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BEFORE THE STATE CORPORATION COMMISSION .
OF THE STATE OF KANSAS APR.1 5 2013
. -«
In the Matter of the Applications of ) by '
lssion
Westar Energy, Inc. and Kansas Gas ) State m;‘ﬁ(‘&'lgf i
and Electric Company for Approval to ) Docket No. I3 -WSEE-£29-£LTS
Make Certain Changes in their )
Charges for Electric Service. )
JOINT APPLICATION

COME NOW Westar Energy, Inc. (Westar Energy) and Kansas Gas and Electric
Company (KGE), (collectively, Westar), pursuant to K.S.A. 66-117 and K.A.R. 82-1-
231(b)(3)(A) and file this Joint Application to make changes to their charges for electric
service. Westar requests that the proposed rate changes become effective in accordance
with the statute and regulation. Westar respectfully states as follows:

1. This Joint Application is made pursuant to the Commission’s regulations
that allow Westar to make an “abbreviated filing” when filing within 12 months of the
Commission’s order in a prior rate case. Under these regulations, Westar can eliminate
data that duplicates information provided in the prior case. K.A.R. 82-1-231(b)(3)(A).

2. This Joint Application is made in order to include in Westar’s rates costs
associated with the construction of environmental upgrades at the La Cygne Generating
Station (La Cygne). Westar’s ﬁliﬂg in this docket updates its costs to reflect the
completion of certain components of the environmental upgrades at LLa Cygne and
construction work in progress for those components still under construction. This
Application also incorporates into Westar’s rates an updated amortization period for costs
incurred during the 2007 ice storm. Finally, Westar is providing two class cost of service
studies, a proposed cost allocation, and several rate design proposals. Westar’s proposals

for cost allocation and rate design are designed to take a meaningful step toward aligning



its rates and rate structure so that rates charged each class of customers more closely
reflect the true economic cost to serve each class of customers. The results of this
meaningful step are to reduce the current subsidy received by residential and general
service customers and to lower rates for Westar’s largest customers to help them be more
competitive in the marketplace. Westar’s proposal will also lower rates for schools and
medium-sized commercial and industrial customers. The recommended change is
aligned with two important goals: first, the state’s broader goal of strengthening the
Kansas economy and fostering the creation and retention of jobs in Kansas; and second,
encouraging a more economically efficient allocation of resources.
3. Persons to whom correspondence and communications regarding this

filing should be addressed, in addition to counsel, are as follows:

Jeffrey Martin

Vice President, Regulatory Affairs

Westar Energy, Inc.

818 South Kansas Avenue

P.O. Box 889

Topeka, Kansas 66601

Phone: (785) 575-6362

e-mail: Jeff.Martin @westarenergy.com
L AUTHORITY FOR JOINT APPLICATION

4. In order for Westar to utilize the provisions of K.A.R. 82-1-231(b)(3)(A),

Westar must have obtained prior permission from the Commission to file under this
regulation and Westar must be willing to “adopt all the regulatory procedures, principles,
and rate of return established by the Commission” in the previous order.

S. Westar received permission from the Commission to make an

“abbreviated filing” in Docket No. 12-WSEE-112-RTS. In the Commission’s Order



approving the Stipulation and Agreement in that docket, the Commission granted Westar
authority to address the following issues in this abbreviated rate case:
A. an update to rates to include capital costs incurred
by Westar related to environmental projects at La
Cygne that were approved by the Commission in
Docket No. 11-KCPE-581-PRE, up to the amount
of costs approved by the Commission in that docket
but not included in rates in the 112 Docket;
B. an update to rates to reflect the expiration of the
amortization period for costs associated with the
2007 ice storm that were initially included in
Westar’s cost of service in Docket No. 08-WSEE-
1041-RTS; and

C. class cost of service, class cost allocation, and rate
design.

See Stipulation and Agreement, Attachment 2 to April 8 Order, at {f 25-27.

6. Westar’s filing adopts all of the Commission’s rulings in Docket No. 12-
WSEE-112-RTS. As required, Westar’s filing is based on the precise cost of capital
adopted in the Stipulation and Agreement and the Commission’s Order approving the
Stipulation and Agreement in Docket No. 12-WSEE-112-RTS. See Order Approving
Nonunanimous Stipulation and Agreement with Modification, Docket No. 12-WSEE-
112-RTS, at Ordering { B (April 18, 2012) (April 18 Order); Stipulation and Agreement,
Attachment 2 to April 18 Order, at { 18 and 25. Westar also requests that the
Commission take administrative notice of the following items from Docket No. 12-
WSEE-112-RTS: Westar’s application, schedules, and supporting testimony, the
Stipulation and Agreement of all parties in the docket and the Commission’s Order

approving the Stipulation and Agreement.



7. In compliance with the requirements of K.A.R. 82-1-218(a), Westar
Energy and KGE have heretofore filed with the Commission certified copies of their
Articles of Incorporation under which each was organized and all amendments thereto
and restatements thereof, and the same are incorporated herein by reference.

II. SUMMARY OF THE FILING

8. The testimony of six witnesses and the schedules required by K.A.R. 82-
1-231(b)(3)(A) are filed in support of this Joint Application.

9. The names of the witnesses and the subject of each witness’ testimony are:

Greg Greenwood Overview of filing and summary of adjustments;
summary of class cost of service studies and cost

allocation proposal; summary of rate design
proposals; and impact of filing on customers

John Bridson Overview and cost summary of the environmental
projects at La Cygne
Terry Wilson Proposal for a new tariff to encourage and facilitate

economic development

Kevin Kongs Accounting adjustments
Paul Raab Class Cost of Service Study
Dick Rohlfs Rate Design

10. The schedules filed with this Joint Application establish a gross revenue
deficiency of $31.7 million. The proposed revenues are just and reasonable and
necessary to assure continuing, adequate, and efficient utility service and to maintain
Westar’s financial integrity.

11. As stated above, this filing updates Westar’s revenue requirement for
costs associated with the construction of environmental upgrades at La Cygne. The

Commission approved these upgrades in Docket No. 11-KCPE-581-PRE, along with cost



recovery for up to $615 million. This amount is equal to Westar’s 50% share of the
approved amount. Through this Joint Application, Westar expects approximately half of
its project costs for the La Cygne environmental upgrades will be reflected in its tariffs.
See Order Granting KCP&L Petition for Predetermination of Rate-making Principles and
Treatment, Docket No. 11-KCPE-581-PRE (August 19, 2011).

12. Westar proposes to update its revenue requirement to include the
investment it has made for the approved environmental projects at La Cygne through
June 30, 2013. Actual costs will be available through June 30, 2013, before Staff and
other intervenors file their direct testimony in this docket. This will allow parties
sufficient time to audit and review the actual investments. The adjustments related to the
La Cygne environmental project increase Westar’s revenue requirement by $41.3 million.

13. This filing also updates the amortization period for costs Westar incurred
when restoring service after the 2007 ice storm. Westar proposes to eliminate the
original regulatory asset created after the ice storm and amortize only the remaining costs
not yet recovered over a short time period. This reduces Westar’s revenue requirement
by $10.2 million.

14. Finally, this filing contains Westar’s class cost of service studies and
proposal for cost allocation and rate design. Westar is presenting two class cost of
service studies, using two prominent methods recognized in the industry — one
historically used by Westar (4-CP) and one historically used by Commission Staff (Peak
and Average). Because there is no “absolute” cost of service analysis that can be relied
upon, Westar has chosen to complete studies utilizing the two dominate methods in the

industry to create a range, or “playing field,” of reasonable allocations of costs among



classes. Both studies reveal that significant subsidies exist among Westar’s customer
classes and that current rates are inconsistent with sound cost allocation and fairness, as
the rates reflect neither of the two methods, nor any area between them. More
specifically, the large and medium industrial and commercial classes and schools are
subsidizing Westar’s residential and small general service customers. Westar believes
that the public interest will be advanced by making meaningful progress in eliminating
these subsidies and ensuring that customers’ rates are based on the actual cost to serve
them. Westar has proposed the most modest cost allocation possible that would adjust
rates for all customer classes to move them at least to the edge of the playing field, in
terms of established cost allocation methods. This is accomplished by moving rates to or
very close to a point that equalizes the rates of return using the Peak and Average class
cost of service method for all classes except small general service. Small general service
rates are moved to a point that equalizes the rate of return using the 4-CP method. The
only exceptions to this for some of the classes relate to adjusting the allocations slightly
to account for concerns about customer migration. Using the results of this method
yields the smallest step possible for each class of customers, yet yields a result that is
within the range of reasonableness as defined by the two cost allocation methods.

15. Through the cost allocation proposal, Westar is presenting the
Commission with an opportunity to take a meaningful step to reduce class cross-subsidies
that exist today as a result of changes that have occurred over a long period of time. This
will provide benefits to the state’s economy and result in a more efficient allocation of
resources. Given the sluggishness generally of the U.S. economy, Kansas businesses can

no longer afford to bear the cost of these subsidies if Kansas is to win the battle to create



and retain jobs and grow its tax base. Businesses have many choices about where they
invest and how much they produce. Things such as taxes and the quality, cost, and
availability of labor and energy are key inputs to those decisions. By eliminating the
class cross-subsidies, Westar can maintain competitive rates for its larger commercial and
industrial customers — both on a regional and national level — and contribute to the effort
to make Kansas a more attractive place to do business. Moreover, Westar's rates for
residential and small commercial customers will remain competitive in the region and
substantially below the national average.

16. In addition to the rate design it proposes, Westar's Joint Application
further fosters economic growth in Kansas with its proposal for a new economic
development rider (EDR). The proposed EDR is designed to allow state and local
economic development organizations and Westar more flexibility to work with potential
new or expanding businesses that are considering whether to locate or expand facilities in
Kansas.

17. Westar also recognizes the need to assist low-income customers,
including addressing the result of an increase related to the proposed rate design. As part
of the proposed EDR, Westar proposes to create a fund, to be administered by a third
party, to provide low-income energy assistance to customers. Westar is also proposing to
take the revenues it receives through its Renewable Energy Program Rider (RENEW) and
add those dollars to the low-income assistance fund instead of flowing the RENEW
revenues back through its fuel clause to all customers.

18. Westar is also proposing several adjustments to its rate design that will

further help low-income customers manage the effects of the proposed rate adjustments.



Specifically, Westar proposes changes to its inclining block rate structure for the summer
months that will most benefit typically lower-using, low income customers, yet retain the
conservation motivation of the inclining block structure.

19.  If Westar’s request is approved, its revenue requirement would increase by
1.7%. The average increase for residential customers under Westar’s proposal would be
8.1% or 25 cents per day ($7.50/month). Six out of ten residential customers will
experience an increase that is less than the average of 25 cents per day, with a little more
than a third of those customers experiencing an increase of only about 13 cents per day
($4.00 per month).

III. REQUEST FOR COMMISSION DECISION

20. Westar requests that the Commission issue its order within six (6) months
of the date it files its Joint Application. This is an abbreviated proceeding with only two
revenue requirement adjustments at issue, both of which are a result of previous orders by
the Commission. As a result, and consistent with the Commission's interest in making
regulation more efficient, the discovery process, filing of testimony, and hearing can be
completed in sufficient time to allow the Commission to issue its order by October 15,
2013.

WHEREFORE, Westar requests that the Commission (1) take administrative
notice of the following items from Docket No. 12-WSEE-112-RTS:  Westar’s
application, schedules and supporting testimony, the Stipulation and Agreement of all
parties in the docket, and the Commission’s order approving the Stipulation and
Agreement; (2) permit Westar’s revised schedules of rates for electric service to become

effective as proposed, in order to increase the annual revenues for electric service by



$31.7 million; (3) accept Westar’s cost allocation and rate design proposals; and (4) issue
its order by October 15, 2013, and that the Commission grant such other and further relief

as it deems just and reasonable.

Respectfully submitted,

WESTAR ENERGY, INC.

(ot frrys Yeigosd
Cathryn J. Difiges, #208487

Senior Corporate Counsel

818 South Kansas Avenue

Topeka, Kansas 66612

(785) 575-1986; Telephone

(785) 575-8136; Fax

Cathy.Dinges @westarenergy.com




VERIFICATION

STATE OF KANSAS )
) Ss:
COUNTY OF SHAWNEE )

Cathryn J. Dinges, being duly sworn upon her oath deposes and says that she is
one of the attorneys for Westar Energy, Inc.; that she is familiar with the foregoing Joint
Application; and that the statements therein are true and correct to the best of her

knowledge and belief.

\f% Wﬂe—:
Cathiryn Dinge

SUBSCRIBED AND SWORN to before me this 15 day of April, 2013.

Notary Public

My Appointment Expires: [ 2%[20/ 6

A_ Donna G. Goodman
NOTARY m~STATE
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Media contact:

Gina Penzig,
director, corporate
communications
Phone: 785.575.8089

o " . i b ) o boviaa . .
. . v gina.penzig@W estarEnergy.com
o C - C esta’ ] :Y]E?gy@ Investor contact:

Bruce Burns,

director, investor relations
Phone: 785.575.8227
bruce.burns@W estarEnergy.com

WESTAR FILES FOLLOW-UP RATE REQUEST TO RECOVER
ENVIRONMENTAL COSTS

TOPEKA, Kan., April 15, 2013 — Westar Energy, Inc. (NYSE:WR) today filed with the
Kansas Corporation Commission (KCC) a request to increase rates by $31.7 million or about 1.7
percent. Westar is incurring about $42 million more in costs as a result of EPA requirements to
upgrade one of its power plants; but will offset about $10 million of that with cost reductions
elsewhere.

Westar’s request also includes re-examining how rates are set for different types of
customers, a more flexible economic development program and a fund to assist low income
customers.

“Electricity provides great value, and we are looking to the commission to allow us tools
that help keep it affordable as costs rise,” Mark Ruelle, president and CEO, said. “First, we need
to make sure rates are fair and reflect the cost of providing service to each type of customer.
Second, we would like more flexibility in partnering with our communities to attract expanding
and new business. Finally, we recognize that some of our customers simply need help managing

the costs of living, including their energy bills.”

Page 1 of 3



Westar Energy files follow-up rate request Page 2 of 3

Overall, Westar Energy’s rates remain a good value and competitive when compared
with the nation and neighboring states. However in recent years, rates for larger businesses have
risen higher than those in some n?ighboring states and no longer reflect the cost of providing
electricity to these firms. Westar’s proposal takes steps toward correcting this to help Kansas
remain competitive.

In addition, Westar is proposing a program to allow more flexibility and opportunity to
partner with community economic development offices to attract businesses and encourage
expansion.

“Many of the investments we must make to meet federal laws are the same regardless of
how many units of electricity we sell. If we can help expand the state’s economy, these costs are
spread over a broader base and everyone benefits,” Ruelle said.

Correcting the cost allocation means that costs for residential customers will increase. For
about a quarter of our residential customers, about 150,000 homes that use less than 500 kilowatt
hours per month, the proposed increase will be $4 per month, or about 13 cents per day. For
households with higher consumption of about 900 kilowatt hours per month, the proposed
increase will be about $7.50 per month, or about 25 cents per day.

“We know that even a few cents more per day can strain some budgets, so we have
suggested a low-income fund that would be administered by a third party to help those
community members most in need,” Peggy Ricketts, vice president, Customer Care, said. The
fund will complement Westar’s long-standing commitment to Project DESERVE.

Westar’s filing is based on the results of a 2011 rate review.

-30-



Westar Energy files follow-up rate request Page 3 of 3

Westar Energy, Inc. (NYSE: WR) is Kansas’ largest electric utility. For more than a century, we have provided
Kansans the saf, reliable electricity needed to power their businesses and homes. Every day our team of professionals takes on
projects to generate and deliver electricity, protect the environment and provide excellent service to our nearly 700,000
customers. Westar has 7,400 MW of electric generation capacity fueled by coal, uranium, natural gas, wind and landfill gas. We
are also a leader in electric transmission in Kansas. Our innovative customer service programs include mobile-enabled customer
care, a smart meter pilot project and paving the way for electric vehicle adoption. Our employees live, volunteer and work in the
communities we serve.

For more information about Westar Energy, visit us on the Internet at http://www. WestarEnergy.com. Westar Energy is
on Facebook: www.Facebook.com/WestarEnergylnc and Twitter: www. Twitter.com/WestarEnergy.

Forward-looking statements: Certain matters discussed in this news release are “forward-looking statements.” The
Private Securities Litigation Reform Act of 1995 has established that these statements qualify for safe harbors from liability.
Forward-looking statements may include words like “believe,” “anticipate,” “target,” “expect,” “pro forma,” “estimate,”
“intend,” “guidance” or words of similar meaning. Forward-looking statements describe future plans, objectives, expectations or
goals. Although Westar Energy believes that its expectations are based on reasonable assumptions, all forward-looking
statements involve risk and uncertainty. The factors that could cause actual results to differ materially from these forward-looking
statements include those discussed herein as well as (1) those discussed in the company’s Annual Report on Form 10-K for the
year ended Dec. 31, 2012 (a) under the heading, “Forward-Looking Statements,” (b) in ITEM 1. Business, (¢) in ITEM 1A, Risk
Factors, (d) in ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations, and (e) in
ITEM 8. Financial Statements and Supplementary Data: Notes 13 and 15; and (2) other factors discussed in the company’s filings
with the Securities and Exchange Commission. Any forward-looking statement speaks only as of the date such statement was
made, and the company does not undertake any obligation to update any forward-looking statement to reflect events or
circumstances after the date on which such statement was made.



(v) (¢) () 1L£2-1-28 "¥'V') 03 Juensind pue S1Y-Z1L-3ISM-ZL ON 133900
"ou| ‘ABiau3z Jejsapp Jo Z uonoag AJd1|qnd pUe UOHBULIOJU| [BIDUS BY) O} 8DUDIBBY

| Jo | abed 110Z ‘L€ YoIB\ papud Jes 1sa| aseD ajey pajelraIqqy
UOIeULIOJU| |BIBUSS) |le}oy 1B PaAISS S8IUNWIWOD PUB SUMO| ‘SailiD)

¢ uonoss ANYJNOD O1Y10373 ANV SYO SYSNVYM PUB "ONI ‘ADHINT HV.LSIM



SECTION 3

Summary of Rate Base,
Operating Income & Rate Return
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SECTION 4

Plant Investments
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SECTION 5

Accumulated Provision for
Depreciation, Amortization & Depletion
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SECTION 6

Working Capital
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SECTION 7

Capital and Cost of Money
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SECTION 8

Financial and Operating Data
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SECTION 9

Test Year and Pro Forma
Income Statements
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SECTION 10

Depreciation and Amortization
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SECTION 11

Taxes
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SECTION 12

Allocation Ratios
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SECTION 13

Annual Report to Stockholders & the
U.S. Securities and Exchange
Commission
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SECTION 14

Rate Base Deductions
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SECTION 15

Financial Statements
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SECTION 16

Revenue, Sales & Customer Data
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