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SURREBUTTAL TESTIMONY 1 

OF 2 

CASEY WESTHUES 3 

THE EMPIRE DISTRICT ELECTRIC COMPANY 4 

CASE NO. ER-2010-0130 5 

Q. Please state your name and business address. 6 

A. Casey Westhues, P.O. Box 360, Jefferson City, Missouri 65102. 7 

Q. Are you the same Casey Westhues who has previously filed rebuttal testimony 8 

and contributed to the Staff’s Cost of Service Report in this proceeding? 9 

A. Yes, I am. 10 

EXECUTIVE SUMMARY 11 

Q. What is the purpose of your surrebuttal testimony? 12 

A. The purpose of my surrebuttal testimony is to address the rebuttal testimony of 13 

The Empire District Electric Company (“Empire” or “Company”) witness Jayna R. Long 14 

regarding rate case expense, dues and donations, and Edison Electric Institute (EEI) dues. 15 

RATE CASE EXPENSE 16 

Q. Do you agree with Empire witness Long that Empire should be allowed to 17 

recover the costs associated with rate case appeals, as discussed at page 4 of her 18 

rebuttal testimony? 19 

A. Yes.  The Staff and Empire have reached an agreement to include a normalized 20 

level of the costs associated with rate case appeals in Empire’s cost of service.  This amount is 21 

reflected as a part of the Staff’s adjustment to outside services expenses. 22 
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Q.  On page 4 of her rebuttal testimony, Ms. Long discusses what she 1 

characterizes as unrecovered rate case expenses from past rate cases.  Empire requests to 2 

specifically recover these past costs in the current case by increasing its rate case expense 3 

recovery by $369,773.  Does the Staff agree with Empire’s request? 4 

A. No.  The Staff disagrees that current rate case expenses should be increased by 5 

the specific costs associated with past rate case expenses.  The Staff recommends recovery in 6 

rates of normalized rate case expense on a prospective basis.  The Staff believes it is 7 

inappropriate to allow specific recovery in rates of amounts related to past rate proceedings.  8 

Absent extraordinary circumstances, ratemaking should be prospective in nature and not focus 9 

on retroactive treatment of alleged under-recoveries or over-recoveries of costs included in 10 

prior Company rates. 11 

Q. Has the Commission supported the Staff’s position regarding past rate 12 

case expenses? 13 

A. Yes.  In the Report and Order in Case No. WR-83-13 (Missouri Cities Water 14 

Company), the Commission stated: 15 

Rate case expenses are not extraordinary expenses which should be 16 
amortized, but are ordinary expenses which should be included in a 17 
Company’s cost of service at a reasonable level calculated upon 18 
historic data, adjusted if necessary for known and measurable changes. 19 

  20 
 It also stated: 21 
 22 

To provide for the recovery of past rate case expenses, as proposed by 23 
the company, could constitute retroactive ratemaking, which is 24 
prohibited by State ex rel. Utilities Consumer Council of Missouri v. 25 
Public Service Commission of Missouri, 585 S.W.2d 41, 59 26 
(Mo. En banc 1979).  See also Martigney Creek Sewer Company, Mo. 27 
PSC Case No SR-83-166 (Report and Order issued March 4, 1983). 28 

 29 
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Q. Does the Staff agree with the Commission’s characterization of the issue 1 

described above? 2 

A. Yes.  The articulation of the ordinary nature of these expenses is an accurate 3 

characterization of Staff’s position in this case, premised on its expert judgment. 4 

Q. Does the Staff agree with the Commission’s resolution of the issue 5 

described above? 6 

A. Yes.  The Staff does not support the recovery of specific costs incurred in a 7 

prior time period, absent an appropriate Accounting Authority Order that allows an amortized 8 

portion of the cost to be reflected in test year expenses. 9 

Q. Ms. Long cites two cases on page 4 of her testimony that allegedly support 10 

Empire’s position to recover past rate case expenses.  What is your response? 11 

A. The first case that Ms. Long refers to is Case No. GR-2004-0209, 12 

Missouri Gas Energy (“MGE”).  In its review of the Report and Order for that case, the Staff 13 

found no reference to the Commission authorizing the specific recovery of costs associated 14 

with MGE’s previous rate cases prior to the 2004 case. 15 

As referenced by Ms. Long, in Case No.GR-2006-0422 (MGE), the Commission did 16 

authorize MGE to recover past rate case expenses.  However, for the reasons explained above 17 

and in the Staff’s Cost of Service Report, the Staff continues to maintain that the best 18 

ratemaking practice is to include only a normalized level of rate case expenses in rates, based 19 

on historically incurred levels, as opposed to providing for the specific recovery of 20 

past expenses. 21 

Q. Does Staff support the Company’s requested Rate Case Expense 22 

Recovery Rider? 23 



Surrebuttal Testimony of 
Casey Westhues 
 

Page 4 

A. No.  As previously explained in my rebuttal testimony, the Staff does not 1 

consider a Rate Case Expense Recovery Rider to be necessary, or to constitute best 2 

ratemaking practice. 3 

DUES AND DONATIONS 4 

Q. Why were the costs of certain dues and donations eliminated from the Staff’s 5 

recommended cost of service? 6 

A. Certain dues and donations expenses were eliminated because they were 7 

unnecessary to provide safe and adequate electric service.  Others were eliminated because 8 

the benefits associated with the dues and donations were duplicative of that of other costs 9 

incurred by Empire. 10 

Q. Which costs were eliminated as unnecessary for safe and adequate 11 

electric service? 12 

A. Dues and donations to the Institute of Electrical and Electronic Engineers 13 

(IEEE), the Homebuilder’s Association (HBA), and the Tri State Contractors (Tri-State) were 14 

initially eliminated from the Staff’s case as unnecessary for safe and adequate electric service.  15 

After additional review, the Staff now recommends recovery of the IEEE costs. 16 

Q. Has Empire provided any information, or has Staff independently acquired any 17 

information, indicating why the Homebuilder’s Association costs are necessary for safe and 18 

adequate electric service? 19 

A. No.  The HBA is an organization that is concerned with promoting 20 

the housing industry.  They are affiliated with the National Homebuilders Association 21 

whose main goal  is  to  “analyze policy issues, work toward improving the housing 22 

finance  system,  and  analyze and forecast economic and consumer trends” 23 
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(National Association of Home Builders website) The Staff has not found anything to indicate 1 

that the HBA deals specifically with electric utility issues or issues involving installation of 2 

electrical equipment or extension of services, as was stated in Ms. Long’s rebuttal testimony 3 

on page 6, lines 12-13. 4 

Q. Has Empire provided any information, or has Staff independently acquired any 5 

information, indicating why the Tri-State Contractors costs are necessary for safe and 6 

adequate electric service? 7 

A.  No.  Tri-State’s mission is to promote “better working conditions for the 8 

Commercial Construction industry…to become a viable power to address City, County, and 9 

State issues which directly impact the Commercial Construction Industry” (Tri-State website).  10 

According to its website, a major focus of Tri-State’s efforts in furtherance of these goals is 11 

its legal and legislative committees, where Tri-States seeks to “work with local and State 12 

Officials to negotiate legal and legislative changes.” The Staff does not recommend recovery 13 

of costs indirectly associated with lobbying efforts, such as these, in rates. 14 

Q. Which costs were eliminated because they were seen as duplicative? 15 

A. The U.S Chamber of Commerce and Missouri Chamber of Commerce dues 16 

were eliminated as duplicative costs. 17 

Q. Why does the Staff regard these costs as duplicative? 18 

A. As was stated in the Staff’s Cost of Service Report, Chamber of Commerce 19 

dues for cities and towns around the Joplin area were recommended for recovery in rates.  The 20 

U.S and Missouri Chambers of Commerce serve the same general function as the local 21 

chambers of commerce and so are seen as duplicative costs for which recovery in rates is 22 

not recommended. 23 
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Q.  Ms. Long alleges in her rebuttal testimony on pages 5-6 that the Staff was 1 

inconsistent in their disallowances of certain dues.  What is your response? 2 

A.  The problems referenced by Ms. Long were due to the Staff’s reliance on 3 

information that was initially informally provided by Empire that was inconsistent with the 4 

information later formally provided by Empire.  In response to Empire’s concerns, the Staff 5 

has re-adopted its direct filed position concerning these particular dues, 6 

Kansas Economic Development Association and Arkansas One Call System. 7 

EDISON ELECTRIC INSTITUTE DUES 8 

Q. Ms. Long alleges in her rebuttal testimony on page 7, that Staff appears 9 

to  rely  solely on the Commission Order in Case No. ER-83-49, 10 

Kansas City Power & Light Company, as support for eliminating EEI dues.  Is this accurate? 11 

A. No the Staff has a general practice of disallowing costs associated with 12 

lobbying efforts.  As regards EEI in particular, in its Report and Order in Case No. ER-83-49, 13 

the Commission stated that EEI dues: 14 

…would be excluded as an expense until the company could better 15 
quantify the benefit accruing to both the company’s ratepayers and 16 
shareholders. 17 
 18 

The Staff interprets this Order as requiring a Company to accurately quantify the costs 19 

associated with EEI lobbying and shareholder advocacy efforts before obtaining recovery in 20 

rates of any portion of EEI dues.  As will be explained below, Empire has not done so in this 21 

case and should not be allowed recovery of any portion of EEI dues. 22 

Q. Has Empire quantified the benefit associated with EEI membership accruing to 23 

the company’s ratepayers? 24 
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A. No.  While Empire has obtained from EEI a percentage of the dues that are 1 

allegedly associated with lobbying costs, and that were booked by Empire “below-the-line,” 2 

Empire has provided no support or explanation for how this percentage was derived, nor have 3 

they demonstrated that this percentage of dues is an accurate quantification of the direct costs 4 

incurred by EEI in the lobbying and legislative advocacy area.  Please refer to Empire’s 5 

response to Staff Data Request No. 0347, which is attached to this testimony as Schedule 1.   6 

Q. Does Empire gain any benefit from its membership in EEI in areas not related 7 

to lobbying and governmental affairs? 8 

A. Based upon Ms. Long’s rebuttal testimony, that is possible.  However, absent 9 

reliable evidence of the allocation of EEI dues to activities that benefit shareholders versus 10 

activities that benefit ratepayers, the Staff cannot recommend recovery of any portion of EEI 11 

dues through rates. 12 

Q. Ms. Long attached a schedule to her rebuttal testimony that purports to 13 

illustrate the non-lobbying benefits received by Empire from its membership in EEI.  What is 14 

your response? 15 

A. This information was apparently received from EEI by Empire, and it is not 16 

always clear what the information in this report relates to, and how it demonstrates the 17 

existence of non-lobbying benefits.  The Staff notes, however, that Ms. Long’s 18 

Schedule JRL-1 does indicate that Empire pays certain fees associated with Empire employee 19 

attendance at EEI technical committee meetings that are separate and apart from EEI’s annual 20 

membership dues.  Staff recommended recovery of such meeting fees incurred within the 21 

test year. 22 



Surrebuttal Testimony of 
Casey Westhues 
 

Page 8 

Q. Are the EEI information sharing and training activities discussed by Ms. Long 1 

in her rebuttal testimony a primary focus of EEI’s efforts? 2 

A. The Staff believes not.  I have included as Schedule 2 to this testimony a copy 3 

of an EEI letter from Mr. David Radcliffe, EEI’s Chairman, to Mr. William Gipson, 4 

Empire’s President and Chief Executive Officer, as well as an attachment to this letter entitled 5 

“2008 Industry Issues and Accomplishments.”  Schedule 2 was sent to Empire as a cover 6 

letter to EEI’s 2009 annual dues.  Review of the content of Schedule 2 shows that EEI and its 7 

Chairman focus almost completely on governmental and regulatory affairs/lobbying activities 8 

as constituting its “accomplishments” in 2008.  There is no reference in this information to 9 

any efforts by EEI to sponsor technical training or information-sharing activities as discussed 10 

by Ms. Long in her effort to justify inclusion of these dues in Empire’s rates. 11 

Q. Does this conclude your surrebuttal testimony? 12 

A. Yes. 13 





Missouri Public Service Commission 

Data Request 

 Data Request No.  0347 

 Company Name  Empire District Electric Company, The-Investor(Electric) 

 Case/Tracking No.  ER-2010-0130 

 Date Requested  4/8/2010 
 Issue  Expense - A&G - Dues and Donations 

 Requested From  Angela Cloven 

 Requested By  Casey Westhues 
 Brief Description  EEI 

    
 Description  1)In its response to Staff Data Request No. 0035.1 Empire 

states that the percentage of EEI dues related to lobbying 
during 2008 were 14.37% and during 2009 were 16%. What 
is the basis for determining the percentage related to 
lobbying and how was it determined for each of these years? 
Who determines these percentages? 2)Does Empire believe 
the percentages cited above reflect all of EEI’s costs related 
to governmental affairs/governmental relations or are some 
EEI costs related to governmental affairs/governmental 
relations reflected in the above the line portion of EEI dues? 
If so, please identify the governmental affairs/governmental 
relations costs treated above-the-line by Empire. Please 
provide any documentation Empire relies on for its position 
regarding the percentagel of EEI’s costs related to 
governmental affairs/governmental relations.  

 Due Date  4/18/2010 

 Response 

(1) The percentages were provided by EEI to Empire for 
each year.  The different amounts per year reflect EEI’s 
expenditures costs related to governmental affairs 
activity.  (2) Empire believes EEI cited percentages are 
accurate and inclusive.   David Martin, Director of 
Government Affairs. 

The attached information provided to Missouri Public Service Commission Staff in 
response to the above data information request is accurate and complete, and 
contains no material misrepresentations or omissions, based upon present facts of 
which the undersigned has knowledge, information or belief. The undersigned agrees 
to immediately inform the Missouri Public Service Commission Staff if, during the 
pendency of Case No. ER-2010-0130 before the Commission, any matters are 
discovered which would materially affect the accuracy or completeness of the attached 
information. 
 
If these data are voluminous, please (1) identify the relevant documents and their 
location (2) make arrangements with requestor to have documents available for 
inspection in the Empire District Electric Company, The-Investor(Electric) office, or 

CW Schedule 1
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other location mutually agreeable. Where identification of a document is requested, 
briefly describe the document (e.g. book, letter, memorandum, report) and state the 
following information as applicable for the particular document: name, title number, 
author, date of publication and publisher, addresses, date written, and the name and 
address of the person(s) having possession of the document. As used in this data 
request the term "document(s)" includes publication of any format, workpapers, letters, 
memoranda, notes, reports,analyses, computer analyses, test results, studies or data, 
recordings, transcriptions and printed, typed or written materials of every kind in your 
possession, custody or control or within your knowledge. The pronoun "you" or "your" 
refers to Empire District Electric Company, The-Investor(Electric) and its employees, 
contractors, agents or others employed by or acting in its behalf.  
  
  
Security  Public 
Rationale  NA 
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