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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. L. Jay Williams.  My business address is 602 Joplin Street, Joplin, MO. 3 

Q. ARE YOU THE SAME L. JAY WILLIAMS THAT PROVIDED TESTIMONY 4 

PREVIOUSLY IN THIS CASE ON BEHALF OF THE EMPIRE DISTRICT 

ELECTRIC COMPANY (“EMPIRE” OR  “COMPANY”)? 

A. Yes. 7 

Q. PLEASE BRIEFLY SUMMARIZE YOUR SURREBUTTAL TESTIMONY. 8 

A. The purpose of my surrebuttal testimony is to address the rebuttal testimony of Staff witness 9 

Paul R. Harrison concerning the proposed amortization of deferred tax expense related to state 

income tax flow-through prior to 1994, as proposed in the Company’s originally filed 

Accounting Schedules in this case. 

Q. IS EMPIRE SEEKING RECOVERY OF THIS TAX EXPENSE IN THIS CASE?  

A. Yes.  

Q. DOES MR. HARRISON DISCUSS THIS ISSUE IN HIS REBUTTAL?  
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A. Yes.  Staff witness Harrison says in his testimony that the state deduction for income taxes 1 

prior to 1994 was “applicable and authorized by the Commission” for each of Empire’s rate 

cases prior to 1994.   

Q. DO YOU KNOW WHAT THAT MEANS? 4 

A. No.  I do not.  

Q. WHAT CAN YOU TELL US ABOUT THE SETTLEMENT OF THOSE RATE CASES  

PRIOR TO 1994 TO WHICH MR. HARRISON REFERS? 

A. With regard to those settlements, no rates or methodologies were established or authorized  

that would require the Company to deviate from its established methods. 

Q. WHY IS THAT IMPORTANT?  

A. In 1956, the Company was ordered by the Commission to use normalization accounting for  

federal tax benefits related to accelerated depreciation.  Under the order, the deferred tax 

accounts were to include in their titles “Deferred Federal Income Taxes”.  This means that 

although the federal tax benefits were to be normalized, state tax benefits continued to be 

flowed-through to customers.  This order has been attached as Schedule LJW-1. 

Q. WHY IS THE 1956 ORDER IMPORTANT IN THIS CASE?  

A. The 1969 federal tax act that required the normalization of tax benefits only required the  

normalization of “federal” income tax.  To retain the ability for a regulated utility to use faster 

methods of tax depreciation, deferred taxes had to be provided at least at the federal rate.  It 

was up to the states to individually determine if the state rate would also be normalized.  
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Missouri had continually been a flow-through state, which means the state income tax benefit 

was flowed through to ratepayers. 

Q. MR. HARRISON HAS SUGGESTED THAT ALLOWING THIS RECOVERY NOW  

WOULD BE EQUIVALENT OF HAVING RATEPAYERS PAY FOR SHORTFALLS 

FROM PREVIOUS RATE CASES AND COULD CONSTITUTE PROHIBITED 

RETROACTIVE RATEMAKING.  DO YOU AGREE? 

A. Not at all.  The flow-through of tax benefits to customers was undertaken knowing that at  

some point the utility would need to be made whole.  The benefits received by customers in 

early years would some day have to be returned to the utility.   

Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?  

A. Yes, it does.  
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