedule ACC-30.
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K.

Q.

Sale of Receivables Expense

Please describe the Company’s claim for costs associated with the sale of
receivables to Kansas City Power and Light Receivables Company (“KCREC”).
KCP&L sells its account receivables to KCREC, an affiliated credit facility. KCREC
then sells a portion of the receivables to a bank, which issues commercial paper that
is used to pay KCREC for the receivables purchased by the bank. KCREC in turn
uses the amount received from the bank to pay KCP&L for the receivables resold to
the bank and issues a note to KCP&L for any receivables that are purchased but not
resold to the bank. This arrangement results in a lower cash working capital
requirement for the Company, since it receives revenue prior to payment actually
being made by the Company. However, the Company incurs costs as a result of this
arrangement that partially offset the cash working capital savings.

As discussed on pages 42-43 of Mr. Weisensee’s testimony, the Company
included an adjustment to annualize the costs of this accounts receivables transaction.
These costs include three components: a program fee rate, a commitment fee rate,

and the interest expense on commercial paper that is sold to support the transaction.

Are you recommending any adjustment to the Company’s claim for costs
associated with the accounts receivable facility?
Yes, I am recommending one adjustment. The Company’s adjustment included

interest costs on commercial paper that is sold as part of the accounts receivable
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arrangement. In calculating its pro forma costs, the Company utilized actual
commercial paper rates through February 2012, and projected rates for March-June,
2012. The projected rates for March-June are considerably higher than the actual
commercial paper rates in February 2012, and higher than the commercial paper rates
experienced during the last half of the test year. Therefore, I am recommending an
adjustment to annualize commercial paper interest expense to reflect the actual rate
experienced for the period July-December, 2011. This adjustment is consistent with
my general recommendation to limit the Company’s revenue requirement to costs

experienced during the test year. My adjustment is shown in Schedule ACC-31.

L. Fines and Penalties Expense

Did the Company include any fines or penalties in its revenue requirement?

Yes, in response to KCC-43, KCP&L indicated that it incurred two penalties during
the test year. As a result of the NERC 693 Audit and NERC CIP Spot Check
settlement, KCP&L made two payments totaling $34,720 to the Southwest Power
Pool in July 2011. These payments are not appropriate costs to pass on to regulated
Kansas ratepayers. Ratepayers should not be responsible for fines and penalties that
may be imposed upon the Company as the result of inappropriate actions or reporting
by Company management. Moreover, because such fines and penalties are not
expected to reoccur, they constitute non-recurring costs and therefore should not be

included in a regulated utility’s cost of service.
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Q.

Did the Company acknowledge that these costs should not be borne by
ratepayers?

Yes, it did. In response to KCC-43, the Company stated that it “agrees that it would
be appropriate for Staff to propose an adjustment to remove these costs from cost of
service in this case.” At Schedule ACC-32, | have made an adjustment to remove

these penalties from the Company’s revenue requirement.

M. Rate Case Expense

How did the Company develop its rate case expense claim in this case?

The Company’s claim includes amortization costs for four rate cases, including the
current case. As shown in the workpapers to Adjustment CS-80, KCP&L has
included the annual amortization of the following rate case costs: $217,837 for costs
incurred in KCC Docket No. 07-KCPE-905-RTS; $1,487,650 for costs incurred in
KCC Docket No. 09-KCPE-246-RTS; $5,669,712 for costs incurred in KCC Docket
No. 10-KCPE-415-RTS; $253,120 for costs awarded in the subsequent rate case
litigation in KCC Docket No. 10-KCPE-415-RTS (“415 Reconsideration Docket™);
and $2,472,800 for the current case. The Company included a four-year amortization
of costs for the first three cases. However, it reflected only a three-year amortization

of costs for the 415 Reconsideration Docket and for the current case.
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1 Q. Are you recommending any adjustment to the Company’s claim for rate case
2 costs?
3 Al Yes, I am recommending one adjustment. Specifically, I am recommending that a
4 four-year amortization period be adopted for costs associated with the current case.
5 A four-year amortization period is the amortization period that has traditionally been
6 used by the KCC for amortization of KCP&L’s rate case costs. While the KCC did
7 order a three-year amortization period for costs incurred in the 415 Reconsideration
8 Docket, that case was decided approximately one year after the original case. Using a
9 three-year amortization period for the rate case costs incurred in the 415
10 Reconsideration Docket resulted in all of the 415 costs being amortized by January
11 2014 - the only difference was that the amortization of the 415 Docket costs began
12 one year sooner than the amortization of costs for the 415 Reconsideration Docket.
13 Thus, the adoption of a three-year amortization period was not a policy change but
14 appears to have related only to those specific rate case costs that were incurred during
15 the 415 Reconsideration Docket. Therefore, KCC policy still reflects a four-year
16 amortization period for rate case costs. At Schedule ACC-33, I have made an
17 adjustment to amortize the rate case costs for the current proceeding over a four-year
18 period instead of over the three-year period proposed by KCP&L.
19
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N. Non-Recurring Expense

Has KCP&L included any non-recurring costs in its claim?

Yes, in the response to KCC-121, the Company’s stated that its test year costs
include a non-recurring cost of $1,169,596 relating to a maintenance payment for the
PeopleSoft software. KCP&L used PeopleSoft software until 2008. At that time, it
stopped paying the annual PeopleSoft maintenance fee and began receiving service
from another third-party provider. In 2011, the Company decided to return to
PeopleSoft. One of the conditions of returning to PeopleSoft was that KCP&L was
required to make a one-time payment for back maintenance fees. The Company has

included this payment in its revenue requirement claim.

Should non-recurring costs be included in utility rates?

No, they should not. Utility rates are designed to be prospective and to reflect a
normalized level of future costs, not recovery of previously-incurred costs. Non-
recurring costs are generally excluded from a regulated utility’s revenue requirement.
Therefore, at Schedule ACC-34, I have made an adjustment to eliminate these non-

recurring costs from the Company’s claim.

O. Credit Card Processing Expense

Please describe the Company’s claim for credit card processing costs.

In its filing, the Company included an adjustment to its credit card processing costs to
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reflect an increase in the number of customers using credit cards to pay their bills.

The Company’s claim is based on a projected acceptance rate in June 2012 0f 13.9%.

Are you recommending any adjustment to the Company’s claim?

Yes, it appears that the acceptance rate estimated by KCP&L may be overly
optimistic. In its workpapers to Adjustment CS-77, the Company indicated that the
actual average acceptance rate in the test year was only 11.3%. The acceptance rate
in December 2011, the end of the test year in this case, was 13.3%. Therefore, I am
recommending a reduction to the Company’s claim to reflect a lower acceptance rate

than the rate used by the Company in its filing.

How did you quantify your adjustment?

I have used the actual number of credit card payments in December 2011, the end of
the test year in this case, to quantify my adjustment. I did not make any adjustment
to the Company’s claim for per-unit costs associated with credit card processing fees.

My adjustment is shown in Schedule ACC-35.

P. Membership Dues Expense

Are you recommending any adjustment to the Company’s claim for
membership dues?

Yes, [am. On page 61 of Mr. Weisensee’s Testimony, he stated that “[i]n deference
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to Staff’s past practice in rate cases under the Regulatory Plan and as allowed under
K.S.A. 66-101f(a), we have eliminated from cost of service 50% of utility dues....”
However, the Company’s adjustment does not include the elimination of 50% of its
dues to the Edison Electric Institute ("EEI"). While the Company did eliminate a
portion of these dues that are specifically related to lobbying activities, 100% of the
remaining dues expense is included in its revenue requirement.

Therefore, I have made an adjustment to eliminate 50% of the EEI dues from
the Company’s claim. This adjustment is consistent with the Company’s treatment of

other dues and membership expenses. My adjustment is shown in Schedule ACC-36.

Q. Meals and Entertainment Expense

Are you recommending any adjustment to the Company’s meals and
entertainment expense claim?

Yes, I am. The Company has included in its filing $793,214 of meals and
entertainment expenses that are not deductible on the Company’s income tax return.
The IRS limits the deductibility of meals and entertainments expenses to 50%. These
are costs that the IRS has determined are not appropriate deductions for federal tax
purposes. if these costs are not deemed to be reasonable business expenses by the
IRS, it seems reasonable to conclude that they are not appropriate business expenses
to include in a regulated utility’s cost of service. Accordingly, at Schedule ACC-37,

I have made an adjustment to eliminate these costs from the Company’s revenue
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requirement. While there may be certain costs for meals that should be borne by
ratepayers, there are also clearly costs included in this category which should be
entirely excluded from the Company’s revenue requirement. Therefore, my
recommendation to use the 50% IRS criteria provides a reasonable balance between
shareholders and ratepayers and should be adopted by the KCC.

It should be noted that the Company’s meals and entertainment expenses
reported in response to CURB-116, which was used as the basis for my adjustment,
may contain some costs that have already been excluded by KCP&L in other
adjustments. If KCP&L identifies any such costs, I will revise my Meals and
Entertainment cost adjustment accordingly. It is not my intent to double-count any

cost disallowances recommended in my testimony.

R. Depreciation Expense

Is the Company proposing new depreciation rates in this case?

Yes, it is. In its filing, KCP&L sponsored the testimony of Dane A. Watson, who
recommended revised depreciation rates for the majority of the Company’s plant
accounts. KCP&L is proposing that the KCC adopt the new rates that are proposed
for generation plant and for general plant accounts. As stated on page 20 of Mr.
Watson’s testimony, .. .the Company recommends not changing currently authorized
Transmission and Distribution rates because of Third Party Reimbursement issues in

the pending generic depreciation proceeding. With respect to all other electric plant
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1 accounts included within the depreciation study, the Company is proposing in this
2 rate case to change the depreciation rates consistent with my recommendations.”
3
4 Q. What is the impact of the depreciation rates being requested in this case?
5 A The revised depreciation rate being requested in this case result in a depreciation
6 expense increase of approximately $10.07 million. This amount does not include the
7 impact on depreciation expense of the Company’s recommended new rates for
8 transmission and distribution plant, which it is not proposing to implement at this
9 time. Nor does the $10.07 million include the impact of plant additions, rather, it is
10 solely related to the proposed change in depreciation rates for generation plant and
11 for general plant accounts.
12

13 Q. When did the KCC last review the Company’s depreciation rates?

14 Al In the Settlement Agreement establishing KCP&L’s Regulatory Plan, the Company

15 “agreed to file an updated full depreciation study before August 1, 2010.”"* In the
16 415 Docket, the Company filed the required depreciation study, which was sponsored
17 by KCP&L’s witness, John J. Spanos. Staff filed testimony on depreciation issues in
18 that case, sponsoring the testimony of William W. Dunkel. In addition, Kansas Gas
19 Service (“KGS”) was an intervener in the 415 Docket and filed the testimony of Dr.
20 Ronald E. White. The issue of depreciation was fully litigated in that case. In its

' Order in Docket No. 10-KPCE-415-RTS, November 22, 2010, page 61,
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Order in the 415 Docket, the Commission noted that “[i]n evaluating depreciation
issues presented in this proceeding, the Commission had the benefit of testimony by

three distinguished depreciation consultants....”"

What was the outcome of the Commission’s review of depreciation rates in the
415 Docket?

Staff’s recommendations with regard to depreciation issues were generally accepted
by the KCC. The depreciation rates approved in the 415 Docket resulted in a
depreciation expense reduction of approximately $13 million from the depreciation
expense claimed by KCP&L in that case. As stated by Mr. Ives on page 12 of his
testimony, in the last case “[t}he Commission accepted Staff’s position and KCP&L
believes that this resulted in depreciation rates that, in certain cases, do not fairly or
accurately assign asset costs to the proper generation of customers who benefit from

the use of those assets.”

What are you recommending with regard to depreciation rates in this case?

I am recommending that the KCC reject the Company’s claim for new depreciation
rates in this case. The issue of depreciation was fully litigated in the 415 Docket
where the KCC had the benefit of not two, but three, experts on depreciation. It is

clear from the Company’s testimony that in this case it is attempting to re-litigate the

B,
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1 depreciation issues that were fully addressed by the KCC in the 415 Docket. In this
2 case, KCP&L has hired a different depreciation expert with the intent to recoup much
3 of the depreciation expense that the KCC disallowed in the last case.
4 In addition, KCP&L states that a new study is warranted given plant additions
5 that have occurred since the last case. But as noted by the KCC in its Order in the
6 415 Docket, “[d]etermining an appropriate depreciation expense in a rate case is a
7 complex issue that inherently involves ‘speculation’ to the degree it requires
8 projection of future events.”'® Depreciation studies, by definition, take a long-term
9 view of asset lives, retirement dates, salvage costs, and other factors. However,
10 within 18 months of the KCC’s Order in the 415 Docket, the Company had
11 completed a new depreciation study and was once again filing for revised rates.
12 Clearly, the Company’s actions are being driven largely by the fact that it disagrees
13 with the KCC’s findings in the 415 Docket. Therefore, I recommend that the KCC
14 deny the Company’s request to implement revised depreciation rates for its
15 generation plant and general plant accounts. While depreciation rates will invariably
16 increase or decrease again at some point in the future, there is no need to revisit this
17 issue in this case.
18

19 Q. How did you quantify your adjustment?

20 A Consistent with CURB’s recommendation to utilize the 12 CP allocator for capacity
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costs, I calculated the difference between the depreciation expense assuming the
Company’s proposed depreciation rates and depreciation expense at current rates.
Both of these scenarios utilized the 12 CP allocator to allocate capacity costs. My

adjustment is shown in Schedule ACC- 38.

What is your second adjustment to the Company’s depreciation expense claim?
As discussed previously, I am recommending an adjustment to eliminate post-test
year utility plant-in-service from the Company’s claim. Therefore, at Schedule ACC-
39 I have made a corresponding adjustment to exclude annual depreciation expense
associated with my recommended plant disallowance. To quantify my adjustment, I
used the composite depreciation rate as computed by the Company’s Rate Model,
after first adjusting the capacity allocator to reflect the 12 CP allocation
recommended by Mr. Kalcic. This resulted in a composite depreciation expense rate
0f 1.97%. 1 applied this composite rate to my recommended utility plant-in-service

adjustment to determine my pro forma depreciation expense adjustment.

S. Interest Synchronization and Taxes

Have you adjusted the pro forma interest expense for income tax purposes?
Yes, I have made this adjustment at Schedule ACC-40. It is consistent (synchronized)
with CURB’s recommended rate base, capital structure, and cost of capital

recommendations. [ am recommending a lower rate base than the rate base included
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in the Company’s filing. This recommendation results in a lower pro forma interest
expense for the Company. This lower interest expense, which is an income tax
deduction for state and federal tax purposes, will result in an increase to the
Company’s income tax liability under my recommendations. Therefore, my
recommendations result in an interest synchronization adjustment that reflects a
higher income tax burden for the Company, and a decrease to pro forma income at

present rates.

What income tax factors have you used to quantify your adjustments?

As shown on Schedule ACC-41, I have used a composite income tax factor of
39.55%, which includes a state income tax rate of 7.00% and a federal income tax
rate of 35%. These are the state and federal income tax rates contained in the
Company’s filing. My revenue multiplier, which is shown in Schedule ACC-42,
reflects these same income tax rates. In addition, the revenue multiplier includes

uncollectible costs at a rate of 0.3879%.

Have you made any other adjustment to the revenue multiplier?
Yes, I have made one additional adjustment. Specifically, I have included a forfeited

discount rate of 0.2111%, which is the rate claimed by the Company.
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Q.

A.

What are forfeited discounts?

Forfeited discounts are amounts that the Company earns from ratepayers for late
payment of utility charges. According to Schedule 1.25 of the Company’s Rules and
Regulations, KCP&L charges customers a late payment charge of 2% when a bill
becomes delinquent. Non-residential customers may request a 14-day extension of
the date upon which an unpaid bill becomes delinquent. In that case, a 1% monthly

charge will be applied to the non-residential customer’s bill.

How did the Company determine its pro forma revenue claim for forfeited
discounts?

As discussed on page 19 of Mr. Weisensee’s testimony, the Company developed its
claim for forfeited discounts by computing a Kansas-specific forfeited discount factor
and applying that factor to its weather-normalized revenucs. The forfeited discount
factor was based on actual experience during the test year. The Company used a

forfeited discount factor of 0.2111%.

If you are not recommending any adjustment to the Company’s forfeited
discount rate, then why did you make an adjustment to the revenue multiplier?
KCP&L included an adjustment to synchronize forfeited discounts with its pro forma
revenue claim. However, the Company did not include a further adjustment to reflect

the additional forfeited discount revenue that it will receive as a result of its proposed
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VIII.

rate increase. In order to capture the impact of the additional forfeited discount
revenue that will be realized by any rate increase that is ultimately approved by the
KCC, it is necessary to adjust the revenue multiplier to include forfeited discounts.
Accordingly, I have included the Company’s proposed rate for forfeited discounts in
my revenue multiplier, as shown in Schedule ACC-42. This has the effect of
adjusting my revenue requirement recommendation to reflect the fact that forfeited

discount revenue will increase as sales revenue increases.

REVENUE REQUIREMENT SUMMARY

What is the result of the recommendations contained in this testimony?

My adjustments show that KCP&L has a revenue deficiency at present rates of
$4,909,834 as summarized on Schedule ACC-1. CURB’s recommendations result in
revenue requirement adjustments of $58,640,694 to the Company’s requested

revenue requirement increase of $63,550,528.

Have you quantified the revenue requirement impact of each of your
recommendations?
Yes, at Schedule ACC-43, I have quantified the revenue requirement impact of the

rate of return, rate base, and expense recommendations contained in this testimony.
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1 Q. Have you developed a pro forma income statement?

2 A Yes, Schedule ACC-44 contains a pro forma income statement, showing utility
3 operating income under several scenarios, including the Company’s claimed
4 operating income at present rates, my recommended operating income at present
5 rates, and operating income under my proposed rate increase. My recommendations
6 will result in an overall return on rate base of 7.58%, as recommended by Dr.
7 Woolridge.

8

s Q. Does this conclude your testimony?

10 A, Yes, it does.
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Appendix A

The Columbia Group, Inc., Testimonies of Andrea C. Crane Page I of 3
Company Utility State Docket Date Topic On Behalf Of
Woonsocket Water Division W  Rhode Island 4320 7/12 Revenue Requirements Division of Public Utilities
and Carriers
Atmos Energy G  Kansas 12-ATMG-564-RTS 6/12 Revenue Requirements Citizens' Utility
Ratepayer Board
Delmarva Power and Light E  Delaware 11-258 5/12 Cost of Capital Division of the Public
Company Advocate
Mid-Kansas Electric Company E  Kansas 12-MKEE-491-RTS 5/12 Margin Requirements Citizens' Utility
(Western) Ratepayer Board
Atlantic City Electric Company E New Jersey ER11080469 4/12 Revenue Requirements Division of Rate Counsel
Mid-Kansas Electric Company E Kansas 12-MKEE-380-RTS 4/12 Revenue Requirements Citizens' Utility
(Southern Pioneer) Ratepayer Board
Delmarva Power and Light Company G Delaware 11-381F 2/12 Gas Cost Rates Division of the Public
Advocate
Atlantic City Electric Company E New Jersey EO11110650 2/12 Infrastructure Investment  Division of Rate Counsel
Program ([1P-2)
Chesapeake Utilities Corporation G Delaware 11-384F 2/12 Gas Service Rates Division of the Public
Advocate
New Jersey American Water Co. W/MWW New Jersey WR11070460 1/12 Consolidated Income Taxes Division of Rate Counsel
Cash Working Capital
Westar Energy, Inc. E Kansas 12-WSEE-112-RTS 1/12 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Puget Sound Energy, Inc. E/G Washington UE-111048 12/11 Conservation Incentive Public Counsel
UG-111049 Program and Others
Puget Sound Energy, Inc. G Washington UG-110723 10/11 Pipeline Replacement Public Counsel
Tracker
Empire District Electric Company E  Kansas 11-EPDE-856-RTS 10/11 Revenue Requirements Citizens' Utility
Ratepayer Board
Comcast Cable C  New Jersey CR11030116-117 9/11 Forms 1240 and 1205 Division of Rate Counsel
Artesian Water Company W  Delaware 11-207 9/11 Revenue Requirements Division of the Public
Cost of Capital Advocate
Kansas City Power & Light Company E Kansas 10-KCPE-415-RTS 7/11 Rate Case Costs Citizens' Utility
(Remand) Ratepayer Board
Midwest Energy, Inc. G Kansas 11-MDWE-609-RTS 7/11 Revenue Requirements Citizens' Utility
Ratepayer Board
Kansas City Power & Light Company E Kansas 11-KCPE-581-PRE 6/11 Pre-Determination of Citizens' Utility
Ratemaking Principles Ratepayer Board
United Water Delaware, Inc. W Delaware 10-421 5/11 Revenue Requirements Division of the Public
Cost of Capital Advocate
Mid-Kansas Electric Company E Kansas 11-MKEE-439-RTS 4/11 Revenue Requirements Citizens' Utility
Ratepayer Board
South Jersey Gas Company G New Jersey GR10060378-79 3/11 BGSS/CIP Division of Rate Counsel
Chesapeake Utilities Corporation G  Delaware 10-296F 3/11 Gas Service Rates Division of the Public

Advocate
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The Columbia Group, Inc., Testimonies of Andrea C. Crane Page 2 of 3
Company Utility State Docket Date Topic On Behalf Of
Westar Energy, Inc. E  Kansas 11-WSEE-377-PRE 2/11  Pre-Determination of Wind Citizens' Utility
Investment Ratepayer Board
Delmarva Power and Light Company G  Delaware 10-295F 2111 Gas Cost Rates Attorney General
Delmarva Power and Light Company G Delaware 10-237 10/10 Revenue Requirements Division of the Public
Cost of Capital Advocate
Pawtucket Water Supply Board W  Rhode Island 4171 7/10 Revenue Requirements Division of Public Utilities
and Carriers
New Jersey Natural Gas Company G  New Jersey GR10030225 7/10 RGGI Programs and Division of Rate Counse!
Cost Recovery
Kansas City Power & Light Company E Kansas 10-KCPE-415-RTS 6/10 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Atmos Energy Corp. G  Kansas 10-ATMG-495-RTS 6/10 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Empire District Electric Company E Kansas 10-EPDE-314-RTS 3/10 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Delmarva Power and Light Company E  Delaware 09-414 and 09-276T 2/10 Cost of Capital Division of the Public
Rate Design Advocate
Policy Issues
Delmarva Power and Light Company G Delaware 09-385F 2/10 Gas Cost Rates Division of the Public
Advocate
Chesapeake Utilities Corporation G Delaware 09-398F 1/10 Gas Service Rates Division of the Public
Advocate
Public Service Electric and Gas E  New Jersey ER09020113 11/09 Societal Benefit Charge Division of Rate Counsel
Company Non-Utility Generation
Charge
Delmarva Power and Light Company G Delaware 09-277T 11/09 Rate Design Division of the Public
Advocate
Public Service Electric and Gas E/G New Jersey GR09050422 11/09 Revenue Requirements Division of Rate Counsel
Company
Mid-Kansas Electric Company E  Kansas 09-MKEE-969-RTS 10/09 Revenue Requirements Citizens' Utility
Ratepayer Board
Westar Energy, Inc. E Kansas 09-WSEE-925-RTS 9/09 Revenue Requirements Citizens' Utility
Ratepayer Board
Jersey Central Power and Light Co. E  New Jersey E008050326 8/09 Demand Response Division of Rate Counsel
EO08080542 Programs
Public Service Electric and Gas E  New Jersey E009030249 7/09 Solar Loan 1l Program Division of Rate Counsel
Company
Midwest Energy, Inc. E Kansas 09-MDWE-792-RTS 7/09 Revenue Requirements Citizens' Utility
Ratepayer Board
Westar Energy and KG&E E Kansas 09-WSEE-641-GIE 6/09 Rate Consolidation Citizens' Utility
Ratepayer Board
United Water Delaware, Inc. W  Delaware 09-60 6/09 Cost of Capital Division of the Public
Advocate
Rockland Electric Company E  New Jersey G009020097 6/09 SREC-Based Financing Division of Rate Counsel

Program
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The Columbia Group, Inc., Testimonies of Andrea C. Crane Page 3 of 3
Company Utility State Docket Date Topic On Behalf Of
Tidewater Utilities, Inc. W  Delaware 09-29 6/09 Revenue Requirements Division of the Public
Cost of Capital Advocate
Chesapeake Utilities Corporation G Delaware 08-269F 3/09 Gas Service Rates Division of the Public
Advocate
Delmarva Power and Light Company G Delaware 08-266F 2/09 Gas Cost Rates Division of the Public
Advocate
Kansas City Power & Light Company E Kansas 09-KCPE-246-RTS 2/09 Revenue Requirements Citizens’ Utility
Cost of Capital Ratepayer Board
Jersey Central Power and Light Co. E  New Jersey EO08090840 1/09 Solar Financing Program  Division of Rate Counsel
Atlantic City Electric Company E  New Jersey EO06100744 1/09 Solar Financing Program  Division of Rate Counsel
E008100875
West Virginia-American Water Company W  West Virginia 08-0900-W-42T 11/08 Revenue Requirements The Consumer Advocate
Division of the PSC
Westar Energy, Inc. E Kansas 08-WSEE-1041-RTS 9/08 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Artesian Water Company W  Delaware 08-96 9/08 Cost of Capital, Revenue, Division of the Public
New Headquarters Advocate
Comcast Cable C  New Jersey CR08020113 9/08 Form 1205 Equipment & Division of Rate Counsel
Installation Rates
Pawtucket Water Supply Board W  Rhode Island 3945 7/08 Revenue Requirements Division of Public Utilities
and Carriers
New Jersey American Water Co. W/MWW New Jersey WR08010020 7/08 Consolidated income Taxes Division of Rate Counsel
New Jersey Natural Gas Company G  New Jersey GR07110889 5/08 Revenue Requirements Division of Rate Counsel
Kansas Electric Power Cooperative, Inc. E Kansas 08-KEPE-597-RTS 5/08 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Public Service Electric and Gas E  New Jersey EX02060363 5/08 Deferred Balances Audit Division of Rate Counsel
Company EA02060366
Cablevision Systems Corporation C  New Jersey CR07110894, et al. 5/08 Forms 1240 and 1205 Division of Rate Counsel
Midwest Energy, Inc. E Kansas 08-MDWE-594-RTS 5/08 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Chesapeake Utilities Corporation G  Delaware 07-246F 4/08 Gas Service Rates Division of the Public
Advocate
Comcast Cable C  New Jersey CR07100717-946 3/08 Form 1240 Division of Rate Counsel
Generic Commission Investigation G  New Mexico 07-00340-UT 3/08 Weather Normalization New Mexico Office of
Attorney General
. . ) Revenue Requirements New Mexico Office of
Southwestern Public Service Company E  New Mexico 07-00319-UT 3/08 Cost of Capital Attorney General
Delmarva Power and Light Company G Delaware 07-239F 2/08 Gas Cost Rates Division of the Public
Advocate
Atmos Energy Corp. G  Kansas 08-ATMG-280-RTS 1/08 Revenue Requirements Citizens' Utility

Cost of Capital

Ratepayer Board
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KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

REVENUE REQUIREMENT SUMMARY

Schedule ACC-1

Company Recommended Recommended
Claim Adjustment Position
(A)

. Pro Forma Rate Base $1.820,789,380 ($53,389,680) $1,767,399,700
. Required Cost of Capital 8.57% -0.99% 7.58%
. Required Return $156,063,499 ($22,094,602) $133,968,897
. Operating Income @ Present Rates 117,647,212 13,358,939 131,006,151
. Operating Income Deficiency $38,-416,287 ($35,453,541) $2,962,746
. Revenue Multiplier 1.6543 0.0029 1.6572
. Revenue Requirement Increase $63.550,528 ($58.640,694) $4,909.834

Sources:

(A) Company Filing, Section 3 (i), Schedule 1.
(B) Schedule ACC-4.

(C) Schedule ACC-2.

(D) Schedule ACC-15.

(E) Schedule ACC-42.

(B)

(€)

(D)



Schedule ACC-2

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

REQUIRED COST OF CAPITAL

Capital Cost  Weighted
Structure Rate Cost
(A) (A)
1. Common Equity 51.82%  8.50% 4.40%
2. Long Term Debt  47.57%  6.63% 3.15%
3. Preferred Stock 0.61% 4.29% 0.03%
4. Total 100.00% 7.58%
Sources:

(A) Testimony of Dr. Woolridge, Schedule JRW-1.




Schedule ACC-3

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

JURISDICTIONAL ALLOCATORS

Rate Base Adjustment:

. Rate Base - 12 CP $1,786,902,749  (A)
. Rate Base -4 CP 1,820,789,380 (B)
. Rate Base Adjustment ($33,886,631)

Operating Income Adjustment:

. Operating Income at Present Rates - 12 CP $121,023,747 (A)

. Operating Income at Present Rates - 4 CP 117,647,212 (B)

. Operating Income Adjustment $3,376,535
Sources:

(A) Company Rate Model, Schedule 1, adjusted to reflect 12 CP.
(B) Company Filing, Section 3(i), Schedule 2.
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Schedule ACC-4

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

RATE BASE SUMMARY

Company Recommended Recommended
Claim Adjustment Position
(A)
. Utility Piant in Service $3,580,662,063 ($31,324,351) (B) $3,549,337,712
Less:
. Accumulated Depreciation (1,475,959,584) 32,193,211 (C) _(1,443,766,373)
. Net Utility Plant $2,104,702,479 $868,860 $2,105,571,339
Plus:
. CWIP - LaCygne Environmental $65,456,939  ($29,952,342) (D) $35,504,597
. Cash Working Capital (30,446,243) $0 (30,446,243)
. Fossil Fuel Inventory 24,445,012 0 24,445,012
. Nuclear Fuel in Reactor 24,979,092 0 24,979,092
. Materials and Supplies 46,378,830 (1,266,522) (E) 45,112,308
. Prepayments 4,822,802 0 4,822,802
. latan 1 and Common Reg. Asset 3,390,680 30,380 (F) 3,421,060
Less:
. Customer Advances For Construction ($1,221,065) ($141,149) (G) ($1,362,214)
. Customer Deposits (1,723,719) (29,383) (H) (1,753,102)
. Deferred Income Taxes -385,668,582 11,828,405 () (373,840,177)
. Def. Gain on SO2 Emission Allowances (34,325,272) (840,619) (J) (35,165,891)
. Deferred Gain Em. Allow- Allocated (1,573) (679) (K) (2,252)
. Jurisdictional Allocations 0 (33,886,631) (L) (33,886,631)
. Total Rate Base $1,820,789,380 ($53,389,680) $1,767,399,700
Sources:

(A) Company Filing, Section 3(i).
(B) Schedule ACC-5.
(C) Schedule ACC-6.
(D) Schedule ACC-7.
(E) Schedule ACC-8.
(F) Schedule ACC-9.
(G) Schedule ACC-10.
(H) Schedule ACC-11.
(I) Schedule ACC-12.
(J) Schedule ACC-13.
(K) Schedule ACC-14.
(L) Schedule ACC-3.




Schedule ACC-5

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

UTILITY PLANT IN SERVICE - POST TEST YEAR

. Post Test Year Plant Additions ($83,819,787) (A)

. Post Test Year Retirements 13,812,404 (A)

. Projected Dis. Field Int. Additions (842,673) (A)

. Recommended Adjustment (3) ($69,164,710)

. Allocation to Kansas (%) 45.29% (B)

. Allocation to Kansas ($) ($31,324,351)
Sources:

(A) Company Workpaper, Adjustment RB-20.
(B) Kansas Allocation of Total Plant in Service per Schedule 2 of Rate Model,
adjusted to reflect 12 CP.




Schedule ACC-6

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

ACCUMULATED DEPRECIATION

1. Projected Reserve Additions $83,341,024 (A)
2. Projected Retirements (13,812,404) (A)
3. Recommended Adjustment $69,528,620

4. Allocation to Kansas (%) 46.30% (B)

5. Recommended Kansas Adjustment $32,193.211

Sources:

(A) Company Workpapers, Adjustment RB-30.

(B) Kansas Allocation of Depreciation Reserve per Schedule 2 of Rate Model,
adjusted to reflect 12 CP.




Schedule ACC-7

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

CONSTRUCTION WORK IN PROGRESS

1. CWIP @ December 31, 2011 $74,908,099 (A)

2. Company Claim 141,128,780 (A)

3. Recommended Adjustment ($66,220,681)

4. Allocation to Kansas (%) 45.23% (B)

5. Allocation to Kansas ($) ($29,952,342)
Sources:

(A) Company Workpaper, Adjustment RB-21.
(B) Kansas Allocation of CWIP per Schedule 2 of Rate Model,
adjusted to reflect 12 CP.




Schedule ACC-8

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

MATERIALS AND SUPPLIES
1. Thirteen Month Average $97,157,149 (A)
2. Company Claim 99,951,177 (A)
3. Recommended Adjustment ($2,794,028)
4. Allocation to Kansas (%) 45.33% (B)
5. Allocation to Kansas ($) ($1,266,522)
Sources:

(A) Company Workpaper, Adjustment RB-72.
(B) Kansas Allocation of Materials and Supplies per Schedule 2 of
Rate Model, adjusted to reflect 12 CP.



Schedule ACC-9

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

IATAN 1 AND COMMON REGULATORY ASSET

1. Balance at 12/31/11 $3,421,060 (A)

2. Company Claim 3,390,680 (A)

3. Recommended Adjustment $30,380
Sources:

(A) Company Workpapers, Adjustment RB-25.




Schedule ACC-10

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

CUSTOMER ADVANCES
1. 13 Month Average $1,362,214 (A)
2. Company Claim 1,221,065 (A)
3. Recommended Total . ($141,149)
Sources:

(A) Company Workpapers, Adjustment RB-71.



Schedule ACC-11

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

CUSTOMER DEPOSITS

1. 13 Month Average $1,753,102 (A)

2. Company Claim 1,723,719 (A)

3. Recommended Total Adjustment ($29,383)
Sources:

(A) Company Workpapers, Adjustment RB-70.



Schedule ACC-12

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

ACCUMULATED DEFERRED INCOME TAXES

. Accumulated DIT@ December 31, 2011 $805,778,456 (A)

. Company Claim 831,944,988 (B)

. Recommended Adjustment $26,166,532

. Allocation to Kansas (%) 45.20% (C)

. Allocation to Kansas ($) $11,828,405
Sources:

(A) Response to CURB-161.

(B) Company Filing, Workpapers to Adjustment CS-125.

(C) Kansas Allocation of Accumulated Deferred Income Taxes pe
Schedule 2 of Rate Model, adjusted to reflect 12 CP.




Schedule ACC-13

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

DEFERRED GAIN - EMISSION ALLOWANCES

1. Deferred Balance @ December 31, 2011 $35,165,891 (A)

2. Company Claim 34,325,272 (A)
3. Recommended Total Adjustment ($840,619)
Sources:

(A) Company Workpapers, Adjustment RB-55.




Schedule ACC-14

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

DEFERRED GAIN - EMISSION ALLOWANCES (ALLOCATED)

1. Deferred Balance @ December 31, 2011 $2,118 (A)

2. Company Claim 3,728 (A)

3. Recommended Total Adjustment ($1,610)

4. Allocation to Kansas (%) 42.20% (B)

5. Allocation to Kansas ($) 679
Sources:

(A) Company Workpapers, Adjustment RB-55.
(B) Kansas Allocation of Emission Allowances (Allocated) per Schedule 2
of Rate Model, adjusted to reflect 12 CP.
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KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

OPERATING INCOME SUMMARY

. Company Claim

. Jurisdictional Allocations
. Salary and Wage Expense

401K Expense
Incentive Compensation Expense - Cash Awards

. Incentive Compensation Expense - Stock Awards
. Payroll Tax Expense

. Pension Expense

. Amortization of Deferred Pension Expense

. Supplemental Executive Retirement Plan Expense
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.

Other Post Employment Benefit Expense
Amortization of Deferred OPEB Expense
Other Benefits Expense

Bad Debt Expense - Uncollectible Rate
Bad Debt Expense-Rate increase

Dis. Field Intelligence Technical Support Expense
Maintenance Outage Expense

Sale of Receivables Expense

Fines and Penalty Expense

Rate Case Expense

Non Recurring Expense

Credit Card Processing Expense
Membership Dues Expense

Meals and Entertainment Expense
Depreciation Expense-Rates
Depreciation Expense - Plant

Interest Synchronization

Net Operating Income

Schedule ACC-15

$117,647,212

3,376,535
424,620
14,959
449,782
234,291
26,242
338,657
891,672
155,116
33,303

(44,859)
907,073
70,988
155,722
275,122
439,360
5,121
9,493
124,568
320,173
41,336
65,128
201,792
5,180,014
373,961

(711,230)

$131,006,151

Schedule No.

1

3
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Schedule ACC-16

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

SALARY AND WAGE EXPENSE

. Original Company Claim $167,707,174 (A)
. Revised Company Claim 166,155,637 (B)
. Recommended Adjustment $1,551,537
. Allocation to Kansas (%) 45.27% (C)
. Kansas Expense Adjustment ($) $702,432
. Income Taxes @ 39.55% 277,812
. Operating Income $424,620
Sources:

(A) Company Filing, Workpapers to Adjustment CS-50.

(B) Resonse to KCC-195A1.

(C) Company Rate Model, Allocation Factors, Composite Labor
Allocation adjusted to reflect 12 CP.
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Schedule ACC-17

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

401K EXPENSE
. Payroll Expense Adjustment $702,432 (A)
. Matching Rate 3.523% (B)
. Recommended Adjustment $24,747
. Income Taxes @ 39.55% 9,787
. Operating Income $14,959
Sources:

(A) Schedule ACC-16
(B) Company Filing, Workpapers to Adjustment CS-52.



10.

11

12.

13.

14.

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

Schedule ACC-18

INCENTIVE COMPENSATION EXPENSE- CASH AWARDS

Sources:

. Rewards Plan and Valuel.ink $9,796,413

. Recommended Adjustment (%) 25.00%

. Recomended Adjustment ($) $2,449,103

. Short-term Incentive (Officers) $2,231,989

. Recommended Adjustment (%) 50.00%

. Recomended Adjustment ($) 1,115,995

. Total Recommended Adjustment $3,565,098

. Less Joint Partners @ 6.77% (241,357)

. Adjustment Net of Joint Partners $3,323,741
Aliocation to KCP&L @ 65.92% $2,191,010

. Allocation to Kansas @ 45.2733% $991,942
Allocation to Expense @ 75.01% $744,056
Income Taxes @ 39.55% 294,274
Operating Income Impact $449,782

(A) Company Filing, Workpapers to Adjustment CS-51.

(B) Adjustment reflects removal of financial benchmarks.

(C) Allocations per Workpapers to Adjustment CD-51.

(D) Company Rate Model, Allocation Factors, Composite Labor

Allocation, adjusted to reflect 12 CP.

(A)

(€

(€

(D)

(€



Schedule ACC-19

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

INCENTIVE COMPENSATION EXPENSE - STOCK AWARDS

. Restricted Stock - Officers $808,281 (A)
. Directors Shares 333,014 (B)
. Total Recommended Adjustment $1,141,295
. Allocation to KCP&L (%) 45.27% (C)
. Allocation to Kansas ($) $516,702
. Allocation to Expense (%) 75.01% (D)
. Allocation to Expense ($) $387,578
. Income Taxes @ 39.55% 153,287
. Operating Income Impact $234,291
Sources:

(A) Response to CURB-72.

(B) Company Filing, Workpapers to Adjustment CS-11.
(C) Company Filing, Section 9(i) and (ii), Account 920.
(D) Company Filing, Workpapers to Adjustment CS-51.



Schedule ACC-20

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

PAYROLL TAX EXPENSE
1. Pro Forma Salary and Wage Adjustment $702,432
2. Payroll Taxes @ 6.18% $43,410
3. Income Taxes @ 39.55% 17,169
4. Operating Income Impact $26,242
Sources:

(A) Schedules ACC-16 and ACC-19.

(B) Reflects average actual rate per Workpapers to CS-53.

(A)

(B)



10.

11.

Schedule ACC-21

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

PENSION EXPENSE

. Revised Pension Cost Claim $55,515,814 (A)

. Less Funded Status Adjustment (1,500,000) (A)

. Net Pension Cost Claim $54,015,814

. Expense Ratio 78.82% (B)

. Pro Forma Annual Amortization $42,575,265

. Company Claim 43,812,698 (C)

. Recommended Adjustment $1,237,433
Allocation to Kansas (%) 45.27% (D)

. Allocation to Kansas ($) $560,227
Income Taxes @ 39.55% 221,570
Operating Income Impact $338,657
Sources:

(A) Response to KCC-175A.
(B) Based on capitalization ratio of 21.18% per the response to KCC-175A.
(C) Company Filing, Workpapers to CS-65.
(D) Company Rate Model, Schedule 8, Account 926, adjusted to
reflect 12 CP.



10.

11.

Schedule ACC-22

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

AMORTIZATION OF DEFERRED PENSION EXPENSE

. Regulatory Asset @ June 30, 2012 $17,816,349 (A)

. Post-Test Year Additions (3,839,669) (A)

. Regulatory Asset @ December 31, 2011 $13,976,680

. Recommended Amortization Period 5 (B)

. Pro Forma Annual Amortization $2,795,336

. Company Claim 6,053,454 (C)

. Recommended Adjustment $3,258,118

. Allocation to Kansas (%) 45.27% (D)

. Allocation to Kansas ($) $1,475,058
Income Taxes @ 39.55% 583,385
Operating Income Impact $891,672
Sources:

(A) Response to KCC-175A.

(B) Recommendation of Ms. Crane.

(C) Company Filing, Workpapers to CS-65.

(D) Company Rate Model, Schedule 8, Account 926, adjusted to
reflect 12 CP.




Schedule ACC-23

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

SUPPLEMENTAL EXECUTIVE RETIREMENT SYSTEM EXPENSE

1. Recommended Annual Adjustment 566,784 (A)

2. Allocation to Kansas (%) 45.27% (B)

3. Allocation to Kansas ($) $256,602

4. Income Taxes @ 39.55% 101,486

5. Operating Income Impact $155,116
Sources:

(A) Response to CURB-84.
(B) Company Rate Model, Schedule 8, Account 926, adjusted to
reflect 12 CP.



Schedule ACC-24

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

OTHER POST EMPLOYMENT BENEFIT EXPENSE

. Revised OPEB Costs $7,474271 (A)
. Company Claim 7,595,959 (A)
. Recommended Adjustment $121,688
. Allocation to Kansas (%) 45.27% (C)
. Allocation to Kansas ($) $55,092
. Income Taxes @ 39.55% 21,789
. Operating Income Impact 33,303
Sources:

(A) Response to KCC-176A.

(B)Company Filing, Workpapers to CS-61.

(C) Company Rate Model, Schedule 8, Account 926, adjusted to
reflect 12 CP.




10.

11.

Schedule ACC-25

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

AMORTIZATION OF DEFERRED OPEB BENEFIT EXPENSE

. Regulatory Asset @ 6/30/12

. Post-Test Year Additions

. Regulatory Asset @ 12/31/11

. Recommended Amortization Period
. Pro Forma Annual Amortization

. Company Claim

. Recommended Adjustment

. Allocation to Kansas (%)

Allocation to Kansas ($)

Income Taxes @ 39.55%

Operating Income Impact

Sources:

(A) Response to KCC-176A.

(B) Recommendation of Ms. Crane.
(C)Company Filing, Workpapers to CS-61.

($853,674) (A)

(351,856) (A)

($501,818)

5 (B)

($100,364)

(264,276) (C)

($163,912)

45.27% (D)

($74,209)

(29,349)

(44,859)

(D) Company Rate Model, Schedule 8, Account 926, adjusted to

reflect 12 CP.



Schedule ACC-26

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

OTHER BENEFITS EXPENSE

1. Recommended Adjustment $3,314,393 (A)

2. Allocation to Kansas (%) 45.27% (B)

3. Kansas Expense Adjustment ($) $1,500,535

4. Income Taxes @ 39.55% 593,462

5. Operating Income Impact $907,073
Sources:

(A) Company Filing, Workpapers to Adjustment CS-60.
(B) Company Rate Model, Schedule 8, Account 926, adjusted to
reflect 12 CP.



Schedule ACC-27

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

BAD DEBT EXPENSE - UNCOLLECTIBLE RATE

. Test Year Revenue $621,899,855 (A)
. Revenue Adjustment (7,273,028) (A)
. Total Pro Forma Revenue $614,626,827
. Pro Forma Uncollectible Rate 0.3879% (A)
. Pro Forma Uncollectible Costs $2,384,282
. Company Claim 2,501,715 (A)
. Recommended Adjustment $117,433
. Income Taxes @ 39.55% 46,445
. Operating Income Impact $70,988
Sources:

(A) Company Filing, Workpapers to Adjustment R-20.




Schedule ACC-28

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

BAD DEBT EXPENSE - RATE INCREASE

. Company Proposed Rate Increase $63,293,354 (A)

. Company Proposed Bad Debt Rate 0.4070% (A)

. Recommended Adjustment $257,604

. Income Taxes @ 39.55% 101,882

. Operating Income Impact $155,722
Sources:

(A) Company Filing, Workpapers to Adjustment CS-20b.



Schedule ACC-29

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

DFITS EXPENSE

1. Company Claim $1,005,278 (A)

2. Allocation to Kansas (%) 45.27% (B)

3. Allocation to Kansas ($) $455,123

4. Income Taxes @ 39.55% 180,001

5. Operating Income Impact $275,122
Sources:

(A) Company Filing, Workpaper to Adjustment CS-49.
(B) Company Rate Model, Allocation Factors, Composite Labor Allocation
adjusted to reflect 12 CP.




Schedule ACC-30

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

MAINTENANCE OUTAGE EXPENSE

1. Recommended Adjustment $1,606,892 (A)

2. Allocation to Kansas (%) 45.23% (B)

3. Kansas Adjustment ($) $726,815

4. Income Taxes @ 39.55% 287,455

5. Operating Income Impact $439,360
Sources:

(A) Response to KCC-282A.
(B) Company Rate Model, Schedule 8, Account 512, adjusted to
reflect 12 CP.




Schedule ACC-31

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

SALE OF RECEIVABLES EXPENSE

. Pro Forma Commercial Paper Rate
. Purchase Limit

. Annual CP Interest

. Interest January-June

. Company Claim

. Recommended Adjustment

. Income Taxes @

. Operating Income Impact

Sources:

0.3031%

$110,000,000

$333,373
166,230

174,701

$8,471

39.55% 3,350

$5,121

(A) Actual rate per July-December 2011 per Company Filing,

Workpapers to Adjustment CS-78.

(B) Company Filing, Workpapers to Adjustment CS-78.

(C) Line 3/ 365 days X 182 days.

(A)

(B)

(B)




Schedule ACC-32

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

FINES AND PENALTY EXPENSE

1. Recommended Adjustment $34,720 (A)

2. Allocation to Kansas (%) 45.23% (B)

3. Allocation to Kansas ($) $15,704

4. Income Taxes @ 39.55% 6,211

5. Operating Income Impact $9,493
Sources:

(A) Response to KCC-43.
(B) Company Rate Model, Schedule 8, Account 566, adjusted to
reflect 12 CP.



Schedule ACC-33

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

RATE CASE EXPENSE

. Company Claim - Current Case $2,472,800 (A)
. Amortization Period (Yrs.) 4 (B)
. Annual Expense Adjustment $618,200
. Company Claim - Annual Expense 824,267 (A)
. Total Recommended Adjustment $206,067
. Income Taxes @ 39.55% 81,499
. Operating Income Impact $124,568
Sources:

(A) Company Filing, Workpapers to Adjustment CS-80.
(B) Recommendation of Ms. Crane.




Schedule ACC-34

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

NON-RECURRING EXPENSE

1. Recommended Adjustment $1,169,596 (A)

2. Allocation to Kansas (%) 45.28% (B)

3. Kansas Expense Adjustment ($) $529,649

4. Income Taxes @ 39.55% 209,476

5. Operating Income Impact $320,173
Sources:

(A) Response to KCC-121.
(B) Company Rate Model, Schedule 8, Account 935, adjusted to
| reflect 12 CP.




Schedule ACC-35

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

CREDIT CARD PROCESSING EXPENSE

. Credit Card Payments in December 2011 57,408 (A)
. Transaction Cost Per Payment $1.01 (A)
. Total Pro Forma Costs - Monthly $57,982
. Total Pro Forrma Costs - Annual $695,785 (B)
. Company Claim 764,166 (A)
. Recommended Adjustment $68,381
. Income Taxes @ 39.55% 27,045
. Operating Income Impact $41,336
Sources:

(A) Response to CURB-77.
(B) Line 3 X 12 months.




Schedule ACC-36

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

MEMBERSHIP DUES EXPENSE

. EEIl Dues Included in Cost of Service
. Recommended Adjustment (%)

. Recommended Adjustment ($)

. Allocation to Kansas (%)

. Allocation to Kansas ($)

. Income Taxes @ 39.55%

. Operating Income Impact

Sources:
(A) Response to KCC-50.

$512,017

50.00%

$256,009

42.08%

$107,739

42,611

$65,128

(B) Reflects elimination of 50% of dues expenses.
(C) Company Rate Model, Schedule 8, Account 930.2, adjusted to

reflect 12 CP.

(A)

(B)

(C)



Schedule ACC-37

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

MEALS AND ENTERTAINMENT EXPENSE

1. Company Claim $793,214 (A)

2. Allocation to Kansas (%) 42.08% (B)

3. Allocation to Kansas ($) $333,816

4. Income Taxes @ 39.55% 132,024

5. Operating Income Impact $201,792
Sources:

(A) Response to CURB-116.
(B) Company Rate Model, Schedule 8, Account 930, adjusted to
reflect 12 CP.



Schedule ACC-38

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

DEPRECIATION EXPENSE - NEW RATES

1. Depreciation Expense - Current Rates $67,627,931 (A)

2. Company Claim 76,197,020 (B)

3. Recommended Adjustment $8,569,089

4. Income Taxes @ 39.55% 3,389,075

5. Operating Income Impact $5,180,014
Sources:

(A) Reflects current rates and allocation based on a 12 CP, per Company
Rate Model, Schedule 5.
(B) Rate Model adjusted for 12 CP at proposed depreciation rates.



Schedule ACC-39

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

DEPRECIATION EXPENSE - POST TEST YEAR PLANT

. Recommended Plant Adjustments $31,324,351 (A)

. Composite Depreciation Rate 1.97% (B)

. Depreciation Expense Adjustment $618,628

. Income Taxes @ 39.55% 244 667

. Operating Income Impact $373,961
Sources:

(A) Schedule ACC-4.
(B) Composite rate derived from Company Rate Model, Schedule 5,
adjusted to reflect 12 CP.



Schedule ACC-40

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

INTEREST SYNCHRONIZATION

. Pro Forma Rate Base $1,767,399,700 (A)

. Weighted Cost of Debt 3.15% (B)

. Total Pro Forma Interest $55,673,091

. Company Claim 57,471,396 (C)

. Decrease in Taxable Income ($1,798,305)

. Income Taxes @ 39.55% ($711,230)
Sources:

(A) Schedule ACC-3.

(B) Schedule ACC-2.

(C) Company Filing, Section 11 (ii), (iii) and (iv) (excludes interest
on customer deposits).




Schedule ACC-41

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

| INCOME TAX FACTOR

1. Revenue 100.00%

2. State Income Tax Rate 7.00% (A)

3. Federal Taxable Income 93.00%

4. Income Taxes @ 35% 32.55% (A)

5. Operating Income 60.45%

6. Total Tax Rate 39.55% (B)
Sources:

(A) Tax rates per Company Filing, Section 11, (ii), (iii), and (lv).
(B) Line 2 + Line 4.




Schedule ACC-42

KANSAS CITY POWER AND LIGHT COMPANY
TEST YEAR ENDING DECEMBER 31, 2011

REVENUE MULTIPLIER

. Revenue 100.00%
. Forfeited Discounts -0.21% (A)
. Uncollectibles 0.39% (B)
. Net Revenue 99.82%
. State Income Taxes @ 7.00% 6.99% (C)
. Federal Taxable Income 92.84%
. Income Taxes @ 35% 32.49% (C)
. Operating Income 60.34%
. Revenue Multiplier 1.65719 (D)
Sources:

(A) Rate per Company Workpapers, R-21.

(B) Rate per Schedule ACC-27.

(C) Tax rates per Company Filing, Section 11, (ii), (iii), and (Iv).
(D) Line 1/ Line 8.




10.

11.

. Income Taxes @

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

PRO FORMA INCOME STATEMENT

. Operating Revenues

. Operating Expenses

. Depreciation and Amortization
. Taxes Other Than Income

. Taxable Income

Before Interest Expenses

. Interest Expense

. Taxable Income

. Operating Income**

Rate Base

Rate of Return

Schedule ACC-43

39.55%

Pro Forma Recommended Pro Forma
Per Recommended Present Rate Proposed
Company Adjustments Rates Adjustment* Rates

$697,525,681 $0 $697,525,681 $4,909,834 $702,435,515
$419,230,067 ($14,044,586) $405,185,481 $8,682 $405,194,163
86,042,387 (9,187,717) 76,854,670 0 76,854,670
39,786,029 (43,410) 39,742,619 0 39,742,619
$152,467,198  $23,275,713 $175,742,911 $4,901,152 $180,644,083
57,471,396 (1,798,305) 55,673,091 0 55,673,091
$94,995,802  $25,074,019 $120,069,821 $4,901,152 $124,970,973
34,819,987 9,916,774 44,736,761 1,938,406 46,675,167
$117,647,211 $13,358,939 $131,006,150 $2,962,746 $133,968,896

$1,820,789,380

6.46%

* Includes incremental forfeited discount revenue.

** Line 5 - Line 8.

$1,767,399,700

7.41%

$1,801,288,331

7.44%
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13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
22.
23.
24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.

35.

36.

37.

KANSAS CITY POWER AND LIGHT COMPANY

TEST YEAR ENDING DECEMBER 31, 2011

REVENUE REQUIREMENT IMPACT OF ADJUSTMENTS

. Rate of Return

Rate Base Adjustments:

. Utility Plant in Service

. Accumulated Depreciation

. CWIP - LaCygne Environmental

. Materials and Supplies

. latan 1 and Common Reg. Asset

. Customer Advances For Construction
. Customer Deposits

. Deferred Income Taxes

10.
11.
12.

Def. Gain on SO2 Emission Allowances
Deferred Gain Em. Allow- Allocated
Jurisdictional Allocations - Rate Base

Operating Income Adjustments

Jurisdictional Allocations

Salary and Wage Expense

401K Expense

Incentive Compensation Expense - Cash Awards
Incentive Compensation Expense - Stock Awards
Payroll Tax Expense

Pension Expense

Amortization of Deferred Pension Expense
Supplemental Executive Retirement Plan Expense
Other Post Employment Benefit Expense
Amortization of Deferred OPEB Expense

Other Benefits Expense

Bad Debt Expense - Uncollectible Rate

Bad Debt Expense-Rate Increase

Dis. Field Intelligence Technical Support Expense
Maintenance Outage Expense

Sale of Receivables Expense

Fines and Penalty Expense

Rate Case Expense

Non Recurring Expense

Credit Card Processing Expense

Membership Dues Expense

Meals and Entertainment Expense

Depreciation Expense-Rates

Depreciation Expense - Plant

Interest Synchronization

Revenue Multiplier

Total Recommended Adjustments
Company Claim

Revenue Requirement Deficiency

Schedule ACC-44

($29,908,409)

($3,934,800)
4,043,950
(3,762,464)

(159,094)
3,816
(17,730)
(3,691)
1,485,825
(105,594)
(85)
(4,256,669)

(85,595,560)
(703,676)
(24,791)
(745,374)
(388,265)
(43,487)
(561,219)
(1,477,670)
(257,056)
(55,190)
74,340
(1,503,193)
(117,641)
(258,060)
(455,929)
(728,102)
(8,486)
(15,732)
(206,432)
(530,587)
(68,502)
(107,929)
(334,407)
(8,584,268)
(619,724)
1,178,643
112,560

($58,640,694)

63,550,528

$4,909,834



APPENDIX C

Referenced Data Requests

CURB-48
CURB-71
CURB-72
CURB-73 (Partial)
CURB-77
CURB-84
CURB-116*
CURB-161*

KCC-43*
KCC-50
KCC-121
KCC-175A
KCC-176A
KCC-195A1
KCC-261
KCC-282A

~ * Confidential Responses Not Provided



DATA REQUEST- Set CURB 20120518
Case: 12-KCPE-764-RTS
Date of Response: 06/07/2012
Information Provided By: N/A
Requested by: Smith Della

Question No. : CURB-48

Regarding RB-70, please provide the monthly customer deposit balances from January 2009
through November 2010.

Response:

The attached file, “Q0049_CURB_ KCPL Customer Deposits Jan 09-Nov 10.xls,” contains
monthly customer deposit balances for KCP&L from January 2009 through November 2010.

Attachments:

Q0049_CURB_ KCPL Customer Deposits Jan 09-Nov 10.xls
Q0049 _CURB_ Verification.pdf

Page 1 of 1




RB-70.1 Data

[KANSAS CITY POWER & LIGHT

Customer Deposits

AC 235000

(Sources: Corey Chambers CIS Query + KCPL Trial Bal)

Date
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09

Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10

Jul-10
Aug-10
Sep-10
Oct-10
Nov-10

Kansas

(2,078,694)
(2,023,489)
(1,994,874)

-(1,989,831)

(1,993,382)
(2,040,389)
(2,061,392)
(2,054,702)
(2,059,793)
(2,031,192)
(2,008,091)
(2,004,192)
(1,976,066)
(1,948,477)
(1,920,907)
(1,902,391)
(1,877,249)
(1,864,343)
(1,853,574)
(1,837,694)
(1,815,492)
(1,749,342)
(1,755,454)

Missouri

(5,552,838)
(5,477,900)
(5,410,511)
(5,378,607)
(5,372,283)
(5,405,042)
(5,358,234)
(5,380,976)
(5,357,293)
(5,346,612)
(5,335,683)
(5,354,483)
(5,326,090)
(5,283,335)
(5,177,191)
(5,054,814)
(5,007,306)
(4,949,207)
(4,868,262)
(4,818,755)
(4,722,828)
(4,652,647)
(4,591,582)

CURB_20120518-CURB_48-Att-CURB-48 KCPL Customer Deposits Jan 09-Nov 10

Total
(7,631,532)
(7,501,389)
(7,405,385)
(7,368,438)
(7,365,665)
(7,445,432)
(7,419,626)
(7,435,678)
(7,417,086)
(7,377,805)
(7,343,774)
(7,358,676)
(7,302,156)
(7,231,812)
(7,098,099)
(6,957,205)
(6,884,555)
(6,813,549)
(6,721,836)
(6,656,449)
(6,538,319)
(6,401,989)
(6,347,036)

RB-70.1




DATA REQUEST- Set CURB_ 20120518
Case: 12-KCPE-764-RTS
Date of Response: 06/18/2012
Information Provided By: N/A
Requested by: Smith Della

Question No. : CURB-71

Please provide a description of all incentive compensation programs provided to employees. For
each program, please provide a) a description of the program, b) the amount included in the
Company’s claim, and c) the actual amount incurred in each of the past three years.

Response:

KCP&L has three groups of employees that are currently eligible for incentive pay:

= Bargaining unit employees are eligible for the Rewards Incentive Plan.

= Management, non-officer employees are eligible for the short-term annual incentive plan
entitled ValueLink Incentive Plan (or “ValueLink™).

= Officers (executives) are eligible for a short-term or annual (or “AIP”) and Long-Term
Incentive Plan (or “LTIP”). LTIP grants may also be used to recognize key management
employees, or be used to pay bonus shares to employees, including non-officers, as
defined by the Plan document. Refer to the response to CURB Data Request No. 72 for
information regarding the executive plans.

a) Attached are the most recent plan documents that provide a description of the plans that are
currently in place for non-officers.

b) Included in the Revenue Requirement is the actual March 2012 payout:

Rewards - Union - ValueLink - NonUnion
KCP&L after .
(ammonts are KS 665,387 3,848,158
juris) '

¢) Actual amounts paid (amounts are KCP&L total Company, not KS juris):  ‘

Year Eamed Rewards - Union ValueLink - NonUnion
2009 $ 2,648,170 $ 13,179,329
2010 2,331,407 13,011,192
2011 1,443,305 8,355,097
Attachments: ‘
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KANSAS CITY POWER AND LIGHT
2012 Rewards Incentive Plan

1) PURPOSE

KCP&L implemented the Rewards Incentive Plan to reward bargaining unit employees for their efforts .
in supporting the objectives of the company. The purpose of the Plan is to provide an incentive for the
achievement of defined annual results of the organization and its divisions.

2) ELIGIBILITY
in order to be eligible for this Plan, an employee must be:
o Afull-time or part-time bargaining unit employee of KCP&L (the “company”);
e Commence employment before November 1, 2012;
s Be actively employed on date of payout;
e Be regularly scheduled to work a minimum of 24 hours per week;

s Employees who become inactive due to retirement, death, long-term disability or
severance may be eligible for a pro-rata award for the time during the Plan Year that
they were classified active. See “Proration of Rewards Payments” in Section 3 below.

Employees who leave their employment with the company for any reason other than retirement,
death, long-term disability or severance as addressed above before the date of payout W|Il not be
eligible to receive a Rewards payment.

3) INCENTIVE CALCULATION

Each employee's incentive target is 1.2% of the average pay of all eligible participants earned
between January 1, 2012 and December 31, 2012. Eligible pay includes base pay, overtime and shift
differential of all participants. An employee may receive from 50% to 150% of 1.2% of eligible pay.
based on achievement levels of the Plan components as described in Section 4.

Once the achievement of the Plan components has been approved, every bargaining unit employee in
the division will receive a payout equal to all other bargaining unit employees in the division (except if
the payout is subject to proration as described below).

Proration of Rewards Payments
The Rewards payment may be prorated at the company’s discretion in the following circumstances:

» An employee who is hired between January 1 and November 1 may receive a prorated award
based on the number of months remaining in the Plan Year following the hire date.

¢ An employee who is not actively at work during the full Plan Year because of retirement, death
or total disability (if approved to receive Long-Term Disability Insurance benefits under the
.GPE Employee Welfare Benefit Plan) may receive a prorated award based on the length of
active employment durlng the year.

o Approved absences under the Family Medical Leave Act (FMLA) or military leave will not
reduce an employee’s Reward payment. Otherwise, an employee who has an absence for any
reason of two or more weeks during the year may receive a prorated award. '

* Anemployee who transfers between a bargaining unit posrtlon and a non-union posntlon during
the Plan Year will be eligible to participate in this Plan and the ValueLink Incentive Plan on a
prorated basis.

« Part-time employees will be eligible for a prorated amount based on their weekly scheduled
work hours. Awards paid under this Plan to an employee who works on a full-time basis for
part of the Plan Year and on a part-time pasis (at least 24 hours per week) will be prorated.




2012 Rewards Incentive Plan

Proration of awards under the Plan for any reason will be based on whole months. When an event
that results in proration occurs on other than the first day of the month, that month will be included or
excluded from the proration based on the following rules:

» If an action takes place between the 1st and 15th day of the month, it shall be
considered to have taken place as of the first of the month.

» If an action takes place on or after the 16th day of the month, it shall be considered to
have taken place as of the first day of the following month.

4) COMPONENTS OF REWARDS — COMPANY AND DIVISION

The total incentive award for each employee is based on three performance components The
components and thelr corresponding weights are:

Components of Rewards Incentive

Company Financial

Division

Total Rewards Incentive = 100%

Company Financial Component
‘The Company Financial component payout will be based on achievement of the following objective: -

‘Company Financial Component — 20%

Scorecard Driver Obijective M
. Weight
Financial Non-Fuel O&M, eXcluding nuclear o 100%
Total Company Component Objective = ' 100%

The Plan Administrative Committee (PAC) determines the specific threshold, target and maximum
achievement levels for this objective. Year-end results against this objective will be approved by the
PAC, validated by the Business Planning and Compensation Departments and may be subjectto
review and confirmation by the Internal Audit Department. Any changes to company objectives and/or
measures in the Plan Year must be approved by the PAC, tracked by the Business Planning and
Compensation Departments and will be subject to review by the Internal Audit Department throughout
the Plan Year. .

Payment based on the Company Financial component will be made only if the threshold achievement
level of the objective is met or exceeded. If the threshold is not met, payout for the Company Financial
component is 0%. Objective achievement percentages will be interpolated between 50% and 150%.

4-2:2012
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2012 Rewards Incentive Plan

Company Operational Component

The Company Operational component payment will be based on achievement of the foIIowmg
objectives:

Scorecard Driver Objective . M
Weight
| Customer | SAIDI (system-wide reliability in minutes) | 25%
Customer JD Power Residential Customer Satisfaction Index 25%
~3 - T -
Internal EAF - % Equivalent Availability (Coal units, Peak Months 259,
Only — June, July, August)

Winning Culture OSHA Incidence Rate 25%
Total Company Operational Component 100%

Division Component

The Division component for each of Supply, Delivery and Support divisions will include a division non-
fuel O&M objective weighted at 25%. In addition, each division will prepare a balanced scorecard and
division leadership will select two to four additional objectives for the division component.

If an employee transfers between divisions during the Plan Year, the Division component of the
incentive target will be based on the achievement of the division the employee is assigned to as of
12/31/12.

Below for illustration purposes only is an example of a hypothetical division's objectives.

Division Component— 20% (Example Only)

Scorecard Driver Objective Weight
Financial Non-Fuel O&M ' 25%
Customer Customer hold time ‘ - . 30%
Internal Process |mproveménts Implemented o 25%
Winniﬁg.Culture Separation Rate _ 20%
Total Division Component | ' 100%

Threshold, target and maximum achievement levels for each specific division objective will be
determined by the division at the beginning of the Plan Year and approved by the respective officer or
leader of the division and a PAC Officer. Year-end results against these objectives will be collected
and interpolated by the division, approved by the PAC Officer and may be subject to review and
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2012 Rewards Incentive Plan

confirmation by the Internal Audit Department. Any changes to division component objectives and/or
measures in the Plan Year must be approved by the PAC, tracked by the Business Planning and
Compensation Departments and will be subject to review by the lnternal Audlt Department throughout
the Plan Year. '

In the event of a change in one or more division component objectives, the PAC Officer must sign the
“2012 Valuelink & Rewards Change Form" and forward it to the Business Planning and
Compensation Departments.

The division officer may choose to have multiple sets of Rewards objectives within a division.

Payment for each division component objective will be made only if the threshold achievement level is
met or exceeded. If the threshold level is not met on an objective then payout for that objective is 0%.
Objective achievement percentages will be interpolated between 50% and 150%.

5) INCENTIVE CALCULATION EXAMPLE

Interpolation for objective achievement between 50% and 150% will be applied to the Company
Financial and Operational components and will be approved by the PAC. Division objective
achievement percentages will be approved by the both PAC division officer and the PAC.

- An individual participant’s award under the Plan may be 0% to 150% of the target amount, depending
on achievement at or above the threshold level set for each of the objectives in the Company
Financial, Company Operational and Division components.

The payout calculation for every eligible employee within a division will be as follows:

The basic Rewards calculation will be as follows:

Company
DMpa Financial Company
0,
ancia $5% 20% Achievement * Payout $
%
. Company ;- Company
Operationa : .
o,
£11 60% Achievement Ogeratlonal
o ayout $
%a
Division Divisional
O . 0, .
D $53 20% Achievement% Payout $ -
. Total
100% Rewards
: Payout

See Appendix B a for Sample Rewards Incentive calculation.

4-2-2012
Page 4




2012 Rewards Incentive Plan

6) PAYMENT

Any payments under the 2012 Rewards Incentive Plan would be made on or about March 15, 2013.
At the sole discretion of the PAC, payments may be paid in cash, Great Plains Energy Incorporated
stock, or a combination of cash and stock.

Rewards Plan payments will be taxed as supplemental earnings.

7) PLAN ADMINISTRATION

The Chief Executive Officer of GPE shall appoint the PAC. The CEO retains the authority to make
changes to the composition of the PAC, including changes in membership deemed necessary or
prudent..

This PAC retains the sole discretion to interpret, modify, suspend, amend or terminate this Plan at any
time for any reason. Any modification or addendum to this Plan shall be effective on the date specified
in such modification or addendum and distributed to participants, whether or not each individual.
participant has received notice thereof. The PAC will conclusively determine participation, calculation
of incentive targets and actual incentives, payment of incentive and all other matters necessaryto-
administer this Plan, '

Nothing in this Plan shall change the normal employee/employer relationship or be interpreted as a
guarantee of continued employment. This Plan or any action taken hereunder shall not be construed
as giving any right to be retained as an employee of KCP&L. Even though performance expectation
criteria are in place, no payment of incentive compensation awards should be construed as an
indication that overall job performance is satisfactory.

8) KEY DEFINITIONS

“Plan” or “the Plan” refers to this Rewards Incentive Program.

“PAC" is the Plan Administrative Committee for the Valuelink and Rewards Incentive Plans

“Plan Year” means January 1, 2012 through December 31, 2012. This Plan remains in effect until it is
terminated, modified or amended.

Approval:

Michael Chesser, Chairman of the Board and Chief Executive Officer

Date:

4-2-2012
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Appehdix A - 2012 Rewards Incentive Plan Metrics.

rom——

Throshold
. 50%
$551.8
107.00 90.85 86.00
Bottom 112 Tler"" Top 172 Tier 2 _Bottom 112 Tier1
87.5% 88.9% 90:3%
226 1.88 1.60

Varies by Supply, Delivery,or Support (see below)

Varies by Division {assumption made at 100% for calculation)

$171.5 $170.7 $169.4
$115.6 $115.1 §$114.2
$101.9 $101.4 §$100.6

SAIDI (System Average Interruption Duration Index) is an industry standard measurement of electrical outages. The index represents the aVerage length of
time (in minutes) that a customer experienced sustained electrical outages on the Utility’s system during the year. The measurement defines the combined
system outage duration and outage frequency in one measure as applied to the entire customer base served.

EAF (Equivalent Availability Factor) is a measure of the actual maximum capability of a unit (or system, in the case of multiple units) to generate electricity
relative to the theoretically possible amount. To the extent that a plant has no outages (forced or planned) and no equipment issues that limit capacity (forced or
planned, commonly referred to as derates), EAF would equal 100%. To the extent that a plant is off-line the entire time period being measured, the EAF would
equal 0% as none of the capacity is capable of being generated. This objective excludes latan 2.

The OSHA (Occupational Safety and Health Administration) Incidence Rate measures the OSHA recordable accidents that occur per 100 - -
employees. OSHA Incidence Rate = Number of Recordable Injuries x 200,000 + Work-hours.




Appendix B — 20’12'Rev'vards Plan Sample Calculation

Employee Name Molly Miles
Eligible months in position : 12
Average of All Annual Eligible Union Pay $80,000
Rewards Incentive Target 1.20%
Payout at Target (100%) Achievement $960.00
Payout at Varied Achievemnent of 82.86% $872.44
Component Objective . Weighted
Component Weight Welght Measure Achievement Achiovement %
Company 100% Financil  Non-Fuel O8M (excluding nuclear) - x 50% 10.00% “10.00%
Financial s T T — i A ey
Total Company Financial Welghted Achlevema o 1000% 50
X 25% Customer SAIDI {system-wide rebability in minutes} x 125% 18.75%
X 25% Customer Residential Customer Sat Index (O ?ower) x 150% 22.50%
. P . 78.75%
| EAF - % Equivalent Availsbility (Cosl units, Peak o
LY X 25% Intemal Months Only — dure, iy, ) 125% 18.75%
Winning Cutre  OSHA Incidence Rate X 125%
atal Company Operational.
X 25% Financial Non-Fuel O8M by division (Budget)
Division 2% X 40% Intemal Combustion Turbine (CT) Starting Reliability X 110% 0.68% 2.43%
X 35% Winning Cuture  Complete all compliance training X 107% 0.75%
Total Company Financial, Operational & Division 90.83%

Multiplied by Rewards Incentive Target X  $960.00
Rewards Payout = $872.44

4-2-2012
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KANSAS CITY POWER AND LIGHT

2012 ValueLink Incentive Plan
1) PURPOSE

KCP&L implemented the VaiueLink incentive Plan to reward managermrent employees for their

efforts in supporting the objectives of the company. The purpose of the Plan is to provide an
incentive for the achievement of defined annual results of the organization and its business
units.

2) ELIGIBILITY
In order to be eligible for this Plan, an employee must:
. Be. a regular employee of KCP&L who is neither temporary nor an intern;
» Be regularly scheduled to work a minimum of 24 hours per week;
e Commence employment before November 1, 2012;
¢ Be actively employed on the payout date;*

e Have an Overall Review Rating of “Needs Improvement” or above on the Annual’
Performance Review for the 2012 Plan Year; and

e Be a management employee who is not considered an officer of the éompany.

* Employees who become inactive due to retirement, death, long-term disability or severance
may be eligible for a pro rata award for the time during the Plan Year that they were
considered active. See “Proration of ValueLink Targets and Awards” in Section 3 below.

Employees who are terminated for cause during the Plan Year will not be eligible to receive a
Valuelink award.
3) INCENTIVE TARGETS

Each eligiblé employee’s incentive target is a percentage of his or her eligible pay as of
December 31, 2012. For exempt employees, eligible pay is base pay. For non-exempt
employees, eligible pay includes base pay, overtime and shift differential.

An employee may receive from 50% to 150% of the target amount based on achievement of
Company, Divisional and Individual component objectives as described in Section 4.

Proration of ValueLink Targets and Awards

The ValuelLink target will be prbrated for an employee who changes positions during the Plan
Year if the new position has a different target incentive than the original position.

4-2-2012
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“For example: Joe Generation has an annual base salary of $50,000 as of 12/31/12. He was
in Position A with a 6% incentive target from January through June (6 months). He was in
Position B with an 8% incentive target from Julv through December (6 months). Joe’s
incentive target is:

Position-A (January through Junre): $52,000 % 6% x-6/12 = $1,500
Position B (July through December:; $50,000 x 8% x 6/12 = $2,000
Total ValuelLink Target = $3,500

Joe could earn from 0% to 150% of his ValueLink target of $3,500, depending on the level of
achievement in Company, Division and Individual ValueLink components. Employees
should contact their supervisor or their HR generalist if they have questions related to their
incentive target.

The Valuelink award may be prorated at the company’s discretion in the following
circumstances:

+ An employee who is hired between January 1 and November 1 may receive a prorated
award based on the number of months remaining in the Plan Year following the hire
date. : ’

¢ An employee who is not actively at work during the full Plan Year because of retirement,
death or total disability (if approved to receive Long-Term Disability Insurance benefits
under the GPE Welfare Plan) may receive a prorated award based on the length of
active employment during the year.

» Approved absences under the Family Medical Leave Act (FMLA) or military leave will not
reduce an employee's Valuelink award. Otherwise, an employee who has an absence
for any reason of two or more weeks during the year may receive a prorated award.

* An employee who transfers between a bargaining unit position and a non-union position
during the Plan Year will be eligible to partICIpate in this Plan and the Rewards Incentive
Plan on a prorated basis.

¢ Part-time employees will be eligible for a prorated amount based on their weekly
scheduled work hours. Awards paid under this Plan to an employee who works on a full-
time basis for part of the Plan Year and on a part-time basis (at least 24 hours per week)
for part of the Plan Year will be prorated.

Proration of awards under the Plan for any reason will be based on whole months. When an
event that results in proration occurs on other than the first day of the month, that month will be
included or excluded from the proration based on the following rules:

« If an action takes place between the 1st and 15th day of the month, it shall be
considered to have taken place as of the first of the month.

» If an action takes place on or after the 16th day of the month, it shall be
considered to have taken place as of the first day of the following month.

4-2-2012
Page 2




4) COMPONENTS OF VALUELINK — COMPANY, DIVISION, INDIVIDUAL

The total incentive award for each employee is based on four performance components. The
components and their corresponding weights are:

Components of ValueLink

Company Financial

G T Skasy

Division

Individual

Total ValueLink Incentive = 100%

2012 Valuelink award payments are determined by the cdmponent weightings and by
achievement of specific objectives within each component as described below.

Company Financial Component

The Company Financial component payout will be based on achievement of the following
objective:

' Company Financial Component — 20%

. P ‘Component
Scorecard Driver | Objective Weiaht
Financial Non-Fuel O&M, excluding nuclear 100%
Total Company Component Objective = 100%

The Plan Administrative Committee (PAC) determines the specific threshold, target and ,
maximum achievement levels for this objective. Year-end results against this objective will be
approved by the PAC, validated by the Business Planning and Compensation Departments and
may be subject to review and confirmation by the Internal Audit Department. Any changes to
company objectives and/or measures in the Plan Year must be approved by the PAC, tracked
by the Business Planning and Compensation Departments and will be subject to review by the
internal Audit Department throughout the Plan Year.

Payment based on the Company Financial component will be made only if the threshold
achievement level of the objective is met or exceeded. If the threshold is not met, payout for the
Company Financial component is 0%. Objective achievement percentages will be interpolated -
between 50% and 150%.. :

4-2-2012
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Company Operational Component

The Company Operational component payment will be based on achievement of the followmg
objectives:

Rcorecgrd Driver Obiecﬂtiv'e : ' %—w_e}g%f—m
Customer SAIDI (system-wide reliability in minutes) 25%
Customer JD Power Residential Customer Satisfaction Index 25%
T e M
Winning Culture | OSHA Incidence Rate - 25%
Total Company Operational Component 100%

The PAC determines the specific threshold, target and maximum achievement levels for each
objective. Year-end results against these objectives will be approved by the PAC, validated by
the Business Planning and Compensation Departments and may be subject to review and
confirmation by the Internal Audit Department.

Any changes to Operational objectives and/or measures in the Plan Year must be approved by
the PAC, tracked by the Business Planning and Compensation Departments and will be subject
to review by the Internal Audit Department throughout the Plan Year.

Payment for each of the objectives in the Company Financial component will be made only if the
threshold achievement level is met or exceeded. If the threshold achievement level is not met
on at least one objective then payout for the Company Operational component is 0%. Objective
achievement percentages will be interpolated between 50% and 150%. ’

Division Cbmponent

The Division component for each of the Supply, Delivery and Support divisions will include a
Division non-fuel O&M objective weighted at 25%. In addition, division leadership will select two
to four additional objectives for the Division component Each division will prepare a balanced
scorecard including these objectives.

If an-employee transfers between divisions during the Plan Year the Division component of the
incentive target will be based on the achievement of the division the employee is a33|gned to as
of 12/31/12 '

4-2-2012
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Below for illustration purposes only is an example of a hypothetical division’s objectives.

Division Component- 20% (Example Only) _

Scorecard Driver | Objective Weight
Financial ‘ Non-Fuel O&M 25% v
Customer Customer hold time 30%
Internal Process Improvements Implemented ' - 25%
Winning Culture Separation Rate 20%
Total Division Component 100%

Threshold, target and maximum achievement levels for each specific Division objective will be
determined by the division at the beginning of the Plan Year and approved by the respective
Officer or leader of the division and a PAC Officer. Year-end results against these objectives will
be collected and interpolated by the division, approved by the PAC Officer and may be subject
to review and confirmation by the Internal Audit Department. Any changes to Division :
component objectives and/or measures in the Plan Year must be approved by the PAC, tracked
by the Business Planning and Compensation Departments and will be subject to review by the
Internal Audit Department throughout the Plan Year.

In the event of a change in one or more Division component objectives, the PAC Officer must
sign the “2012 ValueLink & Rewards Change Form” and forward it to the Business Plannlng and
Compensation Departments.

The division officer may choose to have multiple sets of ValueLink objectives within'a division.

Payment for each Division component objective will be made only if the threshold achievement
level is met or exceeded. If the threshold level is not met on an objective then payout for that
objective is 0%. Objective achievement percentages will be interpolated between 50% and -
150%.

Individual Component

The Individual component of ValueLink makes up the remaining counts 20% of the employee s
overall award calculation.

Division officers and leaders will assign an individual achievement percentage to each
employee from 50% to 150%, based on successful completion of individual objectives and
overall performance, The total of all individual achievement percentages within a division may
not exceed 100%. These achievement percentages are subject to approval by each division’s .
respectlve PAC Officer.

Employees | rated as “Unacceptable” for the Plan Year are not ehglble for any- payout under the
ValueLink Plan.

4-2-2012
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5) INCENTIVE CALCULATION

Interpolation for objective achievement between 5§0% and 150% will be applied to each of the
Company Financial and Operational components and will be approved by the PAC. Division
objective achievement percentages will be approved by the both PAC Division Officer and the
PAC.

An individual participant's award under the Plan may be 0% to 150% of the target amount, ,
depending on achievement at or above the threshold level set for each of the objectives in the
Company Financial, Company Operational and Division components and by the individual
achievement percentage.

The basic Valuelink calculation will be as follows:

6-20% Company
omp o Company
) $$3 (Depending 20% Financlal Payout
on Job) Achievement
6-20% Company Company
$5% (Depending 40% Operational Operational | -
on Job) Achievement Payout
6-20% Divisi Divisional
: vision visiona
- 5 $58 (Depending 20% Achievement ‘Payout
on Job)
6-20% Individual Individual
ndividua ndividua
IVIEHS 388 (Depending 20% Achievement Payout
on Job)
) Total :
100% . ValueLink
Incentive

See Appendix B for an example of an individual Valuelink award calculation.

6) PAYMENT

Any payments under the 2012 ValueLink Incentive Plan would be made on or about March 15,
2013. At the sole discretion of the PAC, payments may be paid in cash, Great Plains Energy
Incorporated stock, or a combination of cash and stock.

Valuelink awards will be taxed as supplemental earnings.

7) PLAN ADMINISTRATION

The Chief Executive Officer of GPE shall appoint the PAC. The CEO retains the authorlty to
make changes to the composition of the PAC, including changes in membershlp deemed
necessary or prudent.

This PAC retains.the sole discretion to interpret, modify, suspend, amend or terminate this Plan
at any time for any resason. Any-medification or addendum to this Plan shall be effective on the

date specified in such modification or addendum an< distributed to participants, whether or not

4-2-2012

Page 6




each individual participant has received notice thereof. The PAC will conclusively determine
participation, calculation of incentive targets and actual incentives, payment of incentive and all
other matters necessary to administer this Plan.

Nothing in this Plan shall change the normal employee/employer relationship or be interpreted
as a guarantee of continued employment. This Plan or any action taken hereunder shall not be
construed as giving any right to be retained as an employee of KCP&L. Even though
performance expectation criteria are in place, no payment of incentive compensation awards
should be construed as an indication that overall job performance is satisfactory.

9) KEY DEFINITIONS
“Plan” or “the Plan" means the ValueLink Incentive Plan.

“Plan Year” means January 1, 2012 through December 31, 2012. This Plan remains in effect
until it is terminated, modified or amended.

“PAC" is the Plan Administrative Committee for the Valuelink and Rewards Incentive Pians.

Approval:

Michael Chesser
Chairman of the Board and Chief Executive Officer

Date:
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Appendix A — 2012 ValueLink Plan Metrics

VThre‘sH'old
60%

$554.4 $5518 $5475
107.00 '90.95 86.00
Bottom 1/2 Tier 2 Top 142 Tier 2 Bottom 1/2 Tier 1
875% 88.9‘7; . 90.5% ‘
226 1.88 1.60

Varies by Supply, Delivery or Support (see below)

Varies by Division {assumption made at 100% for.calculation})

+. INDIVIC.UAL ; S0% 100% 150%
$171.5 $1707 $1694
$115.6 .$1151 $1142 .
$101.9 $1014 $100.6

- TSAIDI (System Average Interruption Duration Index) is an industry standard measurement of electrical outages. The index represents the average length of time (in

minutes) that a customer experienced sustained electrical outages on the Utility's system during the year. The measurement defines the combined system outage duration
and outage frequency in one measure as applied to the entire customer base served.

z EAF (Equivalent Availability Factor) is a measure of the actual maximum capability of a unit (or system, in the case of multiple units) to generate electricity relative to the
theoretically possible amount. To the extent that a plant has no outages (forced or planned) and no equipment issues that limit capacity (forced or planned, commonly
referred to as derates), EAF would equal 100%. To the extent that a plant is off-line the entire time period being measured, the EAF would equal 0% as none of the capacity
is capable of being generated. } ) .

s The OSHA (Occupational Safety and Health Administration) Incidence Rate measures the OSHA recordable accidents that occur per 100 erhployees.

OSHA Incidence Rate = Number of Recordable Injuries x 200,000 + Work-hours.
4-2-2012
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‘Appendix B - Sample ValuelLink Calculation

Name: - Molly McGee ' ' Company Financial Target: ©$2560

Tite: Supv, Emp Training ' Company Operational Target: $1.280
Hligible morths in position: 12 Division Target: $1,280 .
Higible Pay: $80,000 ' . Individual Target: $1,280
Market incentive Target: . 8% Total Award Target Amount $6,40
) Actual Totd Payout .
Based on Resuts: $6,281.60 See calculation below
L Achieve-  Weighted - Actual
Weightings ment  Achievement  Payout 4
) : Total Compan,
ISVl 20% ——— x 100% Financial Non-Fuel O&M (iess nuclear) X————> 50% 0% § 540.00‘}— s 64000 00 0 szofn
Total Company Financia Achievement 10% "
" N
X 25% Customer SAIDI (system-wide reliability in minutes) X cmmwe—-p 125% 31% $ 800.00
X 25% Customer JD Power CustomerSat Index X ey 150% 38% $ 060.00 o Total Company
10% I . . >>—$ 297600 Operational
X 5% internal % Equivalent Availability (Coal units, y 125% 3% $ 800.00 Payout
Peak Months Only - June, July, August) ’ ’
Winning . . )
X 25% OSHA Incidence Rate Xe———p 65% 16% $ 416.00
Molly's VL Target Culture
Higible Pay x  Percent Total Company Operational Achievement 116%
($80,000) (8%)
X 25% Financial Division Non-Fuel O&M X o 100% 25% $ 320.00
X 25% Customer Customer Hold Time X ———p 110% 28%  § 35200 o .
20% S5 119360 o Delon
X 25% Intemazl Process !mprovements Implemented ¥ ———p 107% 271% $ 34240 Y
x 25% Internal Percent of Staff with Development Plans X —————p §6% 14% $ 179.20

Total Division Achievement 93%

20% ——— x 100% Assigned individual achievement percentage X

Individual

8% §1472.00 } s 147200 'O Individual
Payout

Total Individual Achievement 23%

Total VL

$6,281.60 Payout

*Division abjectives and results will vary by Division.

**Individual achievement percentages will vary by participant This achievement is assigned based on the individual's contributions during the plan year.



DATA REQUEST- Set CURB 20120518
Case: 12-KCPE-764-RTS
Date of Response: 06/18/2012
Information Provided By: N/A
Requested by: Smith Della

Question No. : CURB-72

Please provide a description of all incentive compensation programs provided to officers. For
each program, please provide a) a description of the program, b) the amount included in the
Company’s claim, and c) the actual amount incurred in each of the past three years.

Response:

a) For descriptions of all incentive compensation plans provided to officers, refer to the
Company’s response to KCC Data Request No. 63, as well as the Compensation Discussion and
Analysis section of GPE’s 2012 proxy statement (pages 24 to 46), filed with the Securities and
Exchange Commission, and linked here:
http://sec.gov/Archives/edgar/data/1143068/000104746912002999/a2207849zdef14a.htm.

b) The amount included in the rate case ﬁling for officers short-term incentive (AIP) equals the
actual payment received in March 2012 of $2,231,989 Total Company or $1,471,327 KCP&L
Total Company (both amounts are prior to joint partner billings). See adjustment CS-51.

The amount included in the rate case filing for officers long-term incentive (Equity Comp) is
equal to 50% of restricted stock $808,281.29 KCP&L Total Company. See adjustment CS-11.

c) The detail below contains the officer short-term incentive compensation (AIP) payout for each
of the last three years. The amounts represent actual payments for the preceding plan year.

Total Company KCP&L portion
2009 $ 0 $ 0
2010 $ 4,127,714 $ 2,877,017

2011 - $ 4593347 $ 3,201,563

The detail below contains the officer long-term incentive compensation expensed per the general
ledger during each of the last three years<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>