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INTRODUCTION 

Please state your name and business address. 

Racaivad 
on 

DEC 0 9Z013 
by 

State Corporation commission 
of Kansas 

My name is Ronald A. Klote. My business address is 1200 Main Street, Kansas City, 

Missouri 64105. 

By whom and in what capacity are you employed? 

I am employed by Kansas City Power & Light Company ("KCP&L" or the "Company") 

as Senior Manager - Regulatory Accounting. 

What are your responsibilities? 

My responsibilities include the preparation and review of accounting exhibits and 

schedules associated with KCP&L and KCP&L Greater Missouri Operations Company 

regulatory filings. I also have responsibility for the completion and filing of certain 

regulatory reports to the Federal Energy Regulatory Commission, Department of Energy 

and state regulatory commissions, among others. 
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Q: What is the purpose of your testimony? 1 

A: The purpose of my testimony is to: (i) describe the revenue requirement model and 2 

schedules that are used to support the rate increase KCP&L is requesting in this 3 

abbreviated proceeding (Schedules RAK-1 through RAK-3 attached to this testimony); 4 

and (ii) support the limited accounting adjustments authorized for this abbreviated case 5 

listed on the summary of adjustments (Schedules RAK-2 and RAK-4 attached to this 6 

testimony).  These adjustments support the expenditures associated with the 7 

environmental equipment installation at the La Cygne Generating Facility (the “La Cygne 8 

Environmental Project” or “Project”) and other amortizations discussed in KCP&L’s last 9 

rate case, Docket No. 12-KCPE-764-RTS (the “764 Docket”). 10 

Q: What is the result of the revenue requirement model for this case? 11 

A: The revenue requirement model supports KCP&L’s requested rate increase of 12 

$12,113,071. 13 

Q: Before you present your discussion, please describe your education, experience and 14 

employment history. 15 

A: In 1992, I received a Bachelor of Science Degree in Accountancy from the University of 16 

Missouri-Columbia.  I am a Certified Public Accountant holding a certificate in the State 17 

of Missouri.  In 1992, I joined Arthur Andersen, LLP holding various positions of 18 

increasing responsibilities in the auditing division.  I conducted and led various auditing 19 

engagements of company financial statements.  In 1995, I joined Water District No. 1 of 20 

Johnson County as a Senior Accountant.  This position involved operational and financial 21 

analysis of water operations.  In 1998, I joined Overland Consulting, Inc. as a Senior 22 

Consultant.  This position involved accounting and auditing projects in the electric, gas, 23 
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telecommunications and cable industries.  In 2002, I joined Aquila, Inc. holding various 1 

positions within the Regulatory department until 2004 when I became Director of 2 

Regulatory Accounting Services.  In this position I was primarily responsible for the 3 

planning and preparation of all accounting adjustments associated with regulatory filings 4 

in the electric jurisdictions.  As a result of the acquisition of Aquila by KCP&L, I began 5 

my employment with the Company as Senior Manager – Regulatory Accounting in July 6 

2008. 7 

Q: Have you previously testified in a proceeding before the Kansas Corporation 8 

Commission (“Commission” or “KCC”) or before any other utility regulatory 9 

agency? 10 

A: Yes.  I testified before the Commission in Docket No. 10-KCPE-415-RTS (the 11 

“415 Docket”) and in the 764 Docket.  I have also testified before the California Public 12 

Utilities Commission, the Public Utilities Commission of Colorado, and the Missouri 13 

Public Service Commission. 14 

II. REVENUE REQUIREMENT MODEL AND SCHEDULES 15 

Q: What is the purpose of Schedules RAK-1 through RAK-3? 16 

A: These schedules represent the key outputs of the Company’s revenue requirement model 17 

used to support the rate increase that KCP&L is requesting in this proceeding.  Schedule 18 

RAK-1 shows the revenue requirement calculation.  Schedule RAK-2 lists the rate base 19 

components which identify what rate base components are being adjusted in this 20 

abbreviated rate case.  Schedule RAK-3 is the adjusted income statement. 21 

Q: What is the purpose of Schedule RAK-4? 22 

A: Schedule RAK-4 is a summary of cost of service adjustments. 23 
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Q: Were the schedules prepared either by you or under your direction? 1 

A: Yes, they were. 2 

Q: What adjustments is the Company requesting the Commission consider in this case? 3 

A: As discussed in the Direct Testimony of KCP&L witness Mr. Darrin R. Ives, this docket 4 

is an abbreviated rate case and KCP&L’s request is limited to those items approved by 5 

the Commission in the 764 Docket for consideration in this abbreviated rate case.  6 

Q: Please explain. 7 

A: Section III.10.F. in the Partial Settlement Agreement dated September 28, 2012 and 8 

approved by the Commission in the 764 Docket (“764 Settlement”), allowed for an 9 

abbreviated rate proceeding relating to the Company’s La Cygne Environmental Project. 10 

Q: What specific guidelines were given in the 764 Settlement? 11 

A: The 764 Settlement stated the following: 12 

The Signatory Parties agree not to contest KCP&L’s request for 13 
Commission pre-approval for KCP&L to file an abbreviated rate 14 
proceeding in accordance with K.A.R. 82-1-231(b)(3).  Items for 15 
consideration in such an abbreviated proceeding include:  CWIP for the 16 
LaCygne environmental project and the two regulatory asset items noted 17 
at the end of Bill Baldry’s testimony.  [764 Settlement, at pp. 7-8.] 18 

Q: Which two regulatory asset items were discussed in Mr. Baldry’s testimony in the 19 

764 Docket? 20 

A: Mr. Baldry discusses in his Direct Testimony the amortization of (1) the FAS 1581 21 

pension and Other Post-Employment Benefits (“OPEB”) deferrals which will be fully 22 

amortized by July 31, 2014, and (2) rate case expense approved in the 415 Docket which 23 

will be fully amortized by the end of January 2015.  Mr. Baldry’s testimony suggests that 24 

the amortization amounts for pension and OPEB be removed from the cost of service. 25 
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Q: How does the abbreviated and limited nature of this rate case impact the process 1 

used to determine the requested rate increase? 2 

A: Instead of using an historical test year, the Company has set as its base a revenue 3 

requirement model that ties to the accounting schedules that support the increase 4 

authorized in the 764 Docket on a total Company basis.  The Company has frozen the 5 

capital structure, certain rate base components and jurisdictional allocations within the 6 

model.  From there, a limited number of adjustments were made as will be described 7 

below.  Only the adjustments associated with those items identified in the 764 Settlement 8 

discussed above were included. 9 

Q: Please describe the rest of the ratemaking process. 10 

A: KCP&L then allocated the adjusted balances from the Order in the 764 Docket 11 

(“764 Order”) to arrive at operating revenues, operating expenses, and rate base 12 

applicable to the Kansas jurisdiction based upon the allocation percentages approved in 13 

the 764 Docket.  Operating expenses were subtracted from operating revenues to arrive at 14 

operating income.  The net original cost of rate base was then multiplied times the rate of 15 

return authorized in the 764 Docket to determine the net operating income requirement.  16 

This was compared with the net operating income available to determine the additional 17 

net operating income before income taxes that would be needed to achieve the authorized 18 

rate of return.  Additional current income taxes were then added to arrive at the gross 19 

revenue requirement.  This requested rate increase is the amount necessary for KCP&L to 20 

recover its prudently incurred costs. 21 

                                                                                                                                             
1  Financial Accounting Standards (FAS) 158, Employers’ Accounting for Defined Benefit Pension and Other 
Postretirement Plans-An Amendment of FASB Statements No. 87, 88, 106, and 132(R). 



 6

III. ACCOUNTING ADJUSTMENTS 1 

Q: What adjustments does the Company propose for this case? 2 

A: Based upon the 764 Settlement referenced above, the Company has made the following 3 

adjustments to the revenue requirement model: 4 

 RB-20  Plant in Service 5 

 RB-21  Construction Work in Progress – Rate Base 6 

 RB-30  Accumulated Depreciation Reserve 7 

 RB-125  Accumulated Deferred Income Taxes 8 

 CS-61  OPEB Employer Share 9 

 CS-65  Annualized Pension Expense 10 

 CS-80  Rate Case Expense-Amortization of Regulatory Asset 11 

 CS-120  Depreciation Expense 12 

 CS-125  Income Taxes 13 

ADJUSTMENT RB-20 – PLANT IN SERVICE 14 

Q: Please explain adjustment RB-20. 15 

A: KCP&L rolled forward the Commission-approved Kansas-basis plant balances relating to 16 

the La Cygne Environmental Project to February 28, 2014, by using the Company’s 17 

actual Project plant additions through October 31, 2013 as well as Company projections 18 

for plant additions for November 2013 through February 2014. 19 

Q: Will the projections used be updated for actual expenditures? 20 

A: Yes.  Historically, the Company has projected various cost of capital, rate base and net 21 

operating income components out to a date when the KCC Staff (“Staff”) would be 22 

performing their audit work in preparation for their filings.  We have continued with the 23 
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established practice of anticipating a cut-off date.  Based on the filing date of this rate 1 

case, use of the February cut-off date for inclusion of actual costs is consistent with cut-2 

off dates used in recent KCP&L and Westar rate cases.2 3 

Q: Please identify the impact of adjustment RB-20. 4 

A: Adjustment RB-20 increase to plant in-service can be found on Schedule RAK-2. 5 

ADJUSTMENT RB-21 – CONSTRUCTION WORK IN PROGRESS 6 

Q: Please explain adjustment RB-21. 7 

A: As allowed by K.S.A. 66-128, KCP&L has included in its rate base request the 8 

anticipated February 28, 2014 Construction Work in Progress (“CWIP”) balance for the 9 

La Cygne Environmental Project. KCP&L witness Mr. Robert N. Bell discusses the 10 

status of the La Cygne Environmental Project in his Direct Testimony. 11 

Q: How was the February 28, 2014 anticipated CWIP balance derived? 12 

A: KCP&L rolled forward the June 30, 2012 CWIP balance for the La Cygne Environmental 13 

Project included in the 764 Docket to the actual CWIP balance for the Project on the 14 

accounting books as of October 31, 2013.  Projections were then added for the period 15 

covering November 2013 to February 2014.  In addition, anticipated plant in-service 16 

additions expected to close between November 2013 and February 2014 were removed 17 

from the CWIP balances as they were considered in adjustment RB-20. 18 

Q: Will the projections be updated with the actual expenditures? 19 

A: Yes, as with the La Cygne plant in-service amounts, the Company anticipates the actual 20 

February 28, 2014 Project CWIP balance will replace the budgeted February 28, 2014 21 

amount. 22 

                                            
2  See Docket No. 12-KCPE-764-RTS; and Docket No. 13-WSEE-629-RTS,. 
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Q: Please identify the impact of adjustment RB-21. 1 

A: Adjustment RB-21 increase to CWIP’s inclusion in rate base can be found on Schedule 2 

RAK-2. 3 

ADJUSTMENT RB-30 – RESERVE FOR DEPRECIATION 4 

Q: Please explain adjustment RB-30. 5 

A: As described below, KCP&L rolled forward the June 30, 2012 depreciation reserve 6 

balance in two steps for the La Cygne Environmental Project included in the 764 Docket 7 

to balances projected as of February 28, 2014. 8 

Q: How was this roll-forward accomplished? 9 

A: The depreciation provision component was calculated in two steps:  (i) first, an estimate 10 

of  depreciation expenses through February 28, 2014 attributable to actual La Cygne 11 

Environmental Project plant through October 31, 2013 was calculated.  The estimated 12 

provision for actual plant in-service was based on the in-service date and when charges 13 

were unitized to plant; and (ii) second, an estimate of depreciation expense through 14 

February 28, 2014 attributable to projected La Cygne Environmental Project plant 15 

additions from November 2013 through February 2014 was calculated.  In the second 16 

step, because the only additional La Cygne Environmental Project plant additions that are 17 

projected to go in-service occur in December 2013, the projected depreciation provision 18 

represents only two and one-half months.  19 

Q: Please identify the impact of adjustment RB-30. 20 

A: Adjustment RB-30 increase to reserve for depreciation can be found on Schedule RAK-2. 21 
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ADJUSTMENT RB-125 – ACCUMULATED DEFERRED INCOME TAXES 1 

Q: Please explain adjustment RB-125. 2 

A:  Deferred income taxes represent the tax on timing differences for deductions and income 3 

reported on KCP&L’s income tax returns compared to what is reported for book 4 

purposes. Accumulated Deferred Income Taxes (“ADIT”) represent the accumulated 5 

balance of those income tax timing differences at a point in time.  KCP&L used the 6 

ADIT balance as approved in the 764 Docket as its beginning balance.  Adjustment 7 

RB-125 adjusts this amount for the impact of the La Cygne Environmental Project plant 8 

additions as included in this case. 9 

Q: Why would the change in plant balance included in rate base impact the ADIT 10 

balance? 11 

A:  ADIT liabilities such as accelerated depreciation are considered a cost-free source of 12 

financing for ratemaking purposes.  Ratepayers should not be required to provide for a 13 

return on plant in-service that has been funded by the government in the form of reduced 14 

(albeit temporarily) taxes.  As a result, ADIT liabilities are reflected as a rate base offset 15 

(reduction in rate base).  Thus the increase in plant in-service included in this case would 16 

cause an increase in the ADIT reduction to rate base. 17 

Q: Please identify the impact of adjustment RB-125. 18 

A: Adjustment RB-125 increase to accumulated deferred income taxes (decrease to rate 19 

base) can be found on Schedule RAK-2. 20 
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ADJUSTMENT CS-61 – OTHER POST-EMPLOYMENT BENEFITS  1 

Q: Please explain the adjustment related to OPEB. 2 

A: The OPEB-related FAS 158 regulatory asset was established as $1,985,626 at 3 

December 31, 2008 ($875,222 Kansas jurisdictional share), after allocation to joint 4 

owners.  Amortization included in rates at August 1, 2009, after amounts capitalized, was 5 

$296,851 per year ($130,846 per year Kansas jurisdictional share).  The Company was 6 

authorized to amortize this asset over five (5) years beginning August 1, 2009.  Given 7 

that the OPEB FAS 158 regulatory asset will be fully amortized as of July 31, 2014, 8 

Adjustment CS-61 removes the amortization amount from the cost of service.  9 

Q: Please identify the impact of adjustment CS-61. 10 

A: Adjustment CS-61 impact can be found on Schedule RAK-4. 11 

ADJUSTMENT CS-65 – PENSIONS 12 

Q: Please explain the adjustment related to pensions. 13 

A: The pension-related FAS 158 regulatory asset was established as $7,393,362 at 14 

December 31, 2008 ($3,258,839 Kansas jurisdictional share), after allocation to joint 15 

owners.  Amortization included in rates at August 1, 2009, after amounts capitalized, was 16 

$1,122,805 per year ($494,909 per year Kansas jurisdictional share).  The Company was 17 

authorized to amortize this asset over five (5) years beginning August 1, 2009.  Given 18 

that the pension FAS 158 regulatory asset will be fully amortized as of July 31, 2014, 19 

Adjustment CS-65 removes the amortization amount from the cost of service. 20 

Q: Please identify the impact of adjustment CS-65. 21 

A: Adjustment CS-65 impact can be found on Schedule RAK-4. 22 
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ADJUSTMENT CS-80 – RATE CASE EXPENSE-AMORTIZATION OF REG ASSET 1 

Q: Please explain the adjustment related to rate case expense. 2 

A: First, this adjustment impacts the rate case expense amortizations received for cases prior 3 

to the 764 Docket which are scheduled to be fully amortized by the end of January 2015.  4 

For the cases prior to the 764 Docket which will have relatively small outstanding 5 

deferrals and only a few months remaining of amortization expense at August 2014, this 6 

adjustment re-computes the remaining months to amortize the remaining deferred amount 7 

to more closely match the anticipated timing of future rate changes that will occur 8 

associated with the conclusion of the La Cygne Environmental Project.  The amortization 9 

time period has been extended to 18 months on the remaining deferred balances at 10 

August of 2014.  Secondly, for the amortization level associated with the approved rate 11 

case expense for the 764 Docket, no adjustment has been made as the amortization period 12 

is set to end at approximately the same time as the expected effective date of new rates in 13 

the next filed rate case.   14 

Q: Please identify the impact of adjustment CS-80. 15 

A: Adjustment CS-80 impact can be found on Schedule RAK-4. 16 

ADJUSTMENT CS-120 – DEPRECIATION 17 

Q: Please explain adjustment CS-120. 18 

A: KCP&L annualized depreciation expense by applying the jurisdictional depreciation rates 19 

used in the 764 Docket to adjusted plant in-service balances associated with the La Cygne 20 

Environmental Project plant in-service additions as of February 28, 2014. 21 

Q: Please identify the impact of adjustment CS-120. 22 

A: Adjustment CS-120 impact can be found on Schedule RAK-4.   23 
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ADJUSTMENT CS-125 – INCOME TAXES 1 

Q: Please explain adjustment CS-125. 2 

A: For purposes of this abbreviated case, only the income tax components directly related to 3 

the adjustments identified in the 764 Settlement discussed above will be taken into 4 

consideration for the income tax calculation.  This includes updating the straight line tax 5 

depreciation computation for changes in the straight line book basis to tax basis ratio for 6 

the additional La Cygne Environmental Project plant in-service. 7 

Q: Please identify the impact of adjustment CS-125. 8 

A: Adjustment CS-125 impact can be found on Schedule RAK-4.  9 

Q: Does that conclude your testimony? 10 

A: Yes, it does. 11 
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