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STATE OF MISSOURI )
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Charles R. Hyneman, of lawful age and being first duly sworn, deposes and states:

1. My name is Charles R. Hyneman. I am the Chief Public Utility Accountant
for the Office of the Public Counsel.

2 Attached hereto and made a part hereof for all purposes is my surrebuttal
testimony.
3. I hereby swear and affirm that my statements contained in the attached

testimony are true and correct to the best of my knowledge and belief.

7/ )
Charles R. Hynemén, C.P.A.
Chief Public Utility Accountant

Subscribed and sworn to me this 18" day of December 2015.

3Bz, JERENEA BUCKHAN SF

g My Commission Expires N 2

; NOTARY 0 August 23, 2017 " Vi l\ et \,\:\;:\L WO
SEAL Cole County
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SURREBUTTAL TESTIMONY
OF
CHARLES R. HYNEMAN

KANSAS CITY POWER & LIGHT COMPANY
KCP&L GREATER MISSOURI OPERATIONS COMPANY

CASE NO. EC-2015-0309

Please state your name and business address.

Charles R. Hyneman, PO Box 2230, Jefferson Gigsouri 65102

By whom are you employed and in what capacity?

| am employed by the Missouri Office of the FabCounsel (“OPC” or “Public

Counsel”) as the Chief Public Utility Accountant.

Are you the same Charles R. Hyneman who filed dict testimony in this case as a

member of the Staff of the Missouri Public Servic€€ommission?

Yes, | am. | was employed with the Missouri RablService Commission

("Commission") until November 30, 2015. | filed'elit testimony in this case while a
member of the Commission Staff. On December 15204ccepted a position with
the OPC. It is my understanding that the direstitgony | filed as a member of the

Commission Staff will be adopted by member of theffS

Please describe your educational background anglork experience.

| earned a Master of Business Administrationnfrahe University of Missouri,

Columbia. | also earned a Bachelor of Science eed@Accounting and Business
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Administration) from Indiana State University in ri@ Haute, Indiana. Finally, |
earned Associates in Applied Science degree in r@cist Management from the

Community College of the Air Force.

On December 1, 2015, | began my employment wighQIPC as Chief Public Utility
Accountant. Prior to that, | was employed with @@mmission in various regulatory
auditor and manager positions from April 1993 tlglouNovember 2015. As a
member of the Staff | held the position of Regutatduditor V, which is a senior-
level professional and supervisory position in @@mmission's Auditing Department.
As a Regulatory Auditor V, | performed, supervisadd coordinated regulatory

auditing work for the Staff.

Are you a Certified Public Accountant?

Yes, | am a Certified Public Accountant licensedhe State of Missouri. | am also a

member of the American Institute of Certified Palccountants (“AICPA").

Have you previously testified before this Comm&on?

Yes, | have testified before the Commission amerous occasions over the past 22

years.

In your work history, have you obtained signifi@nt experience and developed an
expertise in the areas of utility affiliate transations and the application of the
Commission's Electric Affiliate Transactions Rule,4 CSR 240-20.015 ("Affiliate

Transactions Rule" or "Rule")?
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A.

Yes, | have significant experience as a regmjasuditor and expert witness in the
area of regulated utility affiliate transactions.hhve filed testimony with the

Commission on affiliate transactions and utilitygr@ company cost allocation issues
in several utility rate case audits and other pedoggs. These cases include cases
involving Kansas City Power & Light Company ("KCBLand KCP&L Greater

Missouri Operations Company ("GMQO").

Over the past several years have you been invely in reviews of Affiliate
Transactions Rule compliance and the sufficiency dhe Cost Allocation Manuals

(CAMSs) of major Missouri utility companies?

Yes, | was the Staff expert witness in the Adfié Transactions Staff Complaint (Case
No. GC-2011-0098) against Laclede Gas Companythdhcase, Laclede, Staff, and
the OPC filed dJnanimous Partial Stipulation And Agreement And WaiRequest
And Request For Approval Of Cost Allocation Manwuddich, among other things,
resolved certain affiliate transaction issues dhigethat Staff complaint case. The
Commission issued an order approving the partigulsttion and agreement on

August 14, 2013.

| was also the Staff expert witness in File No.-EHT14-0189 ("0189 Case"). In the
0189 Case, KCPL and GMO filed @&pplication for Approval of its Cost Allocation
Manual which is required by the Commission’s Affiliateahsactions Rule. The
Staff, OPC, KCPL and GMO have made significant peeg in the design of a revised
CAM for KCPL and GMO. As of November 30, 2015, t8&ff, OPC and KCPL

appeared to be in agreement on all issues in tHelkatid GMO CAMs.
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Finally, 1 was the Staff expert withess in File .N6ile No. AO-2012-0062. On
August 23, 2011, The Empire District Electric Compd"Empire") and Empire Gas
filed for Commission approval of its CAM pursuantdn agreement in Empire’s rate
case, File No. ER-2011-0004. Until recently, | vilmgolved in a review of Empire's
affiliate transactions policies, procedures, artdrimal controls and the sufficiency of

its CAM policies, procedures and controls.

Did you participate in prior Commission cases aacerning KCPL and GMO'’s
involvement with a marketing company based in Atlata, Georgia named

Allconnect, Inc. (“Allconnect”)?

Yes, although | am not one of the authors of Report of Staff's Investigation File
No. EO-2014-0306 Allconnect Direct Transfer Servidégreement Between
Allconnect, Inc. and Great Plains Energy Serviagesolporated Respecting Itself and
Its Affiliates Kansas City Power & Light CompanydaKCP&L Greater Missouri
Operations Company/‘Staff Report”), | did actively participate in ¢hinvestigation
which led to the Staff Report and Staff Complaihatt forms the basis of this
complaint case. | also addressed KCPL'’s involvamgth Allconnect and testified

before the Commission in KCPL's last rate case, BN®-2014-0370.

What is the purpose of this testimony?

The purpose of this testimony is to respond he tebuttal testimonies of KCPL

witnesses Darrin Ives, Chuck Caisley, Jean Trae, Ronald Klote.
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While this case involves GPES’ relationship withtthhd&KCPL and GMO, in this
testimony | may at times refer only to KCPL. GM@&smo employees or management
and all of its operations are controlled by KCPLnaxgement. My reference to KCPL
in this case includes GMO'’s relationship with GP&San affiliate transaction and

KCPL'’s control of GMO'’s business operations.

REBUTTAL OF KCPL WITNESS IVES

Is Mr. Ives correct when he states at page 4 ¥n9 of his rebuttal testimony that

GPES is a non-regulated subsidiary of Great PlainEnergy?

Yes, Great Plains Energy Services (“GPES”) isoamregulated entity which holds
itself out to be a service company for KCPL and GM@d other GPE entities.
However, GPES, unlike other utility service comganihas no employees and
provides no actual services. GPES is highly unustaot unique, in this respect.
GPES is an affiliate of KCPL and GMO and all eestiare owned and controlled by

Great Plains Energy as the parent company.

Please comment on Mr. lves’ assertion at pagecf his rebuttal testimony that

GPES is a “contracting vehicle” for KCPL and GMO.

GPES may act in this capacity for KCPL and GMThere may be times when it may
make sense from an efficiency perspective for GR&ESegotiate and enter into

contracts for itself and its affiliates.

However, the fact that GPES may, at times, be usereat Plains Energy as a

contracting vehicle does not negate the fact th@PKs involvement in the
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transaction with GPES is an affiliate transactioat is governed by the Commission’s

Affiliate Transaction Rule.

The stated purpose of the affiliate transactiore 1isl to “prevent regulated utilities
from subsidizing their nonregulated operations.”eTRule sets forth financial
standards, evidentiary standards, and record-kgepiandards applicable to any

Commission-regulated utility.

Paragraph (1) of the Rule defines an affiliatedtgmats any entity which directly or
indirectly, through one or more intermediaries,rfols, is controlled by, or is under
common control with the regulated electrical cogtion.” GPES and KCPL/GMO
are under the common control of Great Plains Ener@yeat Plains Energy is the
parent company that controls KCPL and GMO and GRE®unt other entities. The

Rule establishes that KCPL/GMO and GPES are atfdia

In addition, the Rule establishes that KCPL/GMO &RES engage in an affiliated
transaction. Rule Paragraph 1(B) defines an affiltransaction as any transaction
between a regulated electric utility and an afifia It also defines an affiliated
transaction as any transaction between the reguéatd nonregulated operations of a

utility.

Please explain business transactions between KUBMO and GPES and GPES’

contract with Allconnnect.
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A.

KCPL and GMO have no contract or written agreetwath Allconnect. The contract
that governs KCPL and GMO'’s interaction with GPE®d GPES’ contractual

obligations to Allconnect is the contract signed@GRES and Allconnect.

Regardless of why Mr. Ilves says GPES only acts dsoatracting vehicle” the
transaction is structured as an affiliate transactietween KCPL/GMO and GPES. It
is through the GPES-Allconnect contract that GP&E®&mits KCPL/GMO to provide

the services to Allconnect.

Even if the Commission concludes that KCPL/GMO'’saffiliate GPES is not
involved in the Allconnect transaction and the trasaction is simply an
arrangement between KCPL/GMO’s regulated and nonreglated operations,

does the Affiliate Transaction Rule still apply?

Yes, as defined by the Commission’s Affiliateamsactions Rule, 4 CSR 240-
20.015(1)(B), an *“affiliate transaction” means atrgnsaction for the provision,
purchase or sale of any information, asset, prodwucservice, or portion of any
product or service, between a regulated electdogboration (KCPL and GMO) and
an affiliated entity (GPES). The Rule also statiest affiliated transaction shall
include all transactions carried out between anegmated business operation of a
regulated electrical corporation and the reguldtesiness operations of an electrical

corporation.

As is described in this testimony, in its trangat with GPES, KCPL’'s management

is using KCPL and GMOQO'’s regulated assets and enegwywhich are a part of its
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regulated business operations, and transferringfathe profits of the transaction to

non-regulated operations.

Therefore, even if the Commission believes thatPKIGMO (both regulated and
nonregulated parts of the companies) have a bussirgationship with Allconnect,
instead of GPES having the business relationship Ailconnect, then the Affiliate
Transaction Rule, by definition, still applies teettransactions between KCPL/GMO
and Allconnect as it involves transactions betwkK@PL and GMO'’s regulated and

nonregulated operations.

If the Commission believes that the KCPL/GMO - Alhmect relationship is restricted
to only transactions between KCPL and GMO'’s reguattility operations and
Allconnect, then the Affiliate Transaction Rule vidwnot apply. However, in this
situation the Commission would error if it did rder KCPL management to record
all of the profits from the Allconnect transactiom regulated operations for both

KCPL and GMO.

What is the significance of the fact that KCPL’sinvolvement in the transaction

between GPES and Allconnect is an affiliate transdion?

KCPL/GMO'’s transactions with GPES results in e violations of the
Commission’s Affiliate Transaction Rule. These watabns include providing
preferential service to GPES, providing GPES with @nfair advantage over
competitors, and providing GPES with a financiavatage by subsidizing an
affiliate. In addition KCPL/GMO is violating vari@uevidentiary standards listed in

Paragraph (3) of the Rule and most, if not allthed record keeping requirements
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listed in Paragraph (4). | do not go into detailtbese specific Rule violations as they

are not specifically included in the Staff Comptain

If the Commission determined that KCPL/GMO'’s relationship with GPES was
not subject to the affiliate transaction rule, woutl the OPC still have significant

concerns with this business relationship?

Yes, OPC has three overall concerns with thatimiship that currently exists
between KCPL and GPES. These concerns exist whethaot the Commission

believes the Affiliate Transaction Rule applieshis transaction.

1. KCPL’s management is misleading KCPL/GMO ouasrs into being
transferred to Allconnect, a high pressure nondedgd marketing company
that provides no value to customers. As concluge&taff, and by OPC by
listening to customer calls, and as admitted by KCGRIconnect agents have
acted in and aggressive manner toward KCPL and GMi®y customers.

2. KCPL’s management is selling specific customérmation through
GPES to Allconnect in direct violation of Commigs® Affiliate Transaction
Rule 4 CSR 240-20.015 Paragraph (2)(C) Standartds requirement is that:

Specific customer information shall be made avéslalo
affiliated or unaffiliated entities only upon consent of the
customer or as otherwise provided by law or comimmssules
or orders. (Emphasis added)

3. KCPL’'s management is acting in an imprudenhmea toward KCPL
and GMO'’s regulated utility operations and is agtin a manner that is
financially detrimental to regulated utility ratgfess. KCPL/GMO's regulated
utility operations provide services to GPES usiagutated assets and utility
employees. KCPL/GMOQO’s regulated operations alsd sekecific utility
customer information to GPES who then provides tm&rmation to
Allconnect. However, all of the revenues and alltbé profits from the
Allconnect transaction are recorded by KCPL's managnt to nonregulated
operations. KCPL/GMOQO’s nonregulated operations l®vno services to
GPES to earn these revenues and profits.
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Q.

Please describe how KCPL management is acting prudently and how KCPL

management is acting to the detriment of its eledir utility ratepayers.

Prudence is a standard that is placed on KCPhagement when they discharge their
duties with respect to the operations of the rdgdlautility. When operating the

business of a regulated utility the utility's maeagent must act with a standard of
care that a prudent person would use in conduttiegperations of a business. KCPL
does not act prudently with respect to utility gaems when it takes actions not to
increase utility revenues and profits after it pd@g services to an entity using
regulated utility assets and regulated utility eoypkes. KCPL management gives
away the revenues and profits it receives throaglaffiliate relationship with GPES

to a different entity — KCPL'’s non-utility busines3his is how KCPL management is

acting imprudently in respect to the financial atp®f the Allconnect transaction.

KCPL management acted imprudently when they maeal#étision not to match the
utility expenses of providing this service to GP&ifh the revenues it received from
providing this service. KCPL’s management madedixasion not only to 1) prevent
any profits from the GPES-Allconnect transactioéoretained by the utility, but also
to 2) not allocate a reasonable amount of the esgseiit incurs in providing this
service to GPES to non-regulated operations. Il adtress this under-allocation of

utility expenses in my rebuttal to KCPL witness tefs rebuttal testimony.

How could KCPL management have acted prudentlyni respect to the Allconnect

transaction?
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A.

Assuming that KCPL'’s participation in the GPESlconnect transaction was actually
beneficial to customers, KCPL management could haeied prudently. KCPL
management could have allowed KCPL'’s utility busséo receive the revenues and

profits it earns from providing the service to GRPES

At pages 14 through 17 of his rebuttal testimonyMr. Ives discusses the issue of
providing specific customer information to GPES anahen to Allconnect through
the GPES-Allconnect contract and asserts that a “eamon sense” reading of the
Commission’s Affiliate Transaction Rule would resut in a conclusion that KCPL
does not have to obtain customer consent before KCPsells this information.

How is Mr. lves wrong?

Paragraph (2)(C) of the Affiliate Transaction |Rustates “Specific customer
information shall be made available to affiliated umaffiliated entities only upon
consent of the customer or as otherwise providedaly or commission rules or
orders.” It also states that general or aggregetstbmer information shall be made

available to affiliated or unaffiliated entitiesapsimilar terms and conditions.

Mr. Ives is wrong because his interpretation & ttustomer consent is required only
when the specific customer information is useduimregulated purposes. This is not

what the Rule says.

Assuming KCPL'’s interpretation of the Rule is caorect, would customer consent
still be required because this KCPL-GPES affiliatetransaction that involves

selling customer information to Allconnect is a norregulated transaction?
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Yes, even if Mr. Ives’ strained interpretationcisrrect, customer consent would still

be required prior to being transferred to Allcorinec

KCPL'’s relationship with GPES is a nonregulatedibess relationship. This fact is
confirmed by KCPL'’s charging its expenses to seklleonnect (through the GPES
contract) to nonregulated operations and recordihgf the revenues to nonregulated
operations. If Mr. Ives views as a “regulateditytibperation” a transaction where all
of the expenses of the transaction are chargednregulated operations and all of the
revenues and profits of the transaction accrueotoagulated operations, his view is

certainly unique in the field of utility accountirgd ratemaking.

A statement that a transaction where expensesnueg and profits are recorded to
nonregulated operations should be viewed as aatglibperation is counter-intuitive.

It is difficult for me to see how such a conclusizan be reached.

What is Mr. Ives’ rationale for KCPL not complying with Paragraph (2)(C) of
the Affiliate Transaction Rule that specific custoner information shall be made

available to affiliated or unaffiliated entities only upon consent of the customer?

His rationale is simply that no utility in Missd (according to his testimony)
complies with this requirement and, therefores im0t a requirement that KCPL has to

meet.

How do you respond?

The requirement of the Commission’s rules isacléSpecific customer information

shall be made available to affiliated or unafféidtentities only upon consent of the
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customer or as otherwise provided by law or comimisgules or orders.” 4 CSR 240-
20.015(2)(C). Just because Mr. Ives believes tlaMissouri utility complies with

this requirement does not excuse KCPL'’s failuredmply with this requirement.

At page 17 line 6 of his rebuttal testimony, Mr.lves states that “On the other
hand, Staff's interpretation of 4 CSR 240-20.015(2%), if adopted and enforced
by the Commission upon utility service providers amss the State of Missouri,
would severely restrict the ability of utilities in the state to make use of third

party contractors in support of regulated operatiors...” Is Mr. lves correct?

First, as an initial matter, KCPL is required fidlow the Commission’s rules as
currently effective, regardless of any perceived-nompliance by other entities.
Second, to accommodate for circumstances wheret stdherence to the rule is
unduly burdensome, Paragraph (1@gariances of the Commission’s rule contains
broad and easy to adopt variance provisions. Ity the Rule’s variance procedures
even allow for a utility to continue with a transiaa that is not in accordance with the
Rule’s provisions as long as the utility believies transaction is in the best interest of

the customer and the utility follows up with filirigr approval of a Rule variance.

What is the position of OPC on this issue?

OPC believes Rule 2(C) is an important and ss@g/ consumer protection which
affords customers with the right to refuse spec#iad personal information from
being released outside of the utility. KCPL seskdilute this requirement. As
written, this requirement is specific and cleard ah needs no modifications or

additions. If KCPL believes it is appropriate tellsor otherwise transfer specific
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customer information without customer consentas b simple and expedient option

available to get the authority to do it.

REBUTTAL OF KCPL WITNESS CAISLEY

At page 2 line 18 of his rebuttal testimony, Mr.Caisley states that KCPL and
GMO seek ways to improve the way they do businessittv their customers in
order to “enhance the overall customer experience”. Does the relationship

between GPES and Allconnect enhance KCPL/GMO's cusimer experience?

No, if KCPL management wanted to enhance KCPL{@d/kcustomers’ experience, it
would allow its customers with a choice or an optiot to be transferred to a non-

regulated high-pressure marketing firm.

Is Mr. Caisley’s testimony about KCPL partnering with Allconnect though its
affiliate relationship with GPES as a way to enhane the customer experience
very similar to the reasons why KCPL said it firstpartnered with Allconnect in

20057

Yes, the following was a quote from Allconneci#sigust 8, 2005, press release

announcing the 2005 KCPL-Allconnect Partnership.

"In_our_efforts to _continue delivering _a_great_custmer
experience, we're now offering the KCP&L Connections
program to assist movers who need to arrange fav ne
household services such as local phone, cabldisatéV,
Internet access, and the Kansas City Star," sdldHBrdegen,
Vice President, Customer Operations, KCP&L. (emjzhas
added).
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KCPL first formed a relationship with Allconnect 2005. It is my understanding that
at that time KCPL customers were provided with atiom not to be transferred to
Allconnect. Many KCPL customers, when given thidian in 2005, declined to be
transferred to Allconnect. Overall, not enough KC&listomers were transferred to

Allconnect to make the relationship sustainablet s@s discontinued.

Now, Mr. Caisley has testified that the new 2018@R{-GPES partnership where
GPES contracts with Allconnect is once again a pAKKCPL'’s attempt to enhance
customer experience. But the difference between 2005 KCPL-Allconnect

partnership (which failed) and the 2013 KCPL-GPH&axnect relationship is that
KCPL is now denying its customers the choice whetitenot to be transferred to
Allconnect. Specific and intentional denial of r&gad utility customer choice,
especially a choice that customers were previcatyded is far from good customer

service.

In his Rebuttal testimony, Mr. Caisley states tht the transfer of regulated
electric utility customer-specific information from KCPL to Allconnect without
customer authorization is “consistent with the reqirements in Missouri.” Is this
transfer of regulated utility customer information consistent with the

Commission’s Affiliate Transaction Rule?

No. The Rule requires (absent a law or Commrssigde or order that waives this
requirement) that before KCPL releases customerHspenformation to either an

“unaffiliated entity” such as Allconnect or an &tied entity such as GPES, it must
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obtain the regulated electric utility customersnasent. KCPL makes no attempt to
obtain any consent from its customers. Ratherctmapany informs customers that

they will be transferred to Allconnect in orderrezeive a “confirmation number.”

At page 4 line 21 of his rebuttal testimony, Mr.Caisley states that Allconnect
provides verification of customer account informaton at no charge to the
company. Does Allconnect’s verification of accouninformation provide any

value to utility customers?

No. To generate nonregulated revenue using laegi assets and regulated
employees, KCPL has to create some type of prettbiasehis transaction provides a
regulated utility purpose or function. KCPL's diig customer service

representatives are sufficient and do not needaiséstance of an outside entity to
accurately and effectively process new servicdramsfer of service, calls. For many
years KCPL call center representatives verifieditifi@mation with the customer and

provided the confirmation number to the customehauit the use of a third party.

At page 4 line 22 of his rebuttal testimony, Mr.Caisley states that without
Allconnect, KCPL would have to replace this “accouh verification” process in

some other way at a higher cost that would lead toigher rates. Please comment.

To my knowledge, KCPL did not use any entityprovide any “account verification”

process in its history as a public utility.
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The need for this “verification service” did not arise until 2013 when the company
needed to create some “legitimate” reason to transfer its regulated customers to a

nonregulated company without the customer’s consent.

Outside of these unsupported and self-serving comments by Mr. Caisley and other
KCPL witnesses, KCPL provided no support that ending its relationship with GPES as
it relates to GPES’ relationship with Allconnect could increase costs to the utility to

provide satisfactory customer service.

At page 5 line 11 of his rebuttal testimony, Mr. Caisley states that KCPL'’s desire
for non-regulated profits was a factor in partnering with GPES in GPES’

contract with Allconnect, but not the most important factor. Please comment.

Mr. Caisley is a member of Great Plains Energy’s and KCPL’s Senior Leadership
Team. In a PowerPoint Presentation at the January 19, 2013, Great Plains Energy and
KCPL Senior Leadership Team Meeting the risks and opportunities of partnering with

Allconnect were discussed.

In the “Issue Overview” of the Allconnect discussion was the

** The issue of customer satisfaction was not mentioned in the Issue
Overview. The issue of customer satisfactior
** The specific
“Opportunities” discussed at the Senior Leadership Team meeting on January 19,

2013, as listed in the PowerPoint presentation, were: **
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**

The specific “Risks” associated with the Allconnect partnership discussed at this

meeting were: **

**

Finally, the “Regulatory Consideration” discussed at this meeting wi

**

At page 6 lines 4 - 15 of his rebuttal testimony, Mr. Caisley attempts to convince
the Commission that KCPL'’s relationship with GPES provides opportunities to
communicate regulated services to customers through transfer of customer calls

to Allconnect. Please comment.

Mr. Caisley lists one of the services as marketing KCPL’s Missouri Energy Efficiency
Investment Act (“MEEIA”) programs. Allconnect would be unnecessary for this

purpose for several reasons.

First, only KCPL customers who are starting new services or transferring services are

transferred to Allconnect. This, on an annual basis, would only be a small percentage

Page 18 NP



10

11

12

13

14

15

16

17

18

19

20

21

22

Surrebuttal Testimony of
Charles R. Hyneman

of KCPL customers. Second, as the Commission &gvwhe MEEIA programs are
highly complex programs that do not appear to fdlvio be marketed by a non-
regulated marketing company that is also tryingetb cable television, home security,
telephone, and internet services. Finally, KCP&tomer service representatives, who
are not under pressure to market nonregulatedcesnare in a much better position to
advise utility customers on any opportunities adteby KCPL through its MEEIA

program.

KCPL customer service representatives currently rnamcate to these customers
about paperless billing, billing programs, onlie@unt services, etc. These regulated
utility employees are the experts on these iss@disonnect agents are far from being
experts on these issues. It is unclear why KCPL ldvallow GPES to permit
Allconnect marketing company agents to discuss seghlated utility business issues
with KCPL customers. These are regulated utilgywses that are currently being

performed by regulated call center utility emplogee

It is important to note that utility call centepresentatives are evaluated on how well
they provide utility services to customers. Alloecst agents on the other hand are
likely evaluated and compensated on how many sthleg can make to KCPL

customers.

Did OPC attempt to obtain basic information abow how Allconnect agents are

compensated?

Yes, OPC Data Request No. 2010 asked KCPL toigeobasic compensation

information about Allconnect agents. Mr. Dwight &ggs, an employee of Allconnect
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and a KCPL witness in this case refused to pro@&#C with any of the requested
data. Mr. Scruggs replied to this data requesheadid to several data requests, that

the requested information was personal and corti@len

It is curious why Mr. Scruggs believes KCPL'’s rkgary agencies should not be
allowed access to data about Allconnect that iswers personal and confidential, but
he believes that his company, Allconnect, shouldehmformation about KCPL'’s

regulated utility customers that is truly persoaadl confidential.

At page 8 line 18 of his rebuttal testimony, MrCaisley indicates that he believes
customers value choice. Do you agree with Mr. Cdey that customers value

choice?

Yes, but oddly enough, KCPL management doespnotide such a choice to its
utility customers. KCPL management forces custonmtersbe transferred to a

nonregulated marketing company.

The irony revealed in Mr. Caisley’s testimony abdCPL management should not be
lost. He recognizes the benefits of choice to KGRtListomers, yet he takes specific
action as a member KCPL management to remove #maé shoice from regulated

utility customers.

KCPL'’s explicit offer of choice to its customergshe choice not to be transferred to
Allconnect — is the absolute minimum requiremestjtacelates to customer service,

that OPC believes should be ordered by the Comomissithis case.
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Q.

At page 9 line 7 of his rebuttal testimony, Mr.Caisley admits that Allconnect
agents have been “pushy” or “aggressive” with KCPLcustomers. Do you agree

with Mr. Caisley on this point?

Yes, | do. | have listened to several calls frEl@PL customers to KCPL call center
representatives and the calls that have been éraedfto Allconnect. While | have not
experienced one instance of pushy or aggressivavimehon the part of a KCPL call
center employee, | have listened to several aggeeasd pushy Allconnect marketing

agents interacting with KCPL ratepayers.

What are your concerns after listening to how Atonnect agents treat

KCPL/GMO customers?

My concern is that when KCPL/GMO utility custoreecall KCPL call center
representatives about a regulated electric usisvice issue, KCPL/GMO customers

should not be transferred to a high pressure matkebmpany.

Do you believe the comparison Mr. Caisley makest page 9 line 21 that a mistake
by a KCPL customer service employee is equivalent ta “mistake” such as pushy

and “aggressive” behavior by Allconnect agents?

No, in my opinion this statement is nothing maéhan an attempt by Mr. Caisley to
downplay the seriousness of the aggressive andypAfibonnect agent behavior

toward KCPL customers.

Does the behavior of Allconnect agents toward KEL's utility ratepayers

continue to be pushy and aggressive?
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A.

Yes, and | believe if the Commission listenedthese calls they would agree. |
recommend the Commission request copies of theogulabne calls that KCPL call
center representatives transfer to Allconnect.inktht would be appropriate for the
Commission to request from Staff, OPC, and KCPLienpmwf calls that each party
believes would allow the Commission to gain an ust@ading of the interaction

between Allconnect and KCPL'’s utility customers.

Despite Mr. Caisley’s testimony at page 9 linellthat the aggressive and pushy
behavior on the part of Allconnect was limited to P13, have you personally

listened to pushy and aggressive behavior by Allcorect agents after 20137

Yes, | recently listened to a discussion betwaanAllconnect agent and a KCPL

utility customer who was transferred to AllconnentApril 9, 2014.

The particular call | am referring to is labelesl ‘@Q0050 HC_Alison_(last name
redacted) Sales Call 4.9.14.” In this call you baear the frustration on the part of a
KCPL customer who does not want to commit to angtretual agreements with
Allconnect. At the end of the call, this utilityustomer had to specifically ask the
Allconnect agent for the utility service confirmati number (the number needed by
the customer and withheld by KCPL) and the Allcartnagent acted like the
confirmation number was not important and not ndeblg the customer. It is my
understanding that this confirmation number is ingot and may be required by

landlords prior to KCPL customers being allowednove into an apartment complex.
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My conclusion after listening to this call was thla¢ customer was treated poorly by
the Allconnect agent and by KCPL for forcing thisstomer to be subjected to this

treatment.

Even given a situation where KCPL was requiredd offer its utility customers the
option of whether or not to be transferred to Allconect, do you believe that

Allconnect provides any benefit to KCPL'’s customer3

No. Allconnect is not capable of offering KCPlustomers with a complete list of
home service providers. It is also not able tieroinformation on what options are
available to people who live in KCPL's service tiemy for them to be able to select

the best available service provider for internet eable television service.

Mr. Caisley even admits at page 10 lines 14 thinol@ of his rebuttal testimony that
Allconnect’s service offerings are not as attraetor convenient than if Allconnect
offered KCPL customers with all of the options th&PL customers actually have

from service providers in their local area.

As an example, Google Fiber has recently offerexvises in the KCPL service
territory. By not offering Google Fiber servicas KCPL customers, Allconnect is
actually withholding valuable information from KCP&ustomers that would be
beneficial to them in their decision to select ateinet service provider. Allconnect
will advertise the services of internet serviceviders to which they are affiliated, but
will not advertise the services of Google Fiberaflhin my opinion, is a customer
service detriment and is a reason why, even withtorner choice, Allconnect

provides no beneficial services to KCPL and GMQOauners.
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Q.

Does it appear likely that many consumers in KCP's service territory agree

with you about Google Fiber?

Yes, in 2015 Bernstein Research performed aesunv Kansas City, Missouri. The
results of this survey show that Google Fiber hesome a popular choice among
consumers in KCPL'’s service territory “selling t0 §ercent of customers in some
Kansas City neighborhoods.” The following is a gufsom a March 12, 2015 article
shown on the Kansas City Star website (kansasoity).c

A survey released last spring by Bernstein Resesugigested

that Google Fiber was selling better than the CigpyrOffice

numbers suggest. Bernstein acknowledged its numbers

showing Google Fiber selling to 80 percent of coms in

some neighborhoods, reflected those areas that most

aggressively courted the service. It also found @wmogle

product especially popular with more wealthy howde$

Still, other industry analysts have said their sys/ found

Google Fiber capturing close to 40 percent of thsiress in

neighborhoods where it chooses to expand its n&twor

The fiber-optic-based service was started by Goagea

showcase for high-speed Internet service and aédanleo

features to help spur competition.

Kansas City now has what are likely the cheapedt raost

robust broadband offers in the country.

(http://www.kansascity.com/news/business/article BAFD

The article also states that with Google Fiber “8anCity now has what are likely the

cheapest and most robust broadband offers in tinetigo”

At page 11 of his rebuttal testimony, Mr. Caislg states that Staff witness

Hyneman’s direct testimony (adopted by Staff witnes Keith Majors) incorrectly
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states that the GPES-Allconnect contract was signdaly Mr. Caisley as a member

of GPES and not KCPL. Please comment.

A. There is no question that Mr. Caisley signed &lleonnect contract acting in his

capacity as a representative of GPES and an offit&reat Plains Energy. Great

Plains Energy is the parent company of GPES asaséflCPL.

Mr. Caisley does not offer in his rebuttal testimahat he is an officer of Great Plains
Energy as well as being an officer of KCPL. Howetlee GPE webpage clearly states
that Mr. Caisley is “Vice President, Marketing a@Pablic Affairs, Great Plains Energy
and KCP&L.™ Mr. Caisley attached his signature to the Allcartremntract acting on
behalf of GPES, Inc. and affiliates. Please refeSthedule CRH-d2 page 9 of 20
Attachment 2 HC, attached to Staff’s direct testijmon this case that was adopted by

Mr. Keith Majors.

There is no indication that Mr. Caisley signed ttastract as an officer of KCPL. If
Mr. Caisley has any documentation that he signedcitntract as an officer of KCPL,
documentation that would contradict the only reaste conclusion that anyone who
reads the Allconnect contract can reach, KCPL shqubvide this information.
However, as it stands now, the only evidence irs ttlse, the actual contract
document, clearly shows that Mr. Caisley signed ttontract as a representative of

GPES and an officer of Great Plains Energy, and<@RL.

*http://www.greatplainsenergy.com/caisley.hifalst viewed December 17, 2015).
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Q.

REBUTTAL OF KCPL-GMO WITNESS TRUEIT

At page 7 of her rebuttal testimony, KCPL witnes Trueit attempts to present the
impression that KCPL affords its customers with a boice on whether or not to

be transferred to Allconnect. Please comment.

Ms. Trueit is wrong. KCPL call center represeiviss read scripts provided to them by
KCPL management. The call center employees ardregfjto portray to customers
that the transfer of the call to Allconnect is atpaf the regulated utility service
provided by KCPL. The KCPL customer is led to betiehat in order for it to
complete the transaction and receive the servasester and confirmation number, he
or she has to be transferred to Allconnect. It i @pinion that these scripts are
specifically designedot to provide customers with any way to opt out @& ttansfer

to Allconnect.

REBUTTAL OF KCPL-GMO WITNESS KLOTE

At page 3 line 14 of his rebuttal testimony, MrKlote states that the transaction
between KCPL and Allconnect and is not an affiliatetransaction. Does he

provide any reasons or any support for this statem?

No. Mr. Klote makes this statement but providesenaence, support or rationale
why he believes it to be true. Mr. Klote simply reakthe statement and defers to
another KCPL witness, Mr. Ives. It is not clearttha. Klote has any basis to believe
the Allconnect transaction is not an affiliate saation, other than what he was told

by Mr. Ives.
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Q.

Please explain why this transaction is an afféite transaction covered by

Commission Rule 4 CSR 240-20.015 Affiliate Transaoins.

There should be two transactions. The firshgeaction is between KCPL/GMO and
GPES where GPES transacts with KCPL/GMO for thétrig use KCPL’s utility
assets and employees. The second transactioatigedn GPES and Allconnect
where GPES, having secured the ability to use K&$dets and employees through its
affiliate transaction with KCPL, commits contradtyawith Allconnect to provide

service to Allconnect using its affiliate KCPL'sgidated assets and employees.

The transaction between KCPL and GPES is clearlgffiliate transaction and | have
covered that point in other sections of this testign If the Commission agrees with
this view of the transaction, then the KCPL-GPE&hsaction is covered by the
Affiliate Transaction Rule as explained by Paragraefinitions subparagraph 1(A)

and 1(B).

KCPL, however, disagrees with this interpretatibthe GPES-KCPL transaction and
KCPL witness Ives explains that GPES is not reallparty to the transaction but
merely acts as a “contracting vehicle.” | havecdiéed above in my response to Mr.

lves’ testimony the serious flaw in his argument.

However, if the Commission accepts that the trammacs between KCPL and
Allconnect then it should also accept the fact tingg transaction involves KCPL's

regulated operations and nonregulated operatiothssahus covered by the Rule.

Please explain.
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A.

KCPL'’s regulated utility operations provide thélity employees and many of the
assets used in providing the service to Allconrmdt all of the revenues and the
profits of the transaction are pulled out of the{Cregulated utility operations and
transferred to KCPL non-utility nonregulated openas. This transaction, as designed
and specifically structured by KCPL, is specifigallddressed by and subject to the

Affiliate Transaction Rule as explained in Ruleggraph 1(B) which states:

(B) Affiliate transaction means any transaction ftine
provision, purchase or sale of any informationeggsroduct or
service, or portion of any product or service, ledw a
regulated electrical corporation and an affiliatextity, and
shall include all transactions carried out betweany
unregulated business operation of a requlated riglalct
corporation and the regulated business operatian eléctrical
corporation..(emphasis added)

At page 4 line 2 of his rebuttal testimony, Mr.Klote states “Mr. Hyneman’s

assertions are simply wrong. Revenues and costs atdd to the Allconnect
relationship are charged below the line to nonregalted accounts, meaning that
neither the revenues nor the costs related to thelldonnect relationship are used

to determine rates paid by KCPL /GMO customers.” Péase comment.

| would agree that some of expenses incurredKBYL to service Allconnect are
recorded below the line. But as Mr. Klote explalater in his testimony, even he
admits KCPL erred in this cost allocation and ustied the level of Allconnect
expenses that should have been charged to nontegjudampany operations. An
under-allocation of expenses to nonregulated ojp@astincreases the level of

expenses in regulated operations and increasestoateistomers in a rate case.
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However, this cost allocation is not one of themmiasues in this case. The level of
expense under-allocation to nonregulated operatiatde addressed in KCPL and
GMO'’s next rate case. The point | want to make lois tssue is that KCPL has
understated the level of KCPL utility expensestezldo Allconnect that should have

been charged to KCPL'’s nonregulated company ojpeisti

At page 4 line 12 of his rebuttal testimony, Mr.Klote states that revenues
generated by its affiliate transaction with GPES ad GPES association with
Allconnect are being matched with the costs incurré to produce those revenues
and both the revenues and costs are recorded belathe line in nonregulated

accounts. Please comment.

KCPL has failed to apply appropriately the matghprinciple to this transaction.
Since 2013, a disproportionately high level of exges have been charged to utility
customers, meaning that KCPL'’s nonregulated operattontinue to be subsidized by

the regulated business operations of the KCPL.

Please explain.

The Financial Accounting Standards Board (“BAS describes the matching
principle at Paragraph 86 of Statement of Finangiatounting Concepts No. 3
(“CON3"). The FASB states that “Matching of costisd revenues is combined or
simultaneous recognition of the revenues and theemses that result directly and
jointly from the same transactions or other evénitee matching principle states that
expenses are recognized in the same period agltted revenues. There is a cause-

and-effect relationship between revenue and expeesegnition implicit in this
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definition. The matching principle then requiresatthall expenses incurred in
generating that same revenue also be recognizesl.néhresult is a measure—net

income.

A proper matching of revenues and expenses requallegxpenses incurred in
generating the revenue are matched against thahwevand the result, if positive, is
net income and, if negative, is net loss. It is nwn practice for utilities who seek to
match an appropriate level of expense againstentevsource to use what is referred
to as a “loaded cost” or a “fully distributed c6stt is apparent KCPL did not attempt
to develop a fully distributed cost methodology wlitecreated its Allconnect expense

allocations.

A description of a “fully distributed cost” is siwa at Paragraph 1 Definitions

subparagraph 1(F) of 4 CSR 240-20.015:

(F) Fully distributed cost (FDC) means a methodpldbat
examines all costs of an enterprise in relatiomltdhe goods
and services that are produced. FDC requires netag of all
costs incurred directly or indirectly used to prodwa good or

service...

At pages 5 and 6 of his rebuttal testimony, MrKlote describes the Allconnect
startup costs including a software package, interddabor, consulting fees, KCPL
employee training costs, and other miscellaneoussts. Do you have any concern

with how these costs were treated?
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A.

No, Mr. Klote testifies that all of these costere booked directly to nonregulated
operations and have no impact on KCPL’s regulatambants or cost of service. |

have no reason to doubt Mr. Klote’s testimony orekelthese charges were recorded.

What is your concern with KCPL’s accounting for the Allconnect transactions

and why do you believe KCPL fails to reasonably adp the matching principle?

As noted above, the matching principle requiresadching of all costs incurred to
produce a revenue. The definition of a fully disitied cost is the methodology
needed to be used to capture all of the costsaduge a revenue. Mr. Klote explains
at page 6 line 19 through page 7 line 13 the typgests that KCPL included in its

attempt to match expenses with Allconnect revenues.

Mr. Klote states that the only costs that are idetliin the allocation to nonregulated
operations are employee labor, labor loadings (@nign employee benefits), and
meals and travel expenses. He includes depretiatiothe nonregulated capitalized
software costs but since that asset is not recdogémv the line it is not relevant to
this discussion. Mr. Klotes summarizes the coneplist of charges that are recorded

below the line at page 9 lines 9 and 10.

Mr Klote admits on page 10 line 19 that KCPL’'s atp¢ at matching Allconnect
expenses with Allconnect revenues is faulty andssifees this failure as an
“oversight.” In any event, this “oversight” coufive been prevented if KCPL simply
complied with the Commission’s Affiliate TransactidRule and applied the Rule’s

Paragraph (2) pricing standards.
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Q.

What regulated electric utility expenses does MrKlote admit that KCPL failed

to record below the line and match with Allconnectevenues?

Mr. Klote admits that KCPL failed to include all K facilities costs used by KCPL
call center employees when they are servicing Altext agents and transferring
KCPL customers to Allconnect. These costs includentgrelated costs such as
property taxes, depreciation expense on buildingmputerssoftware, and telecom
equipment. It would also include rent, lease expenslities expenses, and possibly

several more types of expenses.

Is there one specific type of expense that KCPldoes not match with the

Allconnect revenues that was not mentioned by Mr. te?

Yes, Mr. Klote’s admission that KCPL failed to tela utility expenses adequately
with Allconnect revenues did not include a recagnitthat KCPL did not charge

capital costs, such as interest costs and equgis dprofit) in the costs that were
matched with Allconnect revenues. Costs of eqaiit§t interest expense are every bit

a cost of providing a service as labor or mealsteankl expense.

Does Mr. Klote make any other erroneous statemésin his rebuttal testimony?

Yes, at page 10 line 3 of his rebuttal testimony, Klote argues that the labor costs
related to the Allconnect transaction that KCPLrgka to nonregulated operations is
priced at the higher of cost or market price andcassistent with the Affiliate

Transaction Rule affiliate transaction pricing stard.
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Mr. Klote’s argument is based on the fact that KQRIs determined that the salary
and wages of the employees providing the servicAllmpnnect are comparable to
current market salary and wage rates. Settindatihenarket price of its service at an
amount that only includes employee compensationtscas unreasonable. No
company could stay in business for long if its neabrice did not include a recovery
of all of its costs of providing the service incing its capital costs. KCPL, in its
charges to affiliates, does not include all ofctsts to serve Allconnect and does not

include any of its capital costs.

At page 3 beginning on line 28, Mr. Klote quotethe direct testimony adopted in
this case by Staff withess Keith Majors and takesssue with the comment that
KCPL and GMO were transferring “at no cost” regulated utility assets and

regulated utility personnel to nonregulated operatns.

Mr. Klote is correct. As | explained in thisrsebuttal testimony, KCPL significantly
understates the level of costs it charges to nomeiegg operations, but it does charge a

level that is greater than none.

In that section of testimony to which Mr. Klote eef, | was not considering an
expense allocation from regulated to nonregulafegtations as part of the discussion
on compensation. The point of that testimony was MCPL’s regulated operations is
providing all (or substantially all) of the assatsd all of the personnel to serve GPES
and GPES’s contractual commitments to Allconneat,KICPL the utility is receiving

none of the revenues or compensation from the @svi
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KCPL'’s nonregulated operations provide only a srpalit of the assets (capitalized
software) and none of the personnel to serve Atleaty but receive 100 percent of the
revenues. That is a subsidization of nonregulapsataiions by a regulated utility, and
that was the point | was making in that testimoApwever, the statement that no
costs were charged to nonregulated operations wasstake on my part and Mr.

Klote was correct to point out that mistake.

Please summarize your Surrebuttal testimony.

The OPC has concerns with KCPL’'s communicatibprovate customer information
to Allconnect without specific customer approvalCIRL is selling specific regulated
utility information without the customer’s consenKCPL’s excuse for this violation
is akin to “everybody does it.” That excuse is sofficient. KCPL is aware that it
could request a variance to the customer informagootection section of the
Commission’s Affiliate Transaction Rule if it wishéo continue releasing customer

information to Allconnect.

Not only does KCPL not obtain customer approvaséth customer information but
KCPL puts its specific customer information at risk transferring this information
from the protections provided by KCPL to the outsidorld where KCPL depends on
Allconnect and the companies which Allconnect shdings information to protect this

private information.

KCPL forces its regulated utility customers to mat with Allconnect when they

simply call KCPL for regulated utility service. BveKCPL has admitted that
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Allconnect marketing agents have treated KCPL custs in a pushy and aggressive

manner.

Allconnect provides no value to KCPL customers amdactually a detriment to
KCPL’s customer service. Allconnect does not offerKCPL customers all of the
potential internet and television service providergilable in KCPL's service

territory.

KCPL has engaged in an affiliate transaction witRES and KCPL has failed to
comply with several requirements of the CommissoAffiliate Transaction Rule.
One of the primary violations in its affiliate tigaction with GPES is that KCPL fails
to price its services to GPES at the higher o€dst to produce the service or the fair
market price of the service. KCPL completely igrsotiee requirements of the Rule’s

Paragraph 2 affiliate pricing requirements.

GPES and Allconnect determined the fair marketepatthe services that KCPL will
provide to Allconnect through the GPES contract, KGPL's regulated operations
not only does not receive that fair market priceeagiired by Paragraph 2 of the Rule,
it does not even receive a recovery of its actwsts to provide that service to

Allconnect.

Finally, by using the regulated utility assets amiployees to provide the service to
GPES, GPES should be compensating the KCPL’'syutiperations with the revenues
and profits received from Allconnect. Instead, KGPlarrangement with GPES
subsidizes KCPL’s nonregulated operations to thieirdent of its regulated utility

customers.
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Q. Does this conclude your surrebuttal testimony?

A. Yes, it does.
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