
BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In the Matter of Laclede Gas Company’s                      )          File No.  GR-2017-0215 
Request to Increase Its Revenue for Gas Service        )          

 
In the Matter of Laclede Gas Company d/b/a               )          File No.  GR-2017-0216 
Missouri Gas Energy’s Request to Increase Its            )          
Revenues for Gas Service                                            ) 

 
STAFF’S REPLY AFFIDAVIT REGARDING TAX CUTS AND JOBS ACT 

 
 COMES NOW the Staff of the Missouri Public Service Commission, by and 

through counsel, and for its Reply Affidavit Regarding Tax Cuts and Jobs Act in 

this matter hereby states: 

1. The Commission issued an Order January 18, 2018, ordering Spire 

Inc. and Staff to file affidavits explaining the adjustments necessary to reflect 

changes in the cost of service for Spire Inc.’s LAC and MGE divisions resulting 

from the Tax Cuts and Jobs Act amending the Internal Revenue Code of 1986. 

Spire Inc. filed its Affidavit January 23. Staff now files its Reply. 

2. Attachment A to this pleading outlines Staff’s review of this issue and 

responds to certain points addressed by the Company in its Affidavit and related 

cover pleading. Attachment B to this pleading is an order of the  

Kansas Corporation Commission regarding deferral of the Tax Cuts and Jobs 

Act’s impacts in Kansas. Staff has conducted the most comprehensive review of 

the impacts of the Act possible at this time due to the recent enactment of the Act 

and has provided for the Commission’s consideration, several methodologies to 

address the effect of the Act on Spire Missouri going forward. 



WHEREFORE, Staff prays the Commission will accept this Reply as a full 

and just accounting of Staff’s review; and grant such other and further relief as 

the Commission considers just in the circumstances. 

/s/ Whitney Payne  
Whitney Payne  
Legal Counsel  
Missouri Bar No. 64078  
Attorney for the Staff of the  
Missouri Public Service Commission  
P. O. Box 360  
Jefferson City, MO 65102  
(573) 751-8706 (Telephone)  
(573) 751-9285 (Fax)  
whitney.payne@psc.mo.gov 

/s/ Mark Johnson   
Mark Johnson 
Senior Counsel  
Missouri Bar No. 64940   
P. O. Box 360  
Jefferson City, MO 65102  
(573) 751-7431 (Telephone)  
(573) 751-9285 (Fax)  
mark.johnson@psc.mo.gov 

 
Attorneys for the Staff of the 
Missouri Public Service Commission 
 

CERTIFICATE OF SERVICE 
 

I hereby certify that a true and correct copy of the foregoing was served by 
electronic mail, or First Class United States Postal Mail, postage prepaid, on this 
25th day of January, 2018, to all counsel of record.  
 

/s/ Whitney Payne  

mailto:whitney.payne@psc.mo.gov
mailto:mark.johnson@psc.mo.gov


On December 22, 2017, President Trump signed into law the US Tax Cuts and Jobs Act 

(TCJA), which took effect on January 1, 2018.  As part of this tax reform, there will be material 

financial impacts to large Missouri utility companies, many of which are not fully known at this 

time due to the infancy of this change.  This new tax law consists of roughly 1,000 pages of new 

tax rules that will require significant study and interpretation.  Much research will need to be 

performed to determine all sections of the new tax reform that has applicability to regulated 

utilities.  In addition, after learning about these new rules, Staff discovered the new rules would 

have to be applied to each utility’s specific tax situation, which will also require a significant 

amount of time.  Simply put, there is not enough time to adequately respond to all of the changes 

that have occurred due to passage of the TCJA in the current rate cases filed by Laclede Gas 

Company (“Laclede” or “LAC”) and Missouri Gas Energy (“MGE”).  For this reason, the 

amounts provided in this filing regarding TCJA revenue requirement impacts are by necessity 

preliminary and do not purport to be a comprehensive quantification of all possible TCJA rate 

impacts.  At this time, Staff does not have the information necessary to perform calculations for 

many of the items discussed below and thus has no ability to propose a revenue requirement 

adjustment with a reasonable degree of accuracy. 

 LAC’s and MGE’s tax returns are filed as part of a larger consolidated tax return that is 

filed by Spire Inc.  Spire Inc. typically files its tax return no later than June each year.  The 

ongoing corporate tax rate under the TCJA that would be applied to normalized taxable income 

for purposes of this rate case would be 21% effective January 1, 2018; however, Spire Missouri, 

consisting of the LAC and MGE divisions, has a financial closing date for financial reporting and 

tax purposes of September 30 each year.  Even though the new corporate tax rate takes effect 

after Spire Missouri’s fiscal year has already begun, any quantification of the ongoing level of 
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income taxes for ratemaking purposes should assume a full year at the 21% tax rate1 as opposed 

to use of a “blended” rate.  If the new federal corporate tax rate of 21% is applied to Staff’s 

current Accounting Schedules that incorporate Staff’s true up audit revenue requirement 

recommendations, application of the lower corporate tax rate would decrease LAC’s revenue 

requirement by approximately $8.6 million and MGE’s revenue requirement would decrease by 

approximately $6.5 million, or a $15.1 million decrease in total.  Again, these quantifications are 

for the corporate tax rate reduction alone; other impacts of the TCJA on utility revenue 

requirements cannot be quantified at this time.     

It should be noted that the TCJA corporate tax reduction estimates provided above 

assume that Staff’s current revenue requirement positions will be adopted in full.  In the event 

the Commission decides to reflect the impact of the TCJA in the current LAC and MGE rate 

cases, the Commission should be aware that an accurate quantification of the TCJA revenue 

requirement impacts cannot be made until all outstanding issues in these rate cases have been 

decided by the Commission. 

Staff would also like to present a brief discussion of some of the known or possible TCJA 

impacts on Laclede’s and MGE’s revenue requirements.  This is not intended to be an exhaustive 

list:    

(1) Spire Missouri has been utilizing bonus depreciation as a deduction to taxable income 

since reenactment in 2010 and this deduction, along with increased capital 

expenditures, has been the primary driver of LAC’s and MGE’s net operating loss 

positions because businesses were allowed to take an immediate large first year 
                                                 
1 The calculation of the TCJA impacts in Spire’s January 22 and 23, 2018, filings with the Commission reflect an 
annualized income tax rate of 21%. 



deduction on new eligible business property.  Under the new tax rules, utilities can 

only rely on the traditional Modified Accelerated Cost Recovery System (MACRS) 

depreciation rules under Section 168 of the Internal Revenue Service Code, which 

provide significantly less tax benefit to the utilities than the previously allowed bonus 

depreciation methodology.  However, Staff understands that some limited bonus 

depreciation benefits may continue to be available to utilities for plant projects under 

construction at September 30, 2017, Staff’s true-up cutoff date in the current rate 

proceeding.  If the Commission’s intent is to consider updating this particular rate 

base item along with other TCJA impacts effective January 1, 2018, due to the TCJA 

changes affecting LAC’s and MGE’s ongoing balance of accumulated deferred 

income taxes (ADIT), the Commission should be aware that Staff does not have the 

necessary information at this time to determine what an appropriate ADIT balance in 

rate base should be measured as of January 1, 2018.     

(2) As part of Spire Missouri’s current cost of service, state tax is a deduction in the 

calculation of federal tax.  Spire Missouri has not incurred city tax since 2013, so no 

such deduction was included.  As far as Staff is aware, the state and local tax rules 

have not been changed in response to the TCJA; but such changes are possible.   

(3) As part of Staff’s income tax calculation, a deduction is currently included in the cost 

of service for interest expense in an amount consistent with Staff’s proposed capital 

structure and return on equity.  Staff is aware of provisions within the TCJA that will 

affect the amount of interest expense deductions that companies in general can take.  

Further research and analysis is necessary before Staff can determine whether such 



changes will apply to regulated utilities, and how that might affect how Staff 

currently quantifies interest expense deductions for Missouri ratemaking purposes.   

(4) Staff has included a proposed level of ADIT as an offset to rate base in this case.  

There is, however, an impact on LAC’s and MGE’s current ADIT balances from the 

TCJA because the deferred taxes reflected on LAC’s and MGE’s books through 

December 31, 2017, were calculated assuming a 35% federal tax rate.  These 

recorded deferred taxes were in effect a prepayment of income tax, creating interest-

free funds that the Company can use.  For that reason, the net balance of ADIT is 

reflected in utility cost of service as a reduction to rate base.  However, any deferred 

taxes generated beginning January 1, 2018, will be recorded at the new 21% tax rate.  

In addition, any deferred taxes remaining on Laclede’s and MGE’s books that were 

recorded by LAC and MGE assuming a 35% federal corporate tax rate will actually 

be paid by Spire under a 21% federal corporate tax rate.  This means that LAC’s and 

MGE’s accumulated deferred tax reserves are now overstated, and the excess deferred 

tax amount (the difference between the deferred tax amounts calculated using a 35% 

rate and a 21% rate) should be flowed back to customers in rates as a reduction to 

cost of service over time.  The excess amount of deferred taxes in light of the TCJA is 

expected to be material.  The calculations required to return excess deferred taxes to 

customers are complex and time-consuming, and the rate impact of this flow back 

cannot be quantified at this time.   

In summary, it is true that the TCJA will have a direct impact on LAC’s and MGE’s 

revenue requirements.  However, it is virtually impossible with the lack of data and lack of 

complete knowledge of all of the possible changes to applicable deductions and credits to 



determine ratemaking adjustments that would accurately reflect these changes on a 

comprehensive basis within the context of the current LAC and MGE rate cases. 

--Lisa M. Ferguson 

As discussed in Spire’s January 22, 2018, filing with the Commission, Staff has taken a 

consistent position in this case that isolated changes to LAC’s and MGE’s revenue requirements 

tied to events occurring after September 30, 2017 (the end of the ordered true-up period in this 

case), should not be included in LAC’s and MGE’s current rate cases.  Staff’s position on this 

matter has not changed with the recent passage of the TCJA.  Staff does not recommend that the 

impacts of the federal tax law be reflected in LAC’s and MGE’s rates in the current rate cases.  

This position is based upon Staff’s traditional stance that isolated adjustments outside an ordered 

test year/update period/true-up period generally should not be reflected in customer rates, and 

because a comprehensive and accurate revenue requirement impact from the TCJA cannot be 

calculated at this time.  However, as discussed below, Staff does hold that the financial impact of 

TCJA changes on Laclede and MGE, and on Missouri’s large utilities in general, is of the nature 

and magnitude that authorization of special accounting procedures should be considered to 

govern ongoing utility recording of TCJA revenue requirement impacts, and appropriately 

preserve the opportunity for ongoing TCJA revenue requirement changes to be reflected in 

customer rates in the future.   

As the Commission is aware in the context of utility accounting authority applications 

(AAOs), it has the authority to order utilities to “defer” certain costs for regulatory accounting 

purposes; i.e., record the amounts on the company’s balance sheet as a regulatory asset instead of 

charging the amount to expense as incurred.  Deferral treatment allows the utility the opportunity 



to seek recovery of the deferred costs in a subsequent rate case even when the amounts in 

question were incurred outside of a utility test year.   

Authorization for cost deferrals through AAOs are usually related to the costs associated 

with unexpected extraordinary events, such as natural disasters.  However, as explained in more 

detail below, the concept can apply as well to significant, unexpected events such as the TCJA.  

In those situations, a reduction in expense associated with an extraordinary event could be 

deferred to the utility’s balance sheet as a regulatory liability instead of flowing through the 

income statement as increased profitability.  Then, in the utility’s next general rate proceeding, 

or at another appropriate time, the regulatory liability would be included in the utility’s cost of 

service via an amortization as a reduction to the company’s cost of service. 

The TCJA impacts on calculation of utility income tax expense can reasonably be 

considered to be extraordinary by the Commission, and thus eligible for deferral treatment.  The 

last changes to federal tax law of a comparable magnitude to the TCJA, including adjustment of 

corporate income tax rates, occurred in 1986, over 31 years ago.  The TCJA changes are also 

material, and as they result from U.S. congressional action the new tax changes were outside the 

control of Spire Missouri and the other Missouri utilities.  For these reasons, Staff asserts that 

TCJA revenue requirement impacts for Laclede and MGE should be considered for deferral 

treatment. 

As applied to the income tax expense impacts associated with the TCJA, the deferral 

mechanism would work in the following manner. Each month starting in January 2018, Laclede 

and MGE would make two separate calculations of accrued income tax expense, one using the 

tax rates and rules in effect prior to January 1, 2018, and the other using the new TCJA rates and 

rules effective January 1, 2018.  The difference in the calculated amount of income tax under the 



two scenarios would be deferred to the utilities’ balance sheet as a regulatory liability,2 and 

preserved for consideration in the utilities’ next general rate proceeding.  In that manner, an 

opportunity will exist for ratepayers to be made “whole” over time for a reduction in income tax 

expense since immediate reflection in rates of the reduced income tax expense is not possible. 

Deferral is the best option at the current time for consideration of TCJA impacts on LAC 

and MGE in the specific circumstances of their current rate proceedings.  That is because it will 

take some time to appropriately quantify the ongoing rate impact of the TCJA regarding the 

impact of new tax rules and the necessary flow back of “excess” deferred income taxes, among 

other matters.  It is reasonable to assume that it may take at least several months for the utilities, 

Staff, and other interested parties, to develop informed opinions as to a reasonably accurate 

quantification of the rate impact of the TCJA.  In the context of the LAC and MGE rate 

proceedings now in their last stages, in Staff’s view there is not sufficient time to reflect an 

estimate of the rate impact of the TCJA in the current rate case that would be consistent with 

normal standards of ratemaking accuracy.3  For this reason, in lieu of ordering an immediate 

lowering of LAC’s and MGE’s revenue requirement in this case, Staff recommends that the 

reduction in income tax expense associated with the TCJA be deferred by Commission order. 

One advantage of the deferral option for handling TCJA revenue requirement impacts in 

the short-term is that it allows for ongoing modifications to the quantifications of the impacts as 

more information becomes available regarding the provisions of the TCJA.  While deferrals will 

be booked by LAC and MGE starting in January 2018 under Staff’s recommended approach, the 

deferrals booked throughout the course of 2018 are subject to change up to and to the point that 

                                                 
2 It is highly unlikely that the impact of the TCJA on any major Missouri utility would be to increase its cost of 
service on an overall basis.   
3 While passage of the TCJA is certainly a “known” event, in Staff’s view the financial impact of the TCJA is not 
reasonably “measurable” at this time. 



the companies’ books are closed for fiscal year/calendar year 2018.  Accordingly, at a later point 

in time at which the TCJA financial impacts might be reflected in customer rates, a more 

accurate and reliable quantification of those impacts will be available. 

One perceived disadvantage of the deferral option for TCJA impacts is the possibility that 

utilities will book the deferrals in lieu of changing customer rates until such time as they choose 

to file, or are statutorily required to file, a general rate case, which may be years later.4  If this 

occurs, utility customers would be denied any tangible benefits from the change in the tax law 

for an extended period of time.  For natural gas utilities, this possibility could be even more 

objectionable when taking into account the ability of natural gas utilities to periodically file for 

single-issue rate increases under the Infrastructure System Replacement Surcharge (ISRS) 

mechanism.  LAC, MGE and other Missouri utilities will have an opportunity to voluntarily file 

tariffs to reflect TCJA revenue requirement impacts in customer rates once an accurate 

quantification of those impacts is possible.  If its recommendation for a deferral of TCJA impacts 

in these cases is adopted by the Commission, Staff encourages Spire Missouri to consider such 

action.      

Staff is aware of other public utility commissions that have or intend to order deferral 

accounting treatment of TCJA revenue requirement impacts on a short-term basis.  One such 

public utility commission is the Kansas Corporation Commission (KCC).  Attachment B to this 

filing is a copy of a KCC Order in Docket No. 18-GIMX-248-GIV issued on January 18, 2018, 

entitled “Order Opening General Investigation and Issuing Accounting Authority Order 

Regarding Federal Tax Reform.” 

                                                 
4 The Commission has traditionally reserved all ratemaking findings concerning costs it authorized be deferred in 
AAO cases to a subsequent general rate proceeding. 



 In its January 22, 2018, filing, LAC and MGE take the position that any rate action taken 

by the Commission to reflect TCJA impacts in the current rate cases should be “netted” against 

certain revenue requirement increases associated with property taxes and other items that LAC 

and MGE assert have already or will incur after September 30, 2017.  Staff opposes any 

reflection of these items in either an adjustment to include TCJA impacts in the current rate cases 

or in any TCJA deferral that may be authorized by the Commission.  The other revenue 

requirement changes sought by LAC and MGE pertain to normal, ongoing elements of utility 

cost of service, and are not in any way comparable to an extraordinary event such as passage of 

the TCJA. 

 In the event that the Commission would order reflection in rates of a quantification of the 

lowered federal corporate tax rate in the current LAC and MGE rate cases, Staff recommends 

that LAC and MGE still be ordered to defer all other revenue requirement impacts that may be 

associated with passage of the TCJA.   

 Finally, the positions taken by Staff in this case on TCJA impacts at this time apply only 

to LAC and MGE, specifically taking into account the very late stage of its current rate cases.  

Staff intends to present any general position it may take regarding TCJA ratemaking on February 

15, 2018, in its report due that date in Case No. AW-2018-0174.  This will allow Staff to review 

the filings scheduled to be made by all major utilities and other interested observers concerning 

the TCJA on January 31, 2018.   

-- Mark L. Oligschlaeger   

 

 



THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

Before Commissioners: Shari Feist Albrecht, Chair 
Jay Scott Emler 
Pat Apple 

In the Matter of a General Investigation 
Regarding the Effect of Federal Income 
Tax Reform on the Revenue 
Requirements of Kansas Public Utilities 
and Request to Issue an Accounting 
Authority Order Requiring Certain 
Regulated Public Utilities to Defer 
Effects of Tax Reform to a Deferred 
Revenue Account. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

Docket No. 18-GIMX-248-GIV 

ORDER OPENING GENERAL INVESTIGATION AND ISSUING 
ACCOUNTING AUTHORITY ORDER REGARDING FEDERAL TAX REFORM 

This matter comes before the State Corporation Commission of the State of Kansas 

(Commission) for consideration and decision. Having reviewed the files and records, and being 

duly advised in the premises, the Commission finds the following: 

1. On December 14, 2017, Commission Utilities Staff (Staff) filed a Motion to Open 

a General Investigation and Issue Accounting Authority Order Regarding Federal Tax Reform 

(Motion).1 Staff attached its Report and Recommendation (R&R) to its Motion. In its R&R, Staff 

recommended the Commission issue an Order: 

a. Opening a general investigation for the purposes of exammmg the 

financial impact of anticipated federal income tax reform on regulated electric, natural 

gas, water, and telecommunications public utilities operating in Kansas;2 

1 Staffs Motion to Open a General Investigation and Issue Accounting Authority Order Regarding Federal Tax 
Reform (Dec. 14, 2017) (Staffs Motion). 
2 Staffs R&R p. 5. 
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b. Requiring, through the use of an Accounting Authority Order (AAO), certain 

regulated public utilities that are taxed at the corporate level to track and accumulate in a 

deferred revenue account, with interest compounded monthly at the most current 

Commission-approved customer deposit interest rate, the reduction in their regulated cost 

of service that would occur in the event that a new lower federal income tax rate is signed 

into law. These deferrals should take effect at the same time as the new federal corporate 

tax rate change and the calculations should be performed using the cost of service data 

that was used to set the utilities' last Commission-approved revenue requirement 

(including any line-item surcharges that contain a provision for regulated income tax 

expense) or Kansas Universal Service Fund (KUSF) determination; and3 

c. Confirming that the Commission's intention regarding the AAO is to 

preserve any potential tax benefits so that they may be evaluated in the context of a 

comprehensive evaluation of the reasonableness of the utilities' rates or KUSF 

distributions as well as notifying affected public utilities that this portion of their rates or 

KUSF distributions should be considered interim subject to refund until the Commission 

has an opportunity to review the reasonableness of the utilities' rates or KUSF 

distributions on a comprehensive and case-by-case basis. Lastly, the Commission should 

confirm that it intends to capture the reduction in Accumulated Deferred Income Tax 

(ADIT) balances that will occur in the event that a lower corporate federal income tax 

rate takes effect, over time, in a manner that comports with Internal Revenue Services 

(IRS) Tax Normalization Rules.4 

3 Id at pp. 5-6. 
4 Id. atp. 6. 

2 



2. On December 22, 2017, the Citizens Utility Ratepayer Board (CURB) filed a 

Petition to Intervene and a Response in Support of Staffs Motion to Open a General 

Investigation and Issue Authority Order Regarding Federal Tax Reform and Report 

Recommendation. 

3. On January 2, 2018, a group 5 of rural telephone companies (RLECs) filed a 

response to the motions of Staff and CURB. 6 The RLECs requested the Commission not issue a 

substantive order which would impose preemptive restrictions on prospective cost savings, nor 

issue an initial order predetermining any aspect of regulatory treatment of such savings. 7 The 

RLECs recommended the Commission establish a procedural schedule permitting affected 

utilities to be heard on the probable extent of any savings to individual carriers, on the 

recoverable costs and public benefits to which such savings could be applied as they are realized, 

on affected utilities' opportunities to recover the new administrative costs resulting from the 

proposed proceedings, and on a reasonable and lawful administrative process to determine how 

any presumed tax cost savings should benefit ratepayers and the public generally. 8 

4. On January 9, 2018, Staff filed a response to the RLECs. 9 Staff argued the 

Commission should deny the RLECs' request for hearing and instead issue an AAO as soon as 

practicable so that potential tax benefits may be captured for ratepayers. 10 Staff argued the course 

of action taken by the Commission in 1986 under similar circumstances is not appropriate today 

because, unlike in 1986, the RLECs receive KUSF support which is based upon previously 

5 Independent Telecommunications Group, State Independent Alliance, Southern Kansas Telephone Co., Inc. 
Mutual Telephone Company, Rural Telephone Service Co. Inc. d/b/a Nex-Tech, Wheat State Telephone Company, 
Inc. 
6 Response to Motions by Staff and CURB (Jan. 2, 2018). 
7 Id. at p. 6. 
8 Jd 
9 Staffs Response to Rural Telephone Companies' Response (Jan. 8, 2017). 
10 Id. at p. 7. 
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applicable tax expenses and the Commission is statutorily authorized to periodically review the 

costs of providing telecommunications service to determine if modifications to the KUSF are 

necessary. 11 Furthermore, Staff contended that the AAO is not an imposition of new rates but 

rather, an accounting order that requires a company to perform its regulatory accounting in a 

specific way so that the financial effects of a discrete issue can be examined in a future period. 12 

Jurisdiction 

5. The Commission has full power, authority and jurisdiction to supervise and 

control the public utilities doing business in Kansas, and is empowered to do all things necessary 

and convenient for the exercise of such power, authority and jurisdiction. 13 Specifically, the 

Commission is tasked with ensuring regulated utilities provide sufficient and efficient service at 

just and reasonable rates. 14 Upon its own initiative, the Commission may investigate all 

schedules of rates, rules, and regulations for electric public utilities, 15 natural gas public 

utilities, 16 local exchange carriers, 17 and miscellaneous public utilities. 18 Furthermore, each 

regulated public utility shall furnish to the Commission in such form and at such times as the 

Commission requires, such accounts, reports and information shown in itemized detail as the 

Commission may prescribe. 19 Likewise, the Commission has the authority to examine and audit 

all accounts, and all items shall be allocated t~ the accounts prescribed by the Commission.20 

11 Id. at p. 6. 
12 Id. at pp. 4-5. 
13 K.S.A. 66-101; K.S.A. 66-1,201; K.S.A. 66-1,188; K.S.A. 66-1,231. 
14 K.S.A. 66-lOlb; K.S.A. 66-1,202; K.S.A. 66-1,189; K.S.A. 66-1,232. 
15 K.S.A 66-lOld. 
16 K.S.A. 66-1,204. 
17 K.S.A. 66-1,192. 
18 K.S.A. 66-1,234. 
19 K.S.A. 66-122. 
2° K.S.A. 66-129. 
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Findings and Conclusions 

6. The Commission finds the passage of the federal Tax Cuts and Jobs Act has the 

potential to significantly reduce the cost of service for many utilities operating in Kansas because 

the Commission in determining rates generally authorizes recovery of all federal taxes from 

ratepayers.21 The Commission also finds a significant reduction to the corporate tax rate may 

impact the ADIT Liabilities and Assets on the regulated books of utilities.22 The Commission, 

therefore, finds further investigation is warranted. The Commission finds its order in the 1986 

docket to be informative but not precedential. 

7. The Commission finds it should open a general investigation to quantify the 

economic impacts of the new lower tax rates on Kansas utilities and where appropriate, direct 

that any cost savings be passed on to Kansas utility consumers and contributors to the KUSF. 

Therefore, beginning in January 2018, the Commission directs all regulated electric natural gas, 

water,23 and telecommunication public utilities24 that are taxable at the corporate level, to accrue 

monthly, in a deferred revenue account, the portion of its revenue representing the difference 

between: (1) the cost of service as approved by the Commission in its most recent rate case or 

KUSF determination proceeding; and (2) the cost of service that would have resulted had the 

provision for federal income taxes been based upon the corporate income tax rate approved in 

the Tax Cuts and Jobs Act.25 

21 Staffs R&R pp. 2-4. 
22 Id at p. 5. 
23 For the purpose of this Order electric, natural gas, and water utilities excludes any public utility not rate regulated 
by the Commission pursuant to K.S.A. 66-104 et.seq. 
24 For the purpose of this Order telecommunications public utilities only includes local exchange carriers as defined 
by K.S.A. 66-1, l 87(h) that currently receive KUSF support. 
25 Staff's R&R, p.4. 

5 



8. The Commission also gives notice to taxable utilities operating in Kansas that the 

portion of their regulated revenue stream that reflects higher corporate tax rates should be 

considered interim and subject to refund, with interest, until the Commission can more fully 

evaluate on a case-by-case basis the impact of the Tax Cuts and Jobs Acts. When the 

Commission's case-by-case evaluation is complete, if it is determined that a rate decrease is 

proper and would have been proper as of the effective date of the Tax Cuts and Jobs Act, any 

excessive collections in the deferred revenue subaccount, or other appropriate tracking 

mechanism approved the Commission, with appropriate adjustments, shall be refundable to 

ratepayers or the KUSF with interest.26 Any balance remaining in the account shall be credited to 

the utility's operating revenue. Moreover, the Commission intends to capture excess ADIT for 

the benefit of ratepayers using a methodology that is consistent with the tax normalization 

requirements specified in the tax legislation or IRS Tax Normalization Rules, as applicable. 

9. For the following reasons, the Commission rejects the RLECs' argument that 

prior to issuing an Order imposing restrictions on a utility's use of specific revenues requiring a 

specific regulatory process the Commission should afford affected utilities the opportunity to be 

heard as to how such restrictions and the resulting regulatory process and costs would affect the 

public interest generally, for good or ill, including consideration of how the potential 

extraordinary administrative costs of mandated proceedings might be recovered.27 

10. First, even if the Commission accepted the RLECs' arguments, the accounting 

order recommended by Staff does not impose new rates upon affected utilities nor does it restrict 

or control utility resources. The AAO merely directs utilities to begin tracking their costs 

26 Interest shall be calculated at the rate being used for interest paid on customer deposits. 
27 Response to Motions by Staff and CURB p. 5. · 
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differently and puts the utilities on notice that the Commission intends in a future proceeding to 

review rates and KUSF distributions to ensure customers are paying rates that are reflective of 

the utilities' actual costs. Such action is in keeping with the Commission's statutory authority.28 

11. Second, Staffs recommendation does not contravene existing law regarding the 

RLECs reasonable opportunity to recover all their costs. Any affected utility that believes that 

other components of their cost of service have more than offset the decrease in its income tax 

expenses will have the ability to file such information and supporting data with the Commission, 

to be considered on a case-by-case basis. The Commission's intention here is not to materially 

impact regulated utilities' profitability, but rather, ensure that the affected utilities are neither 

positively nor negatively impacted by the passage of federal income tax reform. The 

Commission finds Staffs recommendation is in keeping with the Commission's statutory 

obligation to ensure just and reasonable rates29 and an appropriate review of KUSF support.30 

Likewise, the Commission finds Staffs recommended approach does not deprive any party of 

due process but rather protects potential ratepayer benefits from being lost during the pendency 

of the Commission's investigation. Therefore, the Commission adopts Staffs R&R and 

incorporates it herein. 

12. Parties seeking to participate in this general investigation may file a petition for 

intervention in accordance with K.A.R. 82-1-225. 

28 See, K.S.A. 66-lOlb; K.S.A. 66-1,202; K.S.A. 66-1,189; K.S.A. 66-1,232; K.S.A. 66-K.S.A. 66-129. 
29 K.S.A. 66-lOlb; K.S.A. 66-1,202; K.S.A. 66-1,189; K.S.A. 66-1,232. 
3° K.S.A. 66-2008. 
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THEREFORE, THE COMMISSION ORDERS: 

A. A general .investigation is opened for the purposes of examining the financial 

impact of the federal Tax Cuts and Jobs Act on regulated electric, natural gas, water, and 

telecommunications public utilities that are operating in Kansas and taxable at the corporate 

level. 

B. Staffs request for the issuance of an Accounting Authority Order, as described 

herein, is granted. 

C. The parties have 15 days from the date of electronic service of this Order to 

petition for reconsideration.31 

D. The Commission retains jurisdiction over the subject matter and the parties for the 

purpose of entering such further orders as it may deem necessary and proper. 

BY THE COMMISSION IT IS SO ORDERED. 

Albrecht, Chair; Emler, Commissioner; Apple, Commissioner 

JAN 1 8 Z018 

~µ. 

SF 

JAN 1 8 2018 

31 K.S.A. 66-118b; K.S.A. 77-529(a)(l). 
8 



CERTIFICATE OF SERVICE 

18-GIMX-248-GIV 
I, the undersigned, certify that the true copy of the attached Order has been served to the following parties by means of 

JAN 1 8 ZOiB 
Electronic Service on----------

MONTE PRICE 
AMARILLO NATURAL GAS COMPANY 
29151-40 WEST 
AMARILLO, TX 79109 
Fax: 806-352-3721 
mwprice@anginc.net 

DAWN GRAFF, MIDSTREAM ACCOUNTING MANAGER 
ANADARKO NATURAL GAS COMPANY 
1099 18th Street 
DENVER, CO 80202 

dawn.graff@anadarko.com 

JAMES LLOYD 
BARTON HILLS WATER DISTRICT 
66 NE 20 RD 
GREAT BEND, KS 67530-9703 
bartonrwd@ruraltel.net 

ANN STICHLER, SR. REGULATORY 
ANALYST-REGULATORY SERVICES 
BLACK HILLS/KANSAS GAS UTILITY COMPANY, LLC 
D/B/A BLACK HILLS ENERGY 
1102 EAST 1 ST ST 
PAPILLION, NE 68046 

ann.stichler@blackhillscorp.com 

TODD E. LOVE, ATTORNEY 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
t. love@curb.kansas.gov 

BARRY CONSIDINE, PRESIDENT 
AMERICAN ENERGIES GAS SERVICE, LLC 
136 N MAIN 
PO BOX516 
CANTON, KS 67428 
barry@americanenergies.com 

JENNIFER G. RIES, VICE PRESIDENT, RATES AND 
REGULATORY AFFAIRS-COLORADO/KANSAS 
ATMOS ENERGY CORPORATION 
1555 BLAKE ST STE400 
DENVER, CO 80202 

jennifer.ries@atmosenergy.com 

ROBERTJ.AMDOR,MANAGER,REGULATORY 
SERVICES 
BLACK HILLS/KANSAS GAS UTILITY COMPANY, LLC 
D/B/A BLACK HILLS ENERGY 
1102 E FIRST ST 
PAPILLION, NE 68046 
Fax: 402-829-2227 
robert.amdor@blackhillscorp.com 

THOMAS J. CONNORS, ATTORNEY AT LAW 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
tj.connors@curb.kansas.gov 

DAVID W. NICKEL, CONSUMER COUNSEL 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
d.nickel@curb.kansas.gov 



CERTIFICATE OF SERVICE 

SHONDA RABB 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
s.rabb@curb.kansas.gov 

18-GIMX-248-GIV 

BRENT CUNNINGHAM, VICE PRESIDENT & GENERAL 
MANAGER 
CUNNINGHAM TELEPHONE COMPANY, INC. 
220WMAIN 
PO BOX 108 
GLEN ELDER, KS 67446 
Fax: 785-545-3277 
brent@ctctelephony.tv 

JOHN R. IDOUX, DIRECTOR KANSAS GOVERNMENTAL 
AFFAIRS 
EMBARQ MISSOURI 
D/B/A CENTURYLINK 
600 NEWCENTURY PKWY 
NEW CENTURY, KS 616031 
john.idoux@centurylink.com 

THOMAS E. GLEASON, JR., ATIORNEY 
GLEASON & DOTY CHTD 
PO BOX6 
LAWRENCE, KS 66049-0006 
Fax: 785-856-6800 
gleason@sunflower.com 

TONYA M MURPHY, SEC/TREA. 
GORHAM TELEPHONE COMPANY 
100MARKET 
PO BOX235 
GORHAM, KS 67640 
Fax: 785-637-5590 
tmurphy@gorhamtel.com 

ROBERT A. KOCH, PRESIDENT/GEN MGR 
H&B COMMUNICATIONS, INC. 
108 N MAIN 
PO BOX 108 
HOLYROOD, KS 67450 
Fax: 785-252-3229 
robkoch@hbcomm.net 

DELLA SMITH 
CITIZENS' UTILITY RATEPAYER BOARD 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604 
Fax: 785-271-3116 
d.smith@curb.kansas.gov 

TRENT BOALDIN 
ELKHART TELEPHONE COMPANY, INC. 
610S COSMOS 
PO BOX 817 
ELKHART, KS 67950 
Fax: 620-697-9997 
tdboaldin@epictouch.com 

CHRIS KRYGIER, DIRECTOR, RATES AND REGULATORY 
AFFAIRS (CENTRAL REGION) 
EMPIRE DISTRICT ELECTRIC COMPANY 
602 S JOPLIN AVE 
JOPLIN, MO 64801 
Fax: 417-625-5169 
chris.krygier@libertyutilities.com 

MICHAEL J. MURPHY, PRESIDENT & MANAGER 
GORHAM TELEPHONE COMPANY 
100MARKET 
PO BOX235 
GORHAM, KS 67640 
Fax: 785-637-5590 
mmurphy@gorhamtel.com 

scon A. STRAHM, RESIDENT AGENT 
GREEN ACRES MOBILE HOME PARK, LLC 
715 MERCHANT 
EMPORIA, KS 66801-2809 
Fax: 620-342-6436 
scott@blirentals.com 

RICHARD BALDWIN, PRESIDENT 
HOME TELEPHONE COMPANY, INC. 
211S MAIN ST 
BOX8 
GALVA, KS 67443 
Fax: 620-654-3122 
rbaldwin@homecomminc.com 
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MARK WADE, VP OF OPERATIONS 
J.B.N. TELEPHONE COMPANY, INC. 
PO BOX 111 
HOLTON, KS 66436 
Fax: 785-866-4121 
mark@havilandtelco.com 

18-GIMX-248-GIV 

ROBERT J. HACK, LEAD REGULATORY COUNSEL 
KANSAS CITY POWER & LIGHT COMPANY 
ONE KANSAS CITY PL, 1200 MAIN ST 31ST FLOOR (64105 
PO BOX 418679 
KANSAS CITY, MO 64141-9679 
Fax: 816-556-2787 
rob.hack@kcpl.com 

MICHAEL NEELEY, LITIGATION COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3167 
m.neeley@kcc.ks.gov 

HARRY LEE, PRESIDENT/GENERAL MANAGER 
LAHARPE TELEPHONE COMPANY, INC. 
D/B/A LAHARPE LONG DISTANCE 
109W6TH ST 
PO BOX 123 
LA HARPE, KS 66751 
harry.lee@laharpetel.com 

MARKE. CAPLINGER 
MARKE. CAPLINGER, P.A. 
7936 SW INDIAN WOODS PL 
TOPEKA, KS 66615-1421 

mark@caplingerlaw.net 

JANET BATHURST, MANAGER 
S&A TELEPHONE COMPANY, INC. 
413MAIN ST 
PO BOX68 
ALLEN, KS 66833 
Fax: 620-528-3226 
jbathurst@satelephone.com 

COLLEEN R. JAMISON 
JAMES M. CAPLINGER, CHARTERED 
823SW10TH AVE 
TOPEKA, KS 66612-1618 
Fax: 785-232-0724 
colleen@caplinger.net 

SAMUEL FEATHER, DEPUTY GENERAL COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
Fax: 785-271-3167 
s. feather@kcc.ks.gov 

JANET BUCHANAN, DIRECTOR- REGULATORY AFFAIRS 
KANSAS GAS SERVICE, A DIVISION OF ONE GAS, INC. 
7421W129TH ST 
OVERLAND PARK, KS 66213-2713 
Fax: 913-319-8622 
janet.buchanan@onegas.com 

DIANTHA STUTESMAN, BUSINESS MANAGER, 
PRESIDENT AND PARTNER 
MADISON TELEPHONE COMPANY, INC. 
117 NORTH THIRD 
P 0 BOX337 
MADISON, KS 66860 
mtn.diantha@gmail.com 

KATHY BILLINGER, CEO/GENERAL MANAGER 
PEOPLES TELECOMMUNICATIONS, LLC 
208 N BROADWAY 
PO BOX450 
LA CYGNE, KS 66040 
kathy@peoplestelecom.net 

KENDALL S. MIKESELL, PRESIDENT 
SOUTHERN KANSAS TELEPHONE COMPANY, INC. 
112 SLEE ST 
PO BOX800 
CLEARWATER, KS 67026-0800 
Fax: 620-584-2268 
kendall.mikesell@sktcompanies.com 
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RANDY MAGNISON, EXEC VP & ASST CEO 
SOUTHERN PIONEER ELECTRIC COMPANY 
1850WOKLAHOMA 
PO BOX430 
ULYSSES, KS 67880-0430 
Fax: 620-356-4306 
rmagnison@pioneerelectric.coop 

MIKE MCEVERS 
TEXAS-KANSAS-OKLAHOMA GAS, L.L.C. 
PO BOX 1194 
DALHART, TX 79022 
Fax: 80~244-4211 
mike@tkogas.com 

BENJAMIN FOSTER, PRESIDENT & CEO 
TWIN VALLEY TELEPHONE, INC. 
22SPRUCE 
PO BOX395 
MILTONVALE, KS 67466 
Fax: 785-427-2216 
ben.foster@tvtinc.net 

JOHN R. IDOUX, DIRECTOR KANSAS GOVERNMENTAL 
AFFAIRS 
UNITED TELEPHONE COMPANY OF EASTERN KANSAS 
D/B/A CENTURYLINK 
600 NEW CENTURY PKWY 
NEW CENTURY, KS 66031 

john.idoux@centurylink.com 

JEFF WICK, PRESIDENT/GENERAL MANAGER 
WAMEGO TELECOMMUNICATIONS COMPANY, INC. 
1009 LINCOLN 
PO BOX25 
WAMEGO, KS 66547-0025 
Fax:785-456-9903 
jwick@wtcks.com 

GREGORY REED, CEO 
WHEAT STATE TELEPHONE COMPANY, INC. 
PO BOX320 
UDALL, KS 67146 
Fax: 620-782-3302 
g reg. reed@ensignal.com 

MIKE BREUER, PRESIDENT 
SUBURBAN WATER CO. 
P.O. BOX588 
BASEHOR, KS 66007-0588 
Fax: 913-724-1505 
mike@suburbanwaterinc.com 

MARK M. GAILEY, PRESIDENT & GENERAL MANAGER 
TOTAH COMMUNICATIONS, INC. 
101MAIN ST 
PO BOX300 
OCHELATA, OK 74051-0300 
Fax: 918-535-2701 
mmgailey@totelcsi.com 

JOHN R. IDOUX, DIRECTOR KANSAS GOVERNMENTAL 
AFFAIRS 
UNITED TELEPHONE CO. OF KANSAS 
D/B/A CENTURYLINK 
600 NEW CENTURY PKWY 
NEW CENTURY, KS 66031 
Fax: 913-345-6756 
john.idoux@centurylink.com 

JOHN R. IDOUX, DIRECTOR KANSAS GOVERNMENTAL 
AFFAIRS 
UNITED TELEPHONE COMPANY OF SOUTHCENTRAL 
KANSAS 
D/B/A CENTURYLINK 
600 NEW CENTURY PKWY 
NEW CENTURY, KS 66031 

john.idoux@centurylink.com 

JEFFREY L. MARTIN, VICE PRESIDENT, REGULATORY 
AFFAIRS 
WESTAR ENERGY, INC. 
818S KANSASAVE 
PO BOX889 
TOPEKA, KS 66601-0889 

jeff.martin@westarenergy.com 

BRIAN BOISVERT, GENERAL MANAGER 
WILSON TELEPHONE COMPANY, INC. 
2504AVE D 
PO BOX 190 
WILSON, KS 67490-0190 
Fax: 785-658-3344 
boisvert@wilsoncom.us 
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SCOTT GRAUER 
WILSON TELEPHONE COMPANY, INC. 
2504AVE D 
PO BOX 190 
WILSON, KS 67490-0190 
Fax: 785-658-3344 
scott@wilsoncommunications.co 

18-GIMX-248-GIV 
KATHY PRICE, GENERAL MANAGER* 
ZENDA TELEPHONE COMPANY, INC. 
208N MAIN 
PO BOX 128 
ZENDA, KS 67159 
Fax: 620-243-7611 
kprice@zendatelephone.com 

/SI DeeAnn Shupe 
DeeAnn Shupe 

EMAILED 

JAN 1 D 2018 








