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REBUTTAL TESTIMONY 1 

OF 2 

JASON KUNST, CPA 3 

UNION ELECTRIC COMPANY, 4 
d/b/a Ameren Missouri 5 

CASE NO. ER-2019-0335 6 

Q. Please state your name and business address. 7 

A. Jason Kunst, 111 North 7th Street, Suite 105, St. Louis, MO 63101. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am employed by the Missouri Public Service Commission (“Commission”) as 10 

a Utility Regulatory Auditor IV. 11 

Q. Are you the same Jason Kunst, CPA who filed direct testimony as part of Staff’s 12 

revenue Requirement Cost of Service Report (“Report”) that was filed on December 4, 2019, 13 

as part of this rate proceeding? 14 

A. Yes. 15 

EXECUTIVE SUMMARY 16 

Q. Please provide a brief summary of your rebuttal testimony. 17 

A. My rebuttal testimony will address the proposal in Ameren Missouri witness 18 

Laura M. Moore’s direct testimony to include an amortization of the municipal tax settlement 19 

regarding gross receipts tax that was paid by Ameren Missouri as a result of a class action 20 

lawsuit. I will also address Staff’s proposed adjustment to reduce the rate base of the 21 

replacement substation for the donation of the former central substation site to Saint Louis 22 

University (“SLU”), as well as Staff’s proposed adjustments to remove the cost for Ameren 23 

Missouri to **  24 ___________________________________________________
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 1 

 ** of the 701 Colorado Ave facility located in Eldon, Missouri.  Lastly, I will 2 

provide an update for Staff’s adjustment for software maintenance agreements.  3 

MUNICIPAL TAX SETTLEMENT 4 

Q. What are “gross receipt taxes” and how are they assessed? 5 

A. Generally, these taxes are levied by municipalities in Missouri on the basis of 6 

the gross receipts derived from the sale of utility services within their jurisdiction. These type 7 

of taxes go by various names depending on the local ordinance such as utility tax, business 8 

license tax, municipal tax, etc.  Depending on the ordinance of the municipality, Ameren 9 

Missouri files a monthly, quarterly, or yearly return that declares its revenue generated in that 10 

locality and pays the appropriate tax at that time. 11 

Q. Please provide a brief summary of the events that led to the settlement payment 12 

for which Ameren Missouri witness Laura M. Moore has proposed recovery over five years as 13 

part of her direct testimony. 14 

A. In November of 2011, the Cities of Winchester and Creve Coeur,1 Missouri filed 15 

a class action lawsuit against Ameren Missouri claiming that Ameren Missouri had been 16 

underpaying Business License Taxes or gross receipt taxes by excluding certain revenues from 17 

the municipal tax base.2  18 

 In April of 2017, Ameren Missouri reached a settlement agreement with the 19 

municipalities3 and agreed to pay $13 million for taxes “allegedly due and owing through 20 

                                                   
1 The Cities of Winchester and Creve Coeur were the lead plaintiffs in the lawsuit.  In total there were 254 members 
of the settlement class. 
2 The municipal tax base is the revenue generated within the jurisdiction of a taxing authority. 
3 As part of the settlement agreement, the municipalities had the option to assign a portion of their payment to the 
Missouri Municipal League or the Municipal League of Metro St. Louis. 

____________________________________________________________

______
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March 31, 2017”4 and additional accrued5 and future taxes on certain miscellaneous revenue 1 

accounts effective April 1, 2017.  The settlement was approved by the Circuit Court in 2 

December of 2017, and Ameren Missouri paid approximately $13.46 million in January and 3 

February of 2018 to finalize the agreement. 4 

Q. Did the settlement agreement include all municipalities where Ameren Missouri 5 

provides electric service? 6 

A. No.  During the court proceeding, the judge dismissed claimants who operated 7 

under franchise payment ordinances and not license tax ordinances.  Other municipalities were 8 

never part of the lawsuit.  Schedule JK-r1, lists the communities served by Ameren Missouri 9 

electric operations and indicates if they received a settlement payment as a result of the lawsuit. 10 

Q. What were the accounts that Ameren Missouri agreed to pay back taxes and also 11 

include in future tax filings? 12 

A. Ameren Missouri agreed to pay gross receipt taxes on the following accounts:  13 

 300 Series Contributions in Aid of Construction;  14 

 364 Pole Charges;  15 

 450 Forfeited Discounts;  16 

 451 Changing/Connection/Disconnection Fees;  17 

 451005 Customer Installations – Trouble Calls,  18 

 451006 Customer Installations – Other Work;  19 

 451007 Temporary Facilities;  20 

 454MJM Third Party Facility Rentals,  21 

 454001 Pole Space Rentals; 22 

 454002 Other Property Rental Revenue;  23 

 454004 Agricultural Land Rental Revenue;  24 

                                                   
4 See Settlement Agreement, page 10, paragraph A, City of Winchester Missouri, et al., v. Union Electric Company 
d/b/a Ameren Missouri, available at https://cdn.ymaws.com/www.mocities.com/resource/collection/ECCB0F55-
A19D-4839-BFB2-397297C07536/2017.08.04SettlementAgreement.pdf.   
5 Ameren Missouri agreed to accrue gross receipt taxes of $108,333 per month for the agreed to accounts.   
6 The final payment consisted of $5,188,000 to the plaintiff’s attorneys and $8,242,824 to the plaintiffs.  
Additionally Ameren Missouri paid $627,590 between April 2017 and January 2018 for the accrued taxes for a 
total of $14,058,413.  
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 454006 Facility Rentals for Interchange Customers;  1 

 454007 Facility Rentals for Third Party Customers;  2 

 456010 Miscellaneous Billings,  3 

 456011 Miscellaneous Bill Adjustments;  4 

 456005 Overheads Billed – Other Parties;  5 

 456007 Collecting and Remitting Taxes. 6 

Q. Do all of the accounts that Ameren Missouri agreed to include in future tax 7 

filings represent revenue accounts from retail customers? 8 

A. No.  While some of the accounts are generated from retail customers, 9 

450 Forfeited Discounts for example, others such as 454001 Pole Rentals represent revenue 10 

streams generated from contracts with third parties for the use of Ameren Missouri property.  11 

While the revenue Ameren Missouri receives from these contracts is used to determine the 12 

revenue requirement, the contracts are negotiated between Ameren Missouri and the third 13 

parties and are not subject to the tariffed rates. 14 

Q. Do the rental agreements Ameren Missouri has in place with third parties 15 

address taxes? 16 

A. **    17 

 18 

 19 

 ** 20 

Q. How does Ameren Missouri collect gross receipts taxes from retail customers? 21 

A. Under its approved tariff, gross receipts taxes are not included in the tariffed 22 

rate, however Ameren Missouri is allowed to collect these taxes in addition to the tariffed rate 23 

as a separate line item.  Specifically, the tariff language is as follows: 24 

___ __________________________________________

____________________________________________________________

____________________________________________________________

______________________________________________________
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TAX ADJUSTMENT Any license, franchise, gross receipts, occupation 1 
or similar charge or tax levied by any taxing authority on the amounts 2 
billed hereunder will be so designated and added as a separate item to 3 
bills rendered to customers under the jurisdiction of the taxing authority. 4 

Q. How are these taxes treated for ratemaking purposes? 5 

A. Gross receipts taxes are considered pass through taxes during a rate case 6 

proceeding. Because these are a pass through item, both the revenue and the expense associated 7 

with the collection and remittance of the gross receipt taxes during the test are removed from 8 

the cost of service calculation. 9 

Q. Did Ameren Missouri include gross receipt taxes in its calculation of rates in 10 

this case? 11 

A. No.  In fact, Ameren Missouri indicated in its Application that it filed tariff 12 

sheets “designed to decrease Ameren Missouri’s base gross annual electric revenues by 13 

approximately $0.8 million, exclusive of applicable gross receipts, sales, franchise or 14 

occupation fees or taxes.”7  15 

Q. Did the settlement agreement address the potential pass through of what it called 16 

the “Past Tax Payment” utilizing an electric rate surcharge? 17 

A. Yes.  The Settlement Class Members took no position on whether or not Ameren 18 

Missouri may or should collect the taxes from customers.8 19 

Q. How has Ameren Missouri accounted for the settlement payment? 20 

                                                   
7 EFIS Item No. 2, Application, page 2 paragraph 6 (emphasis added). 
8 See Settlement Agreement, page 17, paragraph G, City of Winchester Missouri, et al., v. Union Electric Company 
d/b/a Ameren Missouri, available at https://cdn.ymaws.com/www.mocities.com/resource/collection/ECCB0F55-
A19D-4839-BFB2-397297C07536/2017.08.04SettlementAgreement.pdf. 



Rebuttal Testimony of 
Jason Kunst, CPA 

Page 6 

A. In December of 2013, Ameren Missouri began to record an accrual for the 1 

potential outcome of the case.  The chart below summarizes the amounts that were accrued for 2 

the settlement payment: 3 

 4 

Date Accrued Amount Accrued 

12/31/13 $4,500,000 

6/30/14 $500,000 

12/31/14 $2,400,000 

9/30/16 $5,600,000 

6/30/17 $775,000 

1/31/18 ($344,176) 

Total $13,430,824 

 5 

 The accrual entries were recorded to the provision for injuries and damages, 6 

debiting expense account 925 and crediting liability account 228. 7 

Q. Were any of the entries above included in a test year during a previous Ameren 8 

Missouri rate case? 9 

A. Yes.  The initial accrual was included in the test year ending December 31, 2014, 10 

in Ameren Missouri rate case ER-2014-0258. 11 

Q. Did Staff or any other intervening party propose an adjustment to the provision 12 

for injuries and damages in Case No. ER-2014-0258? 13 

A. No.  The test year level of accrual was included in the cost of service calculation 14 

by both Staff and Ameren Missouri in that case.   15 

Q. Has Ameren Missouri already collected a portion of the settlement payment 16 

in rates? 17 
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A. Yes.  The rates established in ER-2014-0258, which included the unadjusted 1 

accrual for the municipal gross receipts law suit, went into effect on May 5, 2015, and remained 2 

in effect until April 1, 2017.  During this time frame Ameren Missouri collected approximately 3 

$8.3 million in rates for the municipal tax lawsuit.   4 

Q. Please summarize Staff’s position with regard to the proposed amortization of 5 

the municipal tax settlement payment. 6 

A. The municipal tax settlement payment is a non-recurring payment of back taxes; 7 

these taxes are typically reflected and collected separately from tariffed rate revenues as a 8 

separate line item on a customer’s bill.  It would be inappropriate to include an amortization of 9 

the total settlement payment, which represents the back taxes, in the calculation of ongoing 10 

rates in the current case, as it would result in all retail ratepayers subsidizing these taxes.  11 

Ameren Missouri has a method to collect these pass through taxes through the Tax Adjustment 12 

tariff provision.  However, if the Commission were to decide in favor of Ameren Missouri 13 

and include the amortization of the settlement payment in rates, the amount $13.4 million 14 

proposed by Ameren Missouri should be reduced by the $8.3 million that has already been 15 

collected in rates. 16 

DONATED UTILITY PROPERTY 17 

Q. Does Staff have any concerns regarding Ameren Missouri’s recent donations of 18 

property? 19 

A.  Yes. Staff is concerned that it is becoming common occurrence for Ameren 20 

Missouri to donate utility property that has been included for recovery in rates without seeking 21 

Commission permission, informally notifying Staff, or mentioning it in rate case testimony. 22 

These asset donations include the land the former central substation was located on to Saint 23 
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Louis University (SLU), the Eldon operating facility, several bucket trucks and other power 1 

operated equipment.9  These utility properties were included in rates and fully or partially paid 2 

for by rate payers, and were then donated and subsequently replaced by Ameren Missouri, who 3 

again sought recovery for the replacement through rates.   4 

Q. Did Ameren Missouri seek Commission approval before donating any of the 5 

above property? 6 

A. No.   7 

Q. Did Ameren Missouri give notice to Staff and other parties by disclosing the 8 

donations in testimony during rate case filings? 9 

A. No.   10 

Q. Does Staff wish to address any specific donations? 11 

A. Yes, specifically the donations of property by Ameren Missouri of the former 12 

central substation site to SLU and the donation and **  ** of the 13 

operations facility located at 700 Colorado Ave in Eldon, Missouri that were mentioned in 14 

Staff’s Cost of Service Report on pages 38-40. 15 

a) SLU DONATION 16 

Q. Has Ameren Missouri completed its donation of the former central substation 17 

site to SLU? 18 

A. Yes.  The donation of the property between Ameren Missouri and SLU was 19 

completed in early December 2019. 20 

                                                   
9 Ameren Missouri’s response to Staff Data Request No. 0489 indicated that it donated ten Bucket Trucks, a Freight 
Liner, a Flat Bed Truck, a Bobcat Mini Excavator, a Bobcat Skid Loader among other items during the period of 
January 1, 2017 through December 31, 2019. 

_______________
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Q. Please provide a timeline of the events that led to the donation of the former 1 

central substation site to SLU. 2 

A. **  3 

  4 

 
10   5 

 6 

 
11   7 

 ** 8 

Q. Did Ameren receive anything from SLU as a result of the donation? 9 

A. **  10 

 11 

 12 

 13 

 14 

 15 

 ** 16 

Q. Does Staff have any concerns regarding the donation of the property? 17 

A. Yes.  Staff is concerned that Ameren Missouri is donating valuable utility 18 

property that was included in rates and partially, if not fully, paid for by ratepayers when it was 19 

necessary to replace the donated property without a) seeking Commission approval for the sale 20 

and/or transfer of the property and, b) failing to obtain fair market value for the property that 21 

                                                   
10 **  ** See Confidential Schedule JK-r3. 
11 See Confidential Schedule JK-r4. 
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could have been used to offset the construction or procurement of the replacement property.  1 

Staff contends that the appropriate approach would have been to sell the property and use the 2 

proceeds to offset the construction of the replacement substation. 3 

Q. Did Ameren Missouri replace the central substation? 4 

A. Yes.  In 2008, Ameren Missouri purchased land for **  ** on which 5 

to construct the replacement for the central substation, which was placed into service in 6 

November of 2012.12 7 

Q. What is Staff’s proposed ratemaking treatment for the donation? 8 

A. Staff proposes an adjustment to reduce the land value of the replacement 9 

substation by the amount of the gain Ameren Missouri would have received by selling the land 10 

to SLU,13 less any costs Ameren Missouri incurred to ultimately prepare the site for 11 

sale/donation. 12 

Q. How much did Ameren Missouri incur to prepare the land for sale/donation? 13 

A. In response to Staff Data Request No. 0495, Ameren Missouri indicated that 14 

they incurred approximately $214,000 of costs related for environmental testing and clean up 15 

to prepare the site for sale/donation. 16 

Q. Why is Staff making its recommendation? 17 

A. It is Staff’s position that it was inappropriate and imprudent for Ameren 18 

Missouri to donate property that was included in rates without Commission consent or giving 19 

consideration to the ratepayers when the proceeds of the sale could have been used to offset the 20 

construction of the replacement substation site.   21 

                                                   
12 **  

 ** 
13 Based upon appraised value, $1,095,624 less the original cost of the land and attachments $162,105. 

______

_____________________________________________________________________
__________________
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b) ELDON DONATION 1 

Q. Please provide a brief summary of the Eldon donation. 2 

A. In 2006, Ameren Missouri donated the facilities located at 701 Colorado Ave, 3 

in Eldon, Missouri to the American Legion Post 229 in order to facilitate the sale of property 4 

that Ameren Missouri was leasing to the American Legion near Bagnell Dam.  As a result of 5 

the donation of the facility, Ameren Missouri constructed a replacement facility for its 6 

operations at nearby location in Eldon, MO.  **  7 

 8 

 
14 ** 9 

Q. Did Staff address the donation and **  ** of the Eldon 10 

facility as part of the recent Ameren Missouri gas Case No. GR-2019-0077? 11 

A. Yes, as referenced on page 38, lines 10-15 of the Staff Cost of Service 12 

Report filed in this case, Staff proposed an adjustment as part of that case to **  13 

 14 

 15 

 16 

 ** 17 

Q. Why is it necessary to make a similar adjustment in this case? 18 

A. **  19 

 20 

 **   21 

                                                   
14 **  

 ** 

___________________________
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Q. Why is Staff proposing this adjustment? 1 

A. It is Staff’s position that it was imprudent and inappropriate for Ameren 2 

Missouri to donate the facility without Commission approval given that Ameren Missouri had 3 

to construct a replacement facility to house the operations that were located at the donated 4 

facility and **   5 

 6 

 7 

 ** 8 

Q. **  ** 9 

A. **  10 

 11 

 12 

 13 

 ** 14 

Q. **  15 

 ** 16 

A. **  17 

 ** 18 

SOFTWARE MAINTENANCE EXPENSE 19 

Q. Do you have any updates or corrections to Staff’s adjustment for software 20 

maintenance expense? 21 

A. Yes.  Staff received additional software maintenance agreements in response 22 

to Staff Data Request No. 0433 that were not provided at the time of Staff’s direct filing.  23 

________________________________________________

____________________________________________________________

____________________________________________________________

_________

__________________________________________

________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

__________________________________________

________________________________________________

_____________________

________________________________________________
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After reviewing these renewed contracts, Staff made an adjustment to include the costs for these 1 

agreements.  Additionally, in its direct filing Staff made an error calculating the proposed 2 

adjustment to annualize the expense.  After correcting the calculation error and including the 3 

additional software maintenance agreements, Staff now recommends an adjustment of 4 

**  ** software maintenance expense. 5 

Q. Does this complete your rebuttal testimony? 6 

A. Yes. 7 

_________
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