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CASE NO. ER-2016-0156 

Q. Please state your name and business address. 1 

A. Charles R. Hyneman, PO Box 2230, Jefferson City, Missouri 65102. 2 

Q. By whom are you employed and in what capacity? 3 

A. I am employed by the Missouri Office of the Public Counsel (“OPC”) as the Chief Public 4 

Utility Accountant.  5 

Q. Are you the same Charles R. Hyneman who filed direct and rebuttal testimony in this 6 

case? 7 

A. Yes, I am 8 

Q. What is the purpose of your surrebuttal testimony? 9 

A. The purpose of this testimony is to address some of the statements made and positions 10 

taken in rebuttal testimony of Staff witness Mark Oligschlaeger.  I also respond to the 11 

rebuttal testimonies of Ron Klote and Steven Busser, who are employees of Kansas City 12 

Power & Light Company (“KCPL”) and are testifying on behalf of KCP&L Greater 13 

Missouri Operations Company (“GMO”) in this rate case.  14 

 15 
 SURREBUTTAL TO THE REBUTTAL TESTIMONY OF STAFF WITNESS MARK 16 

OLIGSCHLAEGER  17 

Q. Have you reviewed the rebuttal testimony of Staff witness Oligschlaeger in this case? 18 
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A. Yes, I have.  The page number references to Mr. Oligschlaeger’s testimony refer to his 1 

rebuttal testimony unless otherwise noted. 2 

Q. What is your overall impression with this testimony? 3 

A. I agree with much of what Mr. Oligschlaeger says in his rebuttal testimony.  While he may 4 

understate the critical importance of regulatory lag as a foundation of effective ratemaking 5 

in Missouri, I generally agree with his comments on regulatory lag.   6 

 I also agree with Mr. Oligschlaeger’s defense of Staff’s position against allowing GMO to 7 

include estimate future expenses in its cost of service in this case and his discussion on the 8 

importance of the ratemaking matching principle that has been adopted by this Commission. 9 

I agree that Staff’s concerns on this issue and I believe that, if the Commission allows 10 

GMO’s use of estimated future transmission expenses in this rate case, the ratemaking 11 

matching principle would no longer be applicable to the Missouri style of rate regulation.  12 

 However, I do have disagreements with other parts of Mr. Oligschlaeger’s rebuttal 13 

testimony related to the purpose of expense trackers and what I view as Staff’s 14 

“unbalanced” ratemaking treatment of utility expense trackers. 15 

 Finally, I address the issue of the past Commission practice of issuing Accounting Authority 16 

Orders (“AAOs”) in Missouri. The Federal Energy Regulatory Commission (“FERC”) itself 17 

and the FERC’s Uniform System of Accounts (“USOA”) is clear on how regulatory asset 18 

deferrals should be handled under the USOA.  FERC itself does not issue AAOs but places 19 

the specific burden of the decision whether or not to defer expenses outside of a rate case 20 

test year as a regulatory asset on utility management.  Mr. Oligschlaeger, contrary to the 21 

USOA, wants to continue the practice of placing that burden on the Missouri Public Service 22 

Commission (“Commission”) and expresses that desire in his rebuttal testimony. 23 
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RATE BASE TREATMENT OF GMO  EXPENSE TRACKERS 1 

Q. At pages 3 and 4 Mr. Oligschlaeger defines a tracker and states that the use of trackers 2 

in Missouri rate regulation should be rare.  He also states that trackers should only be 3 

used in unique or unusual circumstances. Do you agree with this position? 4 

A. Yes.  However, if you look at the rates of most, if not all, major utilities in Missouri you can 5 

see that while Staff may support this ratemaking position as theory, it is questionable if it 6 

applies this position in practice.   7 

 Missouri utilities’ cost of service rate bases and income statements are heavily loaded with 8 

trackers supported by the Staff and have been in this state for several years.  While Mr. 9 

Oligschlaeger says in testimony he believes the existence of trackers should be rare, in 10 

actuality, Staff has supported many trackers as a normal ratemaking practice common in 11 

most, if not every rate case. 12 

 OPC believes that trackers should actually be rarely be used and should only be applied to 13 

actual unique or highly unusual circumstances.  A major concern of OPC is the manner in 14 

which Staff has supported the long-term use of trackers, especially in the area of utility 15 

employee and executive compensation such as accrued retirement expenses and accrued 16 

postretirement health care costs.  Due to their inherent ratepayer detriments, which have 17 

been recognized by the Commission and Staff, OPC opposes the long-term use of trackers 18 

and only supports the use of trackers only on a very short-term basis. 19 

Q. At page 4 line 6 Mr. Oligschlaeger says that he supports the use of trackers to 20 

reimburse utilities for any under-recovery of expenses. Is this an appropriate use of 21 

trackers? 22 

A. No. This use of trackers is very similar to the very definition of single-issue ratemaking 23 

and trackers should not be used as a ratemaking technique to “reimburse” utility 24 

shareholders for past losses.   25 
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Trackers are designed track a single and specific expense or set of similar expenses that 1 

tend to increase between rate cases.  All other expenses that may be decreasing (such as 2 

interest expense, equity costs, fuel and purchased power costs) are ignored and increases 3 

in revenues are ignored as well.  As such, the use of trackers significantly mismatches the 4 

necessary balance between revenues, expenses, and rate base. Mr. Oligschlaeger states he 5 

believes the in the importance of the matching principle, but his support of trackers as a 6 

reimbursement mechanism for one single tracked expense is not consistent with his 7 

support of the matching principle.  8 

In addition to bordering on single-issue ratemaking, Mr. Oligschlaeger’s basis for his 9 

support for the use of trackers (a reimbursement mechanism) contrary to even very basic 10 

ratemaking principles.  As will be discussed later, Mr. Oligschlaeger’s rebuttal testimony 11 

reflects Staff’s clear position that Missouri utilities should have little or no risk in direct 12 

rate recovery of any expenses that are recorded on a utility’s books under an expense 13 

tracker mechanism. That is not a purpose of a tracker.  14 

Q. What is the purpose of an expense tracker? 15 

A. To mitigate a utility cost currently undergoing a significant volatility or some other 16 

circumstance not allowing for a reasonable method to determine an appropriate expense 17 

level in a revenue requirement. It is to mitigate a short-term revenue requirement 18 

calculation issue.  It is not to be used with intent to reimburse shareholders for past losses 19 

or to eliminate all risk in rate recovery of the tracked expense. 20 

Q. Do all trackers have some degree of single-issue ratemaking? 21 

A. Yes, all trackers have some degree of single-issue ratemaking and that is why it is 22 

important to narrowly define the appropriate use of a tracker.  While single-issue 23 

ratemaking - as I understand the term - is prevalent in Missouri through infrastructure 24 
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surcharges and fuel adjustment clauses as examples, it still is bad ratemaking and should 1 

be restricted as much as possible. 2 

Trackers should not be used as a safeguard against a potential increase in a single utility 3 

expense.  Once rates are set (based primarily on the ratemaking matching principle) all 4 

revenues and expenses on which the rates were set will increase or decrease.  It is the 5 

utility’s responsibility to manage these revenue and expense increases and decreases.   6 

If a tracker is granted to protect against future expense increases, or “reimburse” the 7 

utility shareholders for increases in an expense not directly included in the utility’s 8 

revenue requirement, it becomes single-issue ratemaking. From my experience, I 9 

understand that practice is generally prohibited in Missouri. 10 

OPC supports the use of trackers to mitigate short-term revenue requirement calculation 11 

issues and should only be applied to expenses that have an equal chance of increasing as 12 

decreasing.  In that sense, there is no intent behind the granting of an expense trackers to 13 

reimburse shareholders for past losses but to mitigate any financial impact on the utility 14 

from an expense that cannot be reasonable measured until the next rate case when the 15 

tracker can be revaluated. 16 

Q. Are expense trackers agreed to in a rate case similar to utility expense deferrals to a 17 

regulatory asset account outside of a rate case test year?   18 

A. Yes.  Mr. Oligschlaeger recognized this at line 21 of page 6 through line 2 of page 7.  19 

Here, Mr. Oligschlaeger says the ratemaking treatment of expense trackers authorized in 20 

a rate case are similar to expense deferrals outside of a rate case which, in Missouri, have 21 

traditionally been deferred under a Commission order (“accounting authority order” or 22 

“AAO”).   23 

 While Mr. Oligschlaeger recognizes these two types of ratemaking mechanisms are 24 

similar, he reserves a much more shareholder-friendly ratemaking treatment (including 25 
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the expenses deferred in the utility’s rate base for ratemaking purposes) primarily for 1 

expense trackers granted in a rate case. 2 

Q. How does Mr. Oligschlaeger justify a much more shareholder-friendly ratemaking 3 

treatment for trackers 1) authorized in a rate case over trackers that are 2) 4 

authorized prior to a rate case under an AAO? 5 

A. Mr. Oligschlaeger provides his justification for the different ratemaking treatment at page 6 

6 line 19 through page 7 line 17. Mr. Oligschlaeger believes there should be different 7 

ratemaking treatment for the two types of trackers based on the “nature” of the costs 8 

involved. 9 

Q. Are there any substantive differences between the “nature” of a cost deferred under 10 

an AAO and the nature of a cost that is granted tracking ratemaking treatment in a 11 

rate case? 12 

A. No, and Mr. Oligschlaeger’s testimony confirms that there is no substantive difference.               13 

At page 3 of his rebuttal testimony, Mr. Oligschlaeger describes that trackers should be 14 

rare and the expense under a tracker should be dependent on “unique” and “unusual” 15 

circumstances. At page 7 of his rebuttal testimony, Mr. Oligschlaeger describes the other 16 

type of tracker – expenses deferred prior to a rate case - as costs that are “unanticipated, 17 

unusual, and unique.” Mr. Oligschlaeger makes a distinction between the nature of costs 18 

that deserve different rate treatment but then attributes the same or similar characteristics 19 

to these types of costs. 20 

Q. Is Mr. Oligschlaeger’s description of the “nature” of the costs deferred under both 21 

types of trackers essentially the same? 22 

A. Yes.  The only distinction I can see between the two is he attributes costs deferred under 23 

a pre-rate case tracker (AAO) as nonrecurring.  However, my review of these types of 24 
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trackers over the past 20 years leads me to conclude that very few, if any, of the expenses 1 

deferred under a pre-rate case tracker are nonrecurring.   2 

Therefore, I conclude that there are no significant differences in the nature of costs 3 

tracked in a pre-rate case tracker and a tracker authorized in a rate case.  Given the fact 4 

that there are no differences in the nature of these costs, Staff has no basis for 5 

differentiating the ratemaking treatment of the two types of trackers by supporting rate 6 

base treatment for one and only amortization treatment for the other.  7 

Q. At page 4 line 6 Mr. Oligschlaeger states that the use of trackers is to “provide 8 

reimbursement in rates to utilities or customers of any over or under-recovery of 9 

individual rate components….”. Please comment on his inclusion “utility 10 

customers” in this statement. 11 

A. Here Mr. Oligschlaeger portrays some type of “ratemaking equivalence” in Staff’s 12 

treatment of expense trackers between utility shareholders and utility customers.  There is 13 

no such equivalence and it is important for the Commission to recognize there is no 14 

equivalence. The Commission should recognize any Staff attempt to attribute ratepayer 15 

benefit with the use of utility expense trackers is simply a way for Staff to justify its very 16 

generous ratemaking positions on expense trackers.  Mr. Oligschlaeger does this by 17 

portraying trackers as less detrimental than they really are and attributing a fairness 18 

element that does not exist. OPC believes it is important to point out and to emphasize 19 

there is no fairness element to expense trackers. 20 

Due to the Staff’s minimal ratemaking standards it actually applies to utility expense 21 

trackers, especially in the area of utility employee benefits expenses and utility 22 

construction projects, the public has suffered financially by being charged millions of 23 

dollars in utility costs solely through Staff’s expressed desire to reimburse utility 24 

shareholders for past losses. 25 
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 Missouri ratepayers have been forced, unnecessarily, to pay millions of dollars in utility 1 

expenses and profit. Staff’s testimony improperly attempts to portray that expense 2 

trackers provides benefit to utility ratepayers. It is simply not the case.   Expense trackers 3 

are a distortion of normal regulatory lag. Sometimes, however, it is necessary in certain 4 

circumstances and for short time periods to take some action to mitigate the potential 5 

negative impact on a utility from a utility expense that cannot be reasonably measured in 6 

a rate case.  7 

Expense trackers were never created either with the goal in mind to protect ratepayers. To 8 

insinuate otherwise and associate any ratepayer benefit with the use of expense trackers, 9 

as Staff does in this testimony, is a gross distortion of the truth.   10 

Q. Does Mr. Oligschlaeger attempt to equalize the benefits of expense trackers to 11 

ratepayers and shareholders in other sections of his rebuttal testimony? 12 

A. Yes.  It has been said and it is appropriate to quote here “the worst form of inequality is 13 

to try to make unequal things equal.” In just one partial paragraph at page 17 lines 12 14 

through 20 Mr. Oligschlaeger associates equal shareholder/ratepayer benefit of expense 15 

trackers four times. This association is incorrect as utility customers rarely receive any 16 

benefit from this process.  17 

Utilities or their customers are typically given rate recovery of 18 
those amounts through a multi-year amortization to expense.  19 
However, unless rate base treatment is given to the unamortized 20 
balance of tracker regulatory asset/liabilities, either the utility or 21 
its customers will not be made fully “whole” for the tracked cost 22 
differential as either party would lose the “time value of money” 23 
associated with the expense outlay. Therefore, allowing rate base 24 
treatment of unamortized tracker balances gives full rate recovery 25 
of the cost differential to utilities or their customers; not allowing 26 
rate base treatment of these balances will only provide partial 27 
recovery of the tracked cost differential. (emphasis added) 28 

 29 
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Q. Mr. Oligschlaeger again discusses his theory that ratepayers benefit from rate base 1 

inclusion of expense trackers at page 18 lines 6-10 of his rebuttal testimony.  Please 2 

elaborate on your comments above about the detrimental impact of expense 3 

trackers on ratepayers. 4 

A. As noted above and as acknowledged by Mr. Oligschlaeger, removing regulatory lag 5 

through the use of expense trackers eliminate or significantly reduces utility cost 6 

management incentives. The removal of utility management cost control incentives will 7 

increase the likelihood of higher costs incurred by the utility and higher utility rates 8 

charged to ratepayers.   9 

The Commission, OPC, and Staff, recognizes this ratepayer detriment associated with the 10 

use of expense trackers.  It is time for Missouri utilities to recognize this ratepayer 11 

detriment associated with the use of expense trackers and seek to minimize the detriment 12 

on its customers to the greatest extent possible. 13 

Q. When Mr. Oligschlaeger refers to a benefit to ratepayers, as he does on page 18 line 14 

8, to what specifically is he referring? 15 

A. As I understand his testimony he can only be referring to the mechanics of how so-called 16 

“symmetrical” trackers work.  For example, 1) if the actual expense that is tracked is less 17 

than the level directly included in rates (which is not common); or 2) if the utility over-18 

recovers the tracked expense in rates, then ratepayers will be charged actual costs 19 

incurred and will be protected from a utility double recovery of the expense.  That is what 20 

Mr. Oligschlaeger incorrect characterizes as a ratepayer benefit. However, there is an 21 

issue in this rate case associated with expense trackers where GMO is refusing to 22 

recognize a double recovery of tracked expenses and return this over-recovery of a 23 

tracked expense to its customers.  The problem between Staff and GMO on this issue 24 

only illustrates further the inherent detrimental nature of expense trackers and why 25 

trackers should be rarely used.   26 
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Q. You state that, contrary to Mr. Oligschlaeger’s testimony, there is common 1 

understanding that expense trackers are created, designed, and implemented for 2 

one purpose – to protect utility shareholders.  Given this common understanding, 3 

why would Mr. Oligschlaeger make reference to utility customers in his discussion 4 

of utility expense trackers? 5 

A. I believe that Mr. Oligschlaeger, as a member of the Staff, feels a need to portray that 6 

Staff acts in a “fair and balanced” manner in its positions on ratemaking positions in 7 

general.  For this reason, he repeatedly includes “ratepayers” along with “shareholders” 8 

as entities who benefit from expense trackers even though he knows, or should 9 

reasonably know based on his experience, ratepayers receive no benefit at all from the 10 

use of expense trackers. 11 

Q. Has Staff represented to you that one of its purposes is to be “fair and balanced” in 12 

the sense of balancing the interests of the ratepayers and the shareholders? 13 

A. Yes, I have been so advised by members of the Staff on several occasions, including Mr. 14 

Oligschlaeger previously. 15 

Q. Do you believe that is the appropriate role of the Commission Staff? 16 

A. No and it is the position of the OPC this is not the function of the Commission or its 17 

Staff.  18 

Q. What do you believe is the purpose and role of the Missouri Public Service 19 

Commission Staff? 20 

A. The role of the Commission Staff is to support the Missouri Public Service Commission 21 

(“Commission”). The Commission has declared its “guiding purpose” in a rate 22 

proceeding is to protect the consumer against the natural monopoly of the public utility. 23 

That should be the guiding purpose of the Staff as well.  24 
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The Commission stated that its dominant “thought and purpose in setting rates” is to 1 

protect the public. The Commission addressed this point in its December 3, 2014 Report 2 

and Order in Case No. GR-2014-0152, (“2014 Liberty Report and Order”). At paragraph 3 

9 Commission stated: 4 

The Commission’s guiding purpose in setting rates is to protect the 5 
consumer against the natural monopoly of the public utility, 6 
generally the sole provider of a public necessity.29 “[T]he dominant 7 
thought and purpose of the policy is the protection of the public . . . 8 
[and] the protection given the utility is merely incidental.”30  9 

 10 

Q. Please provide an example where you believe Staff fails to act to protect utility 11 

ratepayers against the natural monopoly of the utility? 12 

A. A perfect example of this is Staff’s generous support of expense trackers against the 13 

interests of the public, in situations other than very specific, rare and narrowly-defined 14 

circumstances and for long periods of time.   15 

Staff has also supported a method for utilities to earn a profit on the deferral of routine 16 

and ordinary utility expenses by supporting utility requests to include expense trackers in 17 

rate base as if they were some type of real shareholder investment in the utility. The Staff, 18 

in supporting this rate base treatment of ordinary utility operating expenses consistently 19 

fails to comply with a Commission Report and Order which established specific 20 

standards for costs that are eligible to be included in a utility’s rate base. 21 

Q. At page 17 lines 12 through 20 Mr. Oligschlaeger states that unless rate base 22 

treatment is given to the unamortized balance of tracker regulatory asset/liabilities, 23 

the utility will not be made fully “whole” for the tracked expense. Has it ever been a 24 

goal or objective of the Commission to ensure utility ratepayers are 100% made 25 

“whole” for expenses that are incurred outside of a rate case test year? 26 
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A. No, it never has been such a goal or objective.  Unlike the expressed positions of 1 

regulated utilities and the expressed position of the Commission Staff, I don believe the 2 

Commission has ever expressly supported a position of including trackers in a utility’s 3 

rate base or provided any rationale or justification for such inclusion.  4 

However, since the Commission has approved past Staff and Company rate case 5 

Stipulations and Agreements that included trackers in rate base, one might argue that the 6 

Commission indirectly approved the ratemaking treatment of including expense trackers 7 

in rate base. 8 

Q. What is your professional feelings about that argument? 9 

A. I have been involved with many rate case settlement discussions that have resulted in 10 

agreements to settle all disagreements among the parties to the rate case.  Based on my 11 

direct experience I do not think the Commission would be wise to assume that 12 

compromised individual positions of parties to a rate case (as reflected in a rate case 13 

settlement Stipulation and Agreement) represent the true positions of all parties or that 14 

the compromised positions reflected in a particular rate case settlement agreement 15 

reflects good ratemaking policy.   16 

Q. At page 17 lines 12-20 Mr. Oligschlaeger seems to confuse the definitions of “partial 17 

recovery” and “full rate recovery.”  Can you explain the correct distinctions 18 

between these two terms? 19 

A. Yes.  When a utility expense is “tracked” for ratemaking purposes, all risk of full rate 20 

recovery of this individual expense is eliminated. Thus, a tracked expense is guaranteed 21 

“full rate recovery” and not “partial rate recovery” as may exist without the guarantee.   22 

Partial expense recovery may, in theory, exist in circumstances where no tracker is in 23 

effect and a utility fails to recover all of its actual incurred expenses in a given time 24 

period.  However, as far as I am aware, no utility in Missouri has ever failed to recover 25 
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100 percent of the expense that it incurred in any annual period.  Therefore, there is no 1 

relevance to the term “partial recovery” of expenses as used in the testimony of Mr. 2 

Oligschlaeger.  As it applies to expenses, all Missouri utilities have always enjoyed “full 3 

rate recovery.” 4 

Q. When Mr. Oligschlaeger uses the term “full rate recovery” what it he referring to? 5 

A. He is referring to not only full rate recovery of all incurred expenses, but also a guarantee 6 

that a utility will earn its authorized return on equity.  That is the purpose of including 7 

expense trackers in rate base.   8 

Rate base treatment of deferred expenses is, in part, an attempt to 1) guarantee full 9 

expense recovery of that specific expense through amortization to the income statement 10 

and cost of service and 2) require ratepayers to pay utility shareholders its long-term 11 

capital costs, including a profit on the expense deferrals.  12 

The effect of including trackers in rate base goes well above guaranteeing full recovery of 13 

the tracked expense.  Staff, through its position on supporting trackers in rate base, seeks 14 

to protect the utility against any downward movement in actual earned profit levels. 15 

Q. If the Commission believes that with certain expense trackers utility shareholders 16 

should be compensated for some level of capital costs associated with under-17 

recovery of a tracked expense, is there a more reasonable position than including 18 

the tracked expense in rate base? 19 

A. Yes.  In the past the Commission has authorized the addition of short-term capital costs to 20 

be applied to tracked expenses in prior KCPL rate cases.  While OPC believes adding any 21 

capital costs to expense tracker balances in unnecessary, OPC finds applying a short-term 22 

financing cost against a short-term tracked expense to make much more sense than 23 

applying long-term debt and equity costs to a short-term expense trackers. 24 
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Q. If the Commission allows GMO’s current expense trackers to include financing 1 

costs, does the OPC recommend that the Commission continue a past practice 2 

toward certain KCPL trackers by assigning a lower-cost short-term financing rate 3 

to these expense deferrals as opposed to the higher-cost long term financing costs? 4 

A. Yes, it does. OPC is making this request of the Commission in this testimony. 5 

Q. At page 18 line 14 Mr. Oligschlaeger appears to develop a Staff standard or Staff 6 

policy on what types of expense trackers it will support being included in rate base. 7 

Have you ever heard of this policy prior to the date Mr. Oligschlaeger filed his 8 

rebuttal testimony? 9 

A. No, I have not. I was employed as a regulatory auditor in the Staff’s Auditing Department 10 

for 22 years and have worked on dozens of rate cases involving rate base and expense 11 

deferral issues.  I have had numerous discussions with Mr. Oligschlaeger and other senior 12 

Staff rate case auditors and I have never heard that policy expressed or even discussed. It 13 

appears that this policy was recently created.  This policy developed by Mr. 14 

Oligschlaeger, however, is not based in any substantive ratemaking foundation.   15 

Q. Why do you believe this new Staff policy has no substantive ratemaking foundation? 16 

A. Beginning at page 18 line 15 and continuing through page 19 line 7 Mr. Oligschlaeger 17 

differentiates between utility costs that he supports being included in rate base as ongoing 18 

and recurring and the types of costs that Staff has traditionally not proposed be included 19 

in rate base.  These are the costs are typically deferred under an AAO, which he 20 

characterizes as “infrequent” and “no ongoing amount for this type of cost included in 21 

utility rates”.   22 

Mr. Oligschlaeger then states that “Staff does not believe that the regulatory policy 23 

applied in the past to extraordinary and nonrecurring costs should be automatically 24 

applicable to ongoing, recurring expenses subject to tracking treatment.” 25 
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This new Staff policy in not based on a sold ratemaking foundation because it fails to 1 

state why one type of expense is more deserving of rate base treatment than another.  2 

Should shareholders be more protected and have more risk removed for costs that are 3 

routine and recurring utility expenses that Staff supports rate base inclusion? Why are 4 

shareholders entitled to less rate protection for costs that are unusual in nature and 5 

infrequent in occurrence than routine everyday utility expenses?  Mr. Oligschlaeger 6 

established no foundation or rationale why there should be a ratemaking difference for 7 

these two types of costs. 8 

In fact, Staff’s position is actually counter-intuitive from a ratemaking standpoint.  In 9 

situations where the expense at issue was caused by a natural disaster, one could argue 10 

that rate base treatment is more justifiable as the Commission would want to encourage 11 

the utility as much as possible to put for the all the effort it can to address the situation 12 

without worrying about the impact on its earnings.  Rate base inclusion of these types of 13 

deferred expenses actually have more of a justification to be included in rate base than 14 

normal compensation expense trackers such as plant operations expenses and 15 

compensation expense deferral such as pension expense trackers.  This position, as 16 

developed by Mr. Oligschlaeger, is arbitrary and not justified. 17 

COMMISSION STANDARDS ON RATE BASE INCLUSION OF DEFERRED EXPENSES 18 

Q. At page 19 lines 8-20 Mr. Oligschlaeger states that he does not believe the 19 

Commission should apply and enforce the standards on rate base inclusion that it 20 

set in its Report and Order in Case No. ER-2006-0314. Do you agree? 21 

A. No.  Mr. Oligschlaeger says that I am arguing that “only tangible assets, such as 22 

“possessions” or “property” should be eligible for rate base inclusion.  However, I am not 23 

making that argument only because it is solid ratemaking practice but also because that is 24 

what the Commission ordered as a standard for rate base inclusion in KCPL’s 2006 rate 25 
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case.  If Mr. Oligschlaeger does not agree with the Commission on this policy, he should 1 

express this disagreement with the Commission in his testimony. He does not.  2 

 By testifying around this Commission Report and Order and not addressing it in his 3 

testimony, Mr. Oligschlaeger indicates that while he may not like the language in the 4 

Commission’s Report and Order, he cannot argue against it.  He provides no substantive 5 

argument against the facts and very reasonable position established by the Commission in 6 

its ER-2006-0314 Report and Order on the types of costs that should be included in rate 7 

base. 8 

Q. Did the Commission’s Report and Order in Case No. ER-2006-0314, where the 9 

Commission established standards for including operating expenses in rate base, 10 

support the Staff’s position in that rate case? 11 

A. Yes it did. In effect, Mr. Oligschlaeger argues against a Staff position in Case No. ER-12 

2006-0314.  While this is acceptable, I believe Mr. Oligschlaeger should at least address 13 

why he is changing a Staff position that has been in effect for ten years and the very Staff 14 

position on which the Commission based its 2006 Report and Order on this issue. 15 

Q. How does Mr. Oligschlaeger characterize the Commission’s stated standards on 16 

rate case inclusion on deferred expenses? 17 

A. At page 19 line 13 he characterizes the Commission’s standards for rate base inclusion as 18 

“unduly narrow” if applied to GMO’s tracked deferred expenses. 19 

Q. Mr. Oligschlaeger states that Staff generally agrees that only “true” utility assets 20 

and liabilities should be included in rate base.  Does he define what he considers 21 

“true” utility assets? 22 

A. No. Without this definition, his testimony on this issue is incomplete. 23 
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Q. Mr. Oligschlaeger states at page 19 line 15 that “regulatory assets” and “regulatory 1 

liabilities” are “valid” assets and liabilities in the financial and regulatory 2 

accounting sense and should be eligible for rate base inclusion.”  Does Mr. 3 

Oligschlaeger define what he means by “valid assets”? 4 

A. No, and his testimony on this issue is incomplete without this definition. 5 

Q. At page 19 line 17 it appears Mr. Oligschlaeger advocates that the Commission 6 

abandon its standards for rate base inclusion of deferred expenses and make up new 7 

standards in each rate case when this issue is presented. Do you agree with his 8 

recommendation?  9 

A. I disagree that the Commission should abandon its general standards on rate base.  The 10 

Commission must have ratemaking standards and principles that are general in nature and 11 

that can be applied to all utilities.  The Commission’s standard on rate base inclusion of 12 

deferred expenses is such a standard that applies in general to all utility rate cases, much 13 

like the Commission’s rate case matching principle.   14 

In his rebuttal testimony Mr. Oligschlaeger makes much use, appropriately so, of the 15 

Commission’s matching principle.  I don’t see where he states that the Commission’s 16 

matching principle should be applied on a case-by-case basis and applied, potentially 17 

differently, for different utility rate cases.  That would not reasonable for the matching 18 

principle and it is not reasonable for the standards for rate base inclusion.  The 19 

Commission needs general standards and principles that form the core basis of its 20 

ratemaking positions.   21 

Q. You stated earlier that it is your understanding that the Commission has never 22 

expressly supported rate base inclusion of expense trackers.  Is it your 23 

understanding that the Commission has expressed, in a very clear manner, its 24 

position that expense trackers do not belong in a utility’s rate base? 25 
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A. Yes. As discussed above, its Report and Order in KCPL’s 2006 rate case, ER-2006-0314, 1 

the Commission expressed its position on which types of costs are eligible to be included 2 

in rate base and which types of costs are not eligible.  The Commission described that 3 

additions to rate base must be an “asset”.  The Commission also described an “asset” as 4 

“some sort of possession or belonging worth something that is owned or controlled by the 5 

utility.”  6 

 Tracker expense deferrals are classified as “regulatory assets” in the FERC USOA and 7 

included in FERC account 182.3, Other Regulatory Assets.  A description of this account 8 

is included in FERC USOA Definition No. 31   9 

 Expense tracker deferrals are “regulator-created assets” or “regulatory assets”.  These are 10 

not assets provided by utility investor to provide utility service.  These regulator-created 11 

assets are no more than a set aside of dollars designated to receive special and 12 

preferential ratemaking treatment in rate cases under certain situations. They are not a 13 

shareholder investment in the utility; they are not even owned and controlled by a utility 14 

as they are created and controlled by the ratemaking actions of a regulatory agency:  15 

FERC USOA Account 182.3 Other regulatory assets.  16 
A. This account shall include the amounts of regulatory-created 17 
assets, not includible in other accounts, resulting from the 18 
ratemaking actions of regulatory agencies. B. The amounts 19 
included in this account are to be established by those charges 20 
which would have been included in net income, or accumulated 21 
other comprehensive income, determinations in the current period 22 
under the general requirements of the Uniform System of Accounts 23 
but for it being probable that such items will be included in a 24 
different period(s) for purposes of developing rates that the utility 25 
is authorized to charge for its utility services.  26 
 27 
FERC USOA Definition 31.  28 
Regulatory Assets and Liabilities are assets and liabilities that 29 
result from rate actions of regulatory agencies. Regulatory assets 30 
and liabilities arise from specific revenues, expenses, gains, or 31 
losses that would have been included in net income determination 32 
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in one period under the general requirements of the Uniform 1 
System of Accounts but for it being probable:  A. that such items 2 
will be included in a different period(s) for purposes of developing 3 
the rates the utility is authorized to charge for its utility services; or  4 
B. in the case of regulatory liabilities, that refunds to customers, 5 
not provided for in other accounts, will be required. 6 
 7 

Q. Are the utility rate base inclusion tests and standards developed by the Commission 8 

in its ER-2006-0314 Report and Order applicable to utility requests to include 9 

expense trackers in rate base? 10 

A. Yes, they are.   11 

Q. Does the Commission, in its ER-2006-0314 Report and Order, include language 12 

relevant to GMO’s proposal to include expense trackers in its rate base in this case? 13 

A. Yes.  The Commission stated that, to include expense projects in rate base,as KCPL 14 

proposed in the 2006 rate case, would make a “mockery” out of what constitutes a rate 15 

base asset. I believe, consistent with my understanding of the Commission position on 16 

this very issue in Case No. ER-2006-0114, that GMO’s and Staff’s position to include 17 

expense trackers  in this rate case also makes a mockery out of what constitutes a rate 18 

base asset. The Commission described is rationale and standards on the types of assets it 19 

will allow in rate base as follows:  20 

"….In order for an item to be added to rate base, it must be an 21 
asset. Assets are defined by the Financial Accounting  Standards 22 
Board (FASB) as 'probable future economic benefits obtained or  23 
controlled by a particular entity as a result of past transactions or 24 
events' (FASB  Concept Statement No. 6, Elements of Financial 25 
Statements).  26 
 27 
Once an item meets the test of being an asset, it must also meet the 28 
ratemaking principle of being 'used and useful' in the provision of 29 
utility service. Used and useful means that the asset is actually 30 
being used to provide service and that it is actually needed to 31 
provide utility service. This is the standard adopted by many 32 
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regulatory jurisdictions, including the Missouri Public Service 1 
Commission."  2 
 3 
The Commission finds that the competent and substantial evidence 4 
supports the position of Staff, and finds this issue in Staffs favor.  5 
While KCPL's projects appear to be prudent, KCPL produced 6 
insufficient evidence for the Commission to find that these projects 7 
rise to the level of an asset, on which the company could earn a 8 
rate of return.  9 
 10 
What is at issue is not whether a project is a "probable future 11 
economic benefit", as KCPL asserts in its brief; what is at issue is 12 
the remainder of  the FASB definition Mr. Hyneman quoted, which 13 
is "obtained or controlled by an  particular entity as a result of past 14 
transactions or events."  15 
 16 
In other words, an asset is some sort of possession or belonging 17 
worth something. KCPL obtains or controls assets, such as 18 
generation facilities and transmission lines.  19 
 20 
To attempt to turn an otherwise legitimate management expense, 21 
such as a training expense, into an  asset by dubbing it a "project" 22 
makes a mockery of what an asset really is, which is some type of 23 
property.   24 
 25 
Using KCPL's argument, any expense is potentially an asset by 26 
simply calling it a "project", and thus could be included in rate 27 
base.  KCPL's projects do not rise to the level of rate base. 28 
(Emphasis added) 29 

 30 

Regulatory Asset Deferral Decisions 31 

Q. At page 20 line 12 Mr. Oligschlaeger addresses your direct testimony on the issue of 32 

who (utility management or the Commission) should make the determination to defer 33 

expenses to FERC account 182.3, Other regulatory assets.  Please comment. 34 

A. Mr. Oligschlaeger correctly describes past Commission practice which were based on 35 

Staff’s AAO recommendations and Staff’s understanding of the FERC’s USOA going 36 
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back many years. However, the Staff’s policy has never been consistent with FERC and 1 

the requirements of the FERC USOA.  2 

Q. Does Mr. Oligschlaeger understand that under the FERC USOA the Commission is 3 

not required to grant an AAO to Missouri utilities in order for utility managment to 4 

defer expenses outside of a rate case test year as a regulatory asset on its balance 5 

sheet? 6 

A. Yes, I believe he understands the correct methodology under the FERC USOA based on 7 

his rebuttal testimony on this issue in this rate case.  I noted that he does not state in his 8 

testimony that the Commission is required to approve utility AAO expense deferral 9 

requests.  He only states that “in most instances it is both acceptable and appropriate for 10 

utilities to seek authority from the Commission before it defers as a regulatory asset 11 

certain incurred expenses.” 12 

Q. Do you believe it is acceptable and appropriate for utilities to seek authority from 13 

the Commission before it defers as a regulatory asset certain incurred expenses? 14 

A. In most cases, no, it is not appropriate for the Commission to make accounting (as 15 

opposed to ratemaking) decisions for utility managers.  In all cases, it is not appropriate 16 

for the Commission to determine ratemaking treatment in an AAO case where the 17 

Commission, by granting an AAO, is required to make a clear declaration that the 18 

expenses at issue are probable of rate recovery. 19 

Q. At page 20 line 15, Mr. Oligschlaeger states that “(d)eferral treatment is an 20 

exception to normal utility accounting for costs under the prescribed USOA.”  Do 21 

you agree with that statement? 22 

A. No.  If the USOA allows for a utility to defer expenses as a regulatory asset to FERC 23 

account 182.3, Other Regulatory Assets, upon certain conditions being met, then it is not 24 

an exception to normal utility accounting and it is not so characterized by the FERC in its 25 
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USOA.  While it is common for a utility to recognize an expense in its income statement 1 

in the year incurred, normal utility accounting treatment provided by the FERC USOA 2 

allows for different treatment, such as the authority to defer an expense to a regulatory 3 

asset or a deferred charge account. 4 

Q. Do you believe that the Commission should continue its current practice of making 5 

routine utility management accounting decisions related to whether or not to defer 6 

expenses as a regulatory asset? 7 

A. No.  This is an accounting decision best made by utility management and FERC requires 8 

this decision to be made by utility management.  There are no ratemaking implications at 9 

all when utility management makes a decision to defer an expense as a regulatory asset. 10 

The only criteria that must be evaluated by utility management is 1) whether or not this 11 

particular expense is being recovered in current rates and 2) whether or not it is probable 12 

that this expense will be recovered in future rates.  13 

I have seen concern in the past expressed by the Commission about being asked to 14 

“micromanage” utility decisions. I believe making routine accounting decisions for utility 15 

management that have no ratemaking implications is a form of micromanagement.  16 

Utility management is required by the Commission to comply with the provisions of the 17 

USOA. If they meet the FERC requirements to defer expenses to account 182.3, they 18 

should be allowed to do so without Commission involvement. 19 

Q. Are you stating that the Commission should ignore requests by utilities to give 20 

guidance on significant accounting decisions? 21 

A. No.  I think the Commission should respond to such requests and provide general 22 

guidance if necessary.  However, the decision to defer expenses outside of a rate case test 23 

year must be made by utility management.  In addition, it must be utility management 24 

and not the Commission who makes the decision (as is required by the FERC USOA) 25 
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that the deferred expenses are probable of rate recovery in the next rate case.  There are 1 

major problems that are created when the Commission makes that decision. 2 

Q. Please explain why there is a problem with the Commission making the decision 3 

that a utility expense deferred to account 182.3 Other Regulatory Assets is probable 4 

of future rate recovery? 5 

A. I understand that there are legal issues surrounding the Commission making a ratemaking 6 

determination outside of a rate case.  I won’t address those issues here, but I will state 7 

that all the Commission’s AAOs that have been issued in the past include language that 8 

clearly states that the Commission is making no ratemaking determination.  Those AAOs 9 

have technically been incorrect.  By the Commission granting an AAO and allowing a 10 

deferral to regulatory asset account No. 182.3, it is telling all parties that the costs 11 

deferred under the AAO are “probable” of future rate recovery.  That is a clear and strict 12 

requirement of the FERC for an expense to be deferred to FERC account 182.3 and this is 13 

in direct conflict with a Commission statement that an AAO that it is not making a 14 

ratemaking decision. 15 

Q. Over the past several years have you witnessed the Commission expressing 16 

frustration with being told that they must issue an AAO stating that it is granting no 17 

ratemaking treatment yet also being told that the deferred expenses must be 18 

“probable” or rate recovery to be deferred? 19 

A. Yes, I have, and I have expressed this concern to Staff management at the time.  Staff 20 

management, as expressed by the testimony of Mr. Oligschlaeger, disagrees with my 21 

concern on this issue and sees no problem with this inherent conflict. 22 

 SURREBUTTAL TO THE REBUTTAL TESTIMONY  OF GMO  WITNESS RON KLOTE  23 

Inclusion of GMO’s Expense Trackers in Rate Base 24 
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Q. Have you reviewed the rebuttal testimony of GMO witness Ron Klote in this case? 1 

A. Yes, I have.  Any page number references to Mr. Klote’s testimony refer to his rebuttal 2 

testimony unless otherwise noted. 3 

Q. At page 34 Mr. Klote takes issue with OPC’s position that expense trackers do not 4 

meet the Commission’s standards for rate base inclusion.  Has OPC proposed any 5 

expense adjustment to remove or even lessen GMO’s expense rate recovery of any 6 

of GMO’s expense trackers in this rate case? 7 

A. No, it has not. OPC has made no adjustment to any of GMO’s recovery of its expense 8 

trackers in this case. OPC simply takes the position consistent with the Commission’s 9 

2006 KCPL rate case decision that “expense” trackers do not rise to the level of real rate 10 

base assets and should not be included in GMO’s rate base.   11 

 GMO, however, seeks a full “expense” recovery of these tracked expenses in cost of 12 

service (“recovery of”) as well as a full “capital” cost recovery (“recovery on”) on these 13 

normal utility operating expense deferrals.  GMO seeks to unnecessarily force its 14 

customers to pay a full weighted average cost of capital (“WACC”), including a 9.9% 15 

profit plus taxes on the profit on every dollar of these expense deferrals.  This is simply a 16 

highly unsound and inequitable ratemaking method that OPC cannot support. 17 

Q. Does the Commission agree that the use of expense trackers is generally bad 18 

ratemaking policy but may be appropriate in special circumstances? 19 

A. Yes, I will address that Commission position later in this testimony. 20 

Q. What specifically are expense trackers? 21 

A. Expense trackers are special ratemaking mechanisms designed to mitigate the natural 22 

flow of regulatory lag on the rate-setting process. Mechanically they are quite simple. For 23 

a specific expense that has been granted a tracker, the utility records its normal day-to-24 
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day operating expense and compares this booked amount with what it believes is the 1 

dollar amount of that expense reflected in utility rates in its last rate case.   2 

If the specific expense that is being tracked is higher than what the utility believes it is 3 

recovering in rates for that item, it defers this excess in a special account so it is able to 4 

seek rate recovery of this excess in a future rate case.   5 

Since past practice has been that the utility selects the expense to be tracked and seeks 6 

regulatory authority for a tracker, most of the individual expense trackers involve 7 

expenses that have a tendency to increase over time.  However, it is theoretically possible 8 

for a tracked expense to decrease over time and result in a future rate offset. 9 

Q. At page 34 line 23 through page 35 line 5 Mr. Klote lists GMO’s expense trackers 10 

that have been included in GMO’s rate base in past rate cases only though 11 

negotiated settlement agreements.  Is that correct? 12 

A. Yes it is correct.  To my knowledge, the Commission has never addressed the merits of 13 

including these specific expense trackers in rate base.  However, the Commission has 14 

allowed, as a total package of negotiated ratemaking issues and revenue requirement 15 

settlements, GMO to reflect these expense trackers in rate base for the specific time 16 

period between rate cases.  17 

There has never been any indication that just because an item receives special ratemaking 18 

treatment in one rate case that item will receive that same special ratemaking treatment in 19 

future rate cases.  That is not how ratemaking works, or should work, in Missouri.  Items 20 

that receive special ratemaking treatment, such as expense trackers, should be fully 21 

reviewed in every rate case to see if the special ratemaking treatment is still reasonable 22 

and appropriate. 23 

Q. Is it possible that OPC would support a negotiated settlement of this current GMO 24 

rate case that includes these trackers being included in rate base? 25 
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A. It is possible.  If the other elements to a settlement agreement provide a benefit that 1 

outweighs the detriment of including expense trackers in rate base, then OPC would act 2 

in the best interests of the Missouri public and support such an agreement. However, that 3 

does not mean that OPC agrees with the very bad accounting theory, ratemaking theory, 4 

and public detriments inherent in the process of including expense trackers in rate base. 5 

 Mr. Klote tries to persuade the Commission that just because parties to previous cases 6 

agreed to certain provisions in rate case settlements that they somehow have agreed with 7 

the appropriateness of each and every ratemaking methodology reflected in that 8 

settlement. That is just not the case and I doubt if GMO would accept that restriction on 9 

its ability to seek different ratemaking positions on certain issues in future rate cases. 10 

Q. At page 34 line 23 and 24 of his rebuttal testimony, Mr. Klote discusses pension 11 

expense and operating expenses specifically related to utility generation plant in 12 

service. Does he attempt to associate some special distinction between these normal 13 

and routine operating expenses and other normal operating expenses that are not 14 

tracked? 15 

A. Yes, but there is absolutely no distinction nor is there any reason to treat these normal 16 

and recurring operating expenses differently from other operating expenses.   17 

Mr. Klote singles out normal and recurring pension expense and normal and recurring 18 

utility expenses associated with prior construction projects as somehow being unusual or 19 

unique.  They are neither but rather normal and recurring utility expenses that should be 20 

reflected on GMO’s income statement as an expense and not on GMO’s rate base balance 21 

sheet accruing an unnecessary additional capital cost. Here, Mr. Klote is making a 22 

distinction between expenses without any substance whatsoever.  23 
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Q. At page 35 lines 6 through 9 Mr. Klote lists pension and OPEB expense 1 

prepayments that you recommend be included in GMO’s rate base.  Why are you 2 

not opposing the reflection of these employee compensation-type prepayments in 3 

GMO’s rate base? 4 

A. While these pension and OPEB prepayments are not the typical prepayments historically 5 

included in a utility’s rate base, they do appear to have some characteristics of rate base 6 

prepayments.  OPC has concerns about the increasing level of these expense deferrals 7 

with Missouri utilities on deferred pension costs (referred to as prepaid pension assets) 8 

and will be addressing this issue in future utility rate cases.    9 

In this current case, however, OPC is primarily concerned with the expense tracker 10 

deferrals that have no association with any typical rate base asset, such as the trackers 11 

listed at the top of page 35 of Mr. Klote’s rebuttal testimony. 12 

Q. At page 35 line 17 of his rebuttal testimony, Mr. Klote makes the point that Staff has 13 

included these expense trackers in its rate base recommendation.  Do you agree with 14 

his assertion? 15 

A. Yes.  However, in its direct filing Staff did not justify nor even address its reasons why it 16 

supports rate base inclusion of these expense trackers. Staff simply did not support its 17 

case.  From my experience, Staff has a history of continuing the ratemaking treatment of 18 

individual issues that were the result of prior rate case settlement agreements.  This is not 19 

a reasonable position but explains Staff’s ratemaking treatment of expense trackers in this 20 

rate case and its lack of support for this position in its direct testimony. 21 

 In response to my direct testimony on GMO’s rate base inclusion of normal expense 22 

trackers, Staff witness Oligschlaeger puts forth what I consider a vague and general 23 

defense of Staff’s position on expense trackers in this case.  I addressed Mr. 24 

Oligschlaeger’s rebuttal testimony earlier in this testimony. 25 
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Q. At page 35 line 18 through page 37 line 11, Mr. Klote recites the history of GMO’s 1 

expense trackers at issue in this case.  Do you have any reason to question the 2 

accuracy of this testimony? 3 

A. No.  In this testimony, Mr. Klote notes GMO expense trackers were originated in the 4 

Stipulation and Agreement to rate case ER-2009-0090, which allowed for the tracking 5 

and deferral of depreciation expense, interest expense, and profit.  These items are period 6 

costs required to be reflected in the year incurred on GMO’s income statement.  These 7 

normal and routine operating expenses have no attributes of capital costs of the type that 8 

meet the Commission’s standards of rate base inclusion and are nothing more than 9 

normal and recurring utility operating expenses that have been granted special accounting 10 

and ratemaking treatment.  They are not rate base assets. 11 

Mr. Klote also cites the Commission’s Accounting Authority Order in Case EU-2011-12 

0034 as authority for GMO to track and defer depreciation expense, interest expense, 13 

profit, normal operations and maintenance (“O&M”) expenses, and fuel and revenue 14 

impacts.  As with the ER-90-0090 deferrals, GMO was allowed to defer normal and 15 

recurring utility period costs but not capital costs.  Period costs, or expenses, must be 16 

recognized in current operations (the year incurred).   17 

If period costs receive special accounting and ratemaking treatment as these expenses 18 

have received, they are then allowed to be deferred and amortized to future periods with 19 

the potential to be recovered in utility rates. There’s no guarantee this will happen. 20 

Nothing about the nature or the circumstances surrounding these normal and recurring 21 

utility expenses raise them to a level necessary to receive rate base treatment.  They 22 

simply do not meet the Commission standards of rate base inclusion that I addressed in 23 

response to Staff witness Oligschlaeger’s rebuttal testimony and will address below. 24 
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Q. Should normal operations and maintenance expenses required to be reflected in 1 

current operations on the income statement be deferred as an asset on the balance 2 

sheet (rate base)? 3 

A. No.  Deferred expenses should not be included in a utility’s rate base as they are not plant 4 

in service, prepayments, working capital, or other capital investments.  Trackers track an 5 

expense that is all they do. Expenses belong on the income statement and reflected in 6 

current operations and do not belong in the balance sheet or rate base.  Tracked expenses 7 

have no association with rate base assets.  8 

Q. Does the Commission consider the ability to track and defer certain expenses 9 

outside of a rate case test year for future rate recovery as extraordinary ratemaking 10 

treatment? 11 

A. Yes, it does. 12 

Q. Does the Commission consider the ability to track and defer certain expenses 13 

outside of a rate case test year for future rate recovery violates the Commission’s 14 

rate case matching principle? 15 

A. Yes, it does. 16 

Q. Did the Commission very recently define and describe its position on expense 17 

trackers? 18 

A. Yes.  Exactly one year ago, the Commission provided its current position on expense 19 

trackers in the Findings of Fact section of its September 2, 2016 Report and Order in 20 

KCPL’s 2014 rate case, No. ER-2014-0370.   21 

In this Report and Order, the Commission expressed its concern about the use of trackers 22 

and one of the most serious detriments in the use of trackers – they violate the matching 23 

principle that is so integral to the process of setting reasonable utility rates. Specifically, 24 
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the Commission correctly recognized that trackers affect a utility’s earnings for a prior 1 

period by increasing revenues in future periods - a violation of the matching principle in 2 

addition to unreasonably skewing ratemaking results.  Finally, the Commission noted 3 

expense trackers “dull the incentives a utility has to operate efficiently and productively 4 

under the rate regulation approach employed in Missouri.” 5 

At paragraphs 114-116 of its September 2, 2015 ER-2014-0370 Report and Order, the 6 

Commission stated: 7 

Findings of Fact  8 
 9 
114. In Missouri, rates are usually established based upon a historical test 10 
year where the company’s expenses and the rate base necessary to produce 11 
the revenue requirement are synchronized. The deferral of costs from a prior 12 
period results in costs associated with the production of revenues in one 13 
period being charged against the revenues in a different period, which 14 
violates the “matching principle” required by Generally Accepted 15 
Accounting Principles (GAAP) and the Uniform System of Accounts 16 
approved by the Commission.  17 
 18 
The matching principle is a fundamental concept of accrual basis 19 
accounting, which provides that in measuring net income for an accounting 20 
period, the costs incurred in that period should be matched against the 21 
revenue generated in the same period.  22 
 23 
Such matching creates consistency in income statements and balance sheets 24 
by preventing distortions of financial statements which present an unfair 25 
representation of the financial position of the business. One type of deferral 26 
accounting, a “tracker”, has the effect of either increasing or decreasing a 27 
utility’s earnings for a prior period by increasing or decreasing revenues in 28 
future periods, which violates the matching principle.  29 
 30 
115. A tracker is a rate mechanism under which the amount of a particular 31 
cost of service item actually incurred by a utility is tracked and compared to 32 
the amount of that item currently included in a utility’s rate levels. Any 33 
over-recovery or under-recovery of the item in rates compared to the actual 34 
expenditures made by a utility is then booked to a regulatory asset or 35 
liability account and would be eligible to be included in the utility’s rates in 36 
its next general rate proceeding through an amortization to expense.  37 
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116. The broad use of trackers should be limited because they violate the 1 
matching principle, tend to unreasonably skew ratemaking results, and dull 2 
the incentives a utility has to operate efficiently and productively under the 3 
rate regulation approach employed in Missouri. 4 

 5 

Q. At page 34 line 16 Mr. Klote states that rate base inclusion of GMO’s deferred 6 

expense trackers has been “approved by the Commission in previous rate cases.” Is 7 

this your understanding? 8 

A. No, it is not.  I do not recall any rate case where the Commission addressed or approved 9 

rate base inclusion of expense trackers.   10 

Q. Despite the testimony of Mr. Klote where he states the Commission has approved 11 

expense deferrals in rate base, has the Commission deliberated and rejected rate 12 

base inclusion of certain deferred expenses? 13 

A. Yes, it has. As addressed in my surrebuttal to the rebuttal testimony of Staff witness 14 

Oligschlaeger, its Report and Order in KCPL’s 2006 rate case, ER-2006-0314, the 15 

Commission provided a lot of guidance on its position on this issue.  The Commission 16 

required that additions to rate base must be an “asset”.  The Commission also described 17 

an “asset” as “some sort of possession or belonging worth something that is owned or 18 

controlled by the utility.” 19 

 In fact, the Commission stated that to include expense projects in rate base, as KCPL 20 

proposed in its 2006 rate case and as GMO proposes in this rate case, makes a “mockery” 21 

out of what constitutes a rate base asset.  I agree 100 percent with this conclusion.   22 

 In this case, GMO seeks to include in rate base depreciation expense, interest expense, 23 

profit, fuel expense, and other normal day-to-day utility operating expenses.  This 24 

specific request in this case is identical to the request made by KCPL in its 2014 rate 25 
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case. Like that case, GMO is making a “mockery” of what constitutes a rate base asset in 1 

this rate case. 2 

 The Commission stated:  3 

"….In order for an item to be added to rate base, it must be an 4 
asset. Assets are defined by the Financial Accounting  Standards 5 
Board (FASB) as 'probable future economic benefits obtained or  6 
controlled by a particular entity as a result of past transactions or 7 
events' (FASB  Concept Statement No. 6, Elements of Financial 8 
Statements).  9 
 10 
Once an item meets the test of being an asset, it must also meet the 11 
ratemaking principle of being 'used and useful' in the provision of 12 
utility service. Used and useful means that the asset is actually 13 
being used to provide service and that it is actually needed to 14 
provide utility service. This is the standard adopted by many 15 
regulatory jurisdictions, including the Missouri Public Service 16 
Commission."  17 
 18 
The Commission finds that the competent and substantial evidence 19 
supports the position of Staff, and finds this issue in Staffs favor.  20 
While KCPL's projects appear to be prudent, KCPL produced 21 
insufficient evidence for the Commission to find that these projects 22 
rise to the level of an asset, on which the company could earn a 23 
rate of return.  24 
 25 
What is at issue is not whether a project is a "probable future 26 
economic benefit", as KCPL asserts in its brief; what is at issue is 27 
the remainder of  the FASB definition Mr. Hyneman quoted, which 28 
is "obtained or controlled by an  particular entity as a result of past 29 
transactions or events."  30 
 31 
In other words, an asset is some sort of possession or belonging 32 
worth something. KCPL obtains or controls assets, such as 33 
generation facilities and transmission lines.  34 
To attempt to turn an otherwise legitimate management expense, 35 
such as a training expense, into an  asset by dubbing it a "project" 36 
makes a mockery of what an asset really is, which is some type of 37 
property.   38 
 39 
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Using KCPL's argument, any expense is potentially an asset by 1 
simply calling it a "project", and thus could be included in rate 2 
base.  KCPL's projects do not rise to the level of rate base. 3 
(emphasis added) 4 

 5 

Q. At page 34 lines 20 through 22 Mr. Klote testifies that the majority of my argument 6 

“is based on excerpts from a past KCP&L rate case that involved ice storm expense 7 

recovery.” Is any part of the issue in the “past KCP&L rate case” that you cite 8 

related in any way to ice storm expenses? 9 

A. No.  I referenced the Commission’s Report and Order in Case No. ER-2006-0314 (“2006 10 

Report and Order”) and the Commission’s decision related to rate base inclusion of 11 

deferred expense. Nothing in that rate case issue had anything to do with ice storm costs.   12 

 The greater point here is Mr. Klote’s attempt at false association by  attempting to portray 13 

the Commission’s 2006 Report and Order rate base standards as being only related to the 14 

specific expenses at issue in that 2006 rate case.  They are not. 15 

 The Commission set the standards for rate base inclusion in the 2006 Report and Order 16 

and applied them to the specific expenses proposed by KCPL to be included in its rate 17 

base.  As is clear from reading this Report and Order the Commission was creating 18 

general standards that apply generally to all attempts to put expenses in rate base and call 19 

them an asset. Mr. Klote portrays these general standards as applying to only the specific 20 

expenses addressed by the Commission in the 2006 rate case.  Clearly he is wrong on this 21 

point. 22 

Q. In KCPL’s 2006 rate case the Commission found competent and substantial 23 

evidence supported Staff’s position of no rate base treatment for these deferred 24 

expenses, and the Commission ruled on this issue in favor of Staff.  Please 25 

summarize Staff’s position on the issue of rate base inclusion of deferred expenses in 26 

KCPL’s 2006 rate case. 27 
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A. The Commission accepted and ordered that there are clear standards for a cost to be 1 

included in rate base.  Some of the evidence on which the Commission based these 2 

standards was provided in the surrebuttal testimony I fled as a member of the 3 

Commission Staff in Case No. ER-2006-0314.  A portion of my surrebuttal testimony in 4 

this 2006 rate case reads as follows: 5 

Q. What is the standard for inclusion in rate base?  6 
 7 
A. To be included in rate base, a deferred cost, such as these project costs, 8 
has to meet the definition of an asset. After it meets this test, the asset then 9 
has to meet the same tests as KCPL's plant in service - used and useful in 10 
the provision of utility service.  11 
 12 
Q. Please describe these standards. A. In order for an item to be added to 13 
rate base, it must be an asset. Assets are defined by the Financial 14 
Accounting Standards Board (FASB) as "probable future economic 15 
benefits obtained or controlled by a particular entity as a result of past 16 
transactions or events" (FASB Concept Statement No. 6, Elements of 17 
Financial Statements). Once an item meets the test of being an asset, it 18 
must also meet the ratemaking principle of being "used and useful" in the 19 
provision of utility service. Used and useful means that the asset is 20 
actually being used to provide service and that it is actually needed to 21 
provide utility service. This is the standard adopted by many regulatory 22 
jurisdictions, including the Missouri Public Service Commission.  23 
 24 
Q. Does the Staff believe that the deferred costs of these two projects meet 25 
the definition of an asset?  26 
 27 
A. No. The Staff does not believe that these project cost deferrals meet the 28 
"probable future benefit" test of an asset. As discussed below, no material 29 
weakness in KCPL's management existed to be corrected by these projects 30 
KCPL's management is tasked to ensure that the utility provides safe and 31 
adequate service at reasonable prices. The Staff believes that KCPL has 32 
met this task. From the comments of its Chairman and CEO described 33 
below, it appears that the Company also believes it has accomplished this 34 
task very well. The lack of a management problem to address with the 35 
expenditure of millions of dollars in outside consultant costs raises doubt 36 
as to the existence of probable future economic benefits from the initiation 37 
of these projects.  38 
 39 
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Q. Why did Staff take the position that the KCPL should be allowed 1 
recovery of these cost through an amortization to cost of service, but not a 2 
recovery on these costs by inclusion in rate base?  3 
 4 
A. The Staff concluded that some long-term benefits may or may not be 5 
realized as a result of these projects. Given this possibility, the Staff 6 
believes the best rate treatment of these costs in this case is to allow 7 
recovery over a finite period of time. Because these costs do not meet the 8 
well-established tests for rate base inclusion, the Staff opposes any rate 9 
base treatment of these costs. The Staff does not believe it is appropriate to 10 
recommend disallowance of these project costs on the basis that they were 11 
not necessary to provide electric service or that they were a non-recurring 12 
cost. However, Staff also did not want to support a total and complete 13 
recovery of those costs. The position taken by the Staff is a compromise 14 
between the extreme positions of no recovery and a total recovery of and 15 
on these costs. 16 

Q. In its 2006 KCPL Report and Order did the Commission also rely on the summary 17 

of the Staff’s evidence on this issue as put forth in the Prehearing Brief of the Staff’s 18 

Counsel’s Office? 19 

A. Yes.  The Staff’s Counsel’s Office summarized the Staff’s evidence on this issue at page 20 

29 of its Prehearing Brief: 21 

13. Corporate Projects and Strategic Initiatives: Should the costs of the 22 
LED-LDI and CORPDP-KCPL projects, which are being deferred and 23 
amortized over 5 years, be included in rate base?  24 
 25 
KCPL and GPE have certain projects and strategic initiatives that involved 26 
large payments to outside contractors. Staff and the Company are in 27 
substantial agreement as to the treatment of the costs associated with these 28 
projects. For three of the four projects, Staff recommended that the test year 29 
expenses be deferred and expensed over five years. This treatment was 30 
proposed because the results of the projects will benefit ratepayers over a 31 
period of years and it is therefore equitable to pay for the projects over a 32 
period of years.  33 
 34 
KCPL agrees, but proposes that the deferred amounts be included in rate 35 
base. In that case, KCPL would earn a return on the deferred portion of the 36 
expenses.  37 
 38 
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Deferred and unamortized expenses are not normally included in rate base. 1 
To be included in rate base, the deferred and unamortized expense must be a 2 
used-and-useful asset. Assets are defined by the Financial Accounting 3 
Standards Board as "probable future economic benefits obtained or 4 
controlled by a particular entity as a result of past transactions or events.”  5 
 6 
Even if an item qualifies as an asset, it must also be used and useful in order 7 
to be included in rate base. An item is “used and useful” when it is actually 8 
being used, and is actually necessary, to provide utility service. The 9 
deferred and unamortized expenses that KCPL proposes to include in rate 10 
base here are not assets and are not used and useful. Therefore, they cannot 11 
be included in rate base.  12 
 13 
 14 

Q. At page 37 line 12 through page 38 line 2 Mr. Klote correctly describes the specific 15 

types of expense tracker deferrals that KCPL sought to include in rate base in its 16 

2006 rate case.  Is the nature of these individual expense deferrals relevant to or 17 

even associated with the Commission’s standards for rate base inclusion? 18 

A. As I noted earlier, the answer is clearly no.  Mr. Klote spends some time describing the 19 

nature of the 2006 expenses that the Commission declined to include in KCPL’s rate base 20 

in the 2006 case. While his description of the nature of the expenses appears accurate, the 21 

nature of these specific expenses did not have any impact on the Commission’s standards 22 

on rate base inclusion.  Actually, just the opposite is true. The Commission applied 23 

separate and stand-alone rate base inclusion standards to these specific expenses and 24 

determined they do not meet the standards.  25 

 Mr. Klote, again, attempts to portray false association between general Commission 26 

standards that apply to all utilities in Missouri for all types of expenses with the specific 27 

individual expenses at issue in the 2006 rate case. 28 

Q. Does GMO have a burden of proof to support its rate increase in this rate case? 29 

A. Yes, that is my understanding based on previous statements by the Commission over the 30 

years. 31 
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Q. Does that burden of proof also apply to the expense trackers and other deferred 1 

expenses it seeks to include in rate base in this rate? 2 

A. Yes, I believe it does. 3 

Q. Does that burden of proof also require GMO to show how its expense trackers in 4 

this case meet the specific standards for rate base inclusions developed by the 5 

Commission in its ER-2006-0314 Report and Order? 6 

A. That is a question for the Commission to address, but I believe it should. 7 

Q. Has GMO met or even attempted to meet its burden of proof that the expense 8 

trackers and other deferred expenses it seeks to include in rate base in this rate case 9 

meet the specific standards for rate base inclusions developed by the Commission in 10 

its ER-2006-0314 Report and Order?  11 

A. Again, that will be a decision the Commission will need to make on this issue but I 12 

believe the answer is no.  GMO has made no attempt to justify these expenses being 13 

included in rate base.  Mr. Klote’s only support is that “it has been done before.”  But that 14 

is not sufficient in my opinion and if he means the Commission has determined these 15 

expenses qualify for inclusion in GMO’s rate base, he is not correct.  16 

Mr. Klote merely provides testimony about the origin and nature of GMO’s expense 17 

trackers but he does not apply the Commission’s rate base inclusion standards to any of 18 

GMO’s expense trackers.  Based on Mr. Klote’s failure to address the existing 19 

Commission’s standards, I can only conclude that GMO realizes it cannot meet these 20 

Commission standards.  GMO can only resort to argument that these expense trackers 21 

were included in rate base in past rate cases as a result of compromised rate case 22 

positions seeking an overall settlement of the rate case.  From an auditor’s perspective, 23 

that is not evidence of any substance.  24 
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Q. At page 38 line 15 Mr. Klote indicates that the rate base treatment and amortization 1 

period of GMO’s expense deferrals were “approved” by the Commission.  Is that a 2 

true statement? 3 

A. No.  The individual amortization periods where the deferred expense tracker is reflected 4 

in GMO’s utility rates may have been an issue in previous rate cases and decided by the 5 

Commission.  The amortization period is not an issue in this GMO rate case.  OPC is 6 

supporting full rate recovery of these expense trackers over the amortization period 7 

proposed by GMO in this rate case.  8 

 Mr. Klote’s inference, however, that the Commission approved rate base inclusion of 9 

these expense trackers is not correct.  As noted earlier, I do not recall any GMO rate case 10 

where the issue of rate base inclusion of these expense trackers was addressed by the 11 

Commission.  I am sure if there was a Commission Order where the Commission ordered 12 

rate base treatment of these expense tracers, Mr. Klote would cite to that Order in his 13 

testimony.  He does not. 14 

Q. At page 38 line 19 Mr. Klote states “The record speaks clearly that these assets 15 

should be included in rate base.” Please comment. 16 

A. The reality is just the opposite. The Commission standards have been put forth in my 17 

direct testimony. GMO decided to ignore these Commission standards even when the 18 

standards were raised as an issue in this rate case. GMO continues to rely on only false 19 

rate case precedents.  20 

Q. How should the Commission treat GMO’s expense trackers in rate base? 21 

A. I would urge the Commission to look to its 2006 Report and Order for standards on the 22 

nature and characteristics of the types of costs that should be allowed in a utility’s rate 23 

base.  The Commission should determine that rate case positions of rate case parties that 24 
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were compromised in the interest of settling rate cases should not be used against them in 1 

future rate cases as precedent.  This is what GMO is doing in this rate case.   2 

 From my vantage point as an expert who has participated in Commission rate cases for 3 

over 20 years, ratemaking positions of the parties should stand on their own merit and 4 

should be evaluated by the Commission based on the ratemaking principles, ratemaking 5 

standards, and regulatory policy established by the Commission. If the Commission 6 

applies its standards in this case, OPC is confident that it will conclude that GMO’s 7 

expense trackers do not meet Commission standards for rate base inclusion.  8 

Q. If the Commission adopts OPC’s position in this rate case, will GMO shareholders 9 

be made whole by recovering of each and every dollar that has been deferred under 10 

its several expense trackers.   11 

A. Yes.  OPC’s position allows for GMO’s shareholders to be made whole and recover 100 12 

percent of the deferred expenses.  GMO’s ratepayers, however, will not be forced to pay 13 

for the interest and profit unnecessarily added to these normal and recurring deferred 14 

expenses. 15 

Q. If the Commission believes that GMO’s shareholders are entitled to be compensated 16 

a financing charge associated with the expense trackers, is there a method available 17 

for the Commission to accomplish this without sacrificing its standards for rate base 18 

inclusion? 19 

A. Yes there is and the Commission has adopted this approach in the past.  20 

 OPC believes strongly that allowing 100 percent recovery of expense trackers through an 21 

income statement amortization to rates is significantly more than fair treatment to GMO’s 22 

shareholders.  However, if the Commission would like to provide some capital cost 23 

recovery of the tracked expense balances, other options are available.   24 
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 For example, the Commission could order GMO remove these expense trackers from rate 1 

base but capitalize to these deferred expenses an interest cost at GMO’s short-term 2 

interest cost rate.  That would lessen the burden on GMO’s ratepayers but also provide 3 

GMO’s shareholders with recovery of interest expense on these expense deferrals.  4 

 This short-term debt cost adder to revenue and expense trackers has been ordered by the 5 

Commission in the past for trackers related to KCPL’s off-system sales sharing 6 

mechanisms. 7 

Q. What is the source of the use of short-term interest rates for tracker deferrals? 8 

A. As part of KCPL’s Experimental Regulatory Plan approved by the Commission in Case 9 

No. EO-2005-0329, there was an agreement on the sharing between ratepayers and 10 

shareholders of KCPL’s off-system sales revenues.  While KCPL initially opposed the 11 

addition of any capital costs to this regulatory liability, on the witness stand during the 12 

rate case hearings in Case No. ER-2007-0291, KCPL’s Director of Regulatory Affairs 13 

Mr. Chris Giles, testified that KCPL would agree to add a short-term debt rate component 14 

to this regulatory liability to be returned to ratepayers. 15 

 In KCPL’s Post Hearing Brief in its ER-2007-0291 rate case, KCPL included the 16 

following discussion. 17 

Although KCPL opposed such a process of interest calculation and flow-18 
back to ratepayers in its pre-hearing Statement of Position, the Company 19 
indicated at the hearing that it would be appropriate to pay interest on the 20 
amount of off-system sales that exceeded the 25% Level.  21 
 22 
Mr. Giles testified that the Company would agree to pay a short-term 23 
interest rate on such amounts, consisting of LIBOR (London Interbank 24 
Offered Rate) plus 32 basis points. See Tr. 516.  25 
 26 
Additionally, any such interest paid to ratepayers would not be included in 27 
the Company’s cost of service. Id. at 516-17.  28 
 29 
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Although KCPL did not present a specific proposal in writing, Mr. Giles 1 
testified in detail that interest on such excess amounts should be tracked on 2 
a monthly basis and that the excess should be flowed back to ratepayers in a 3 
subsequent rate case. See Tr. 518-22. 4 
 5 

 At page 39 of its Report and Order in Case No. ER-2007-0291, the Commission ordered 6 

that KCPL’s excess off-system sales revenues that should be returned to ratepayers must  7 

include an interest component calculated at KCPL’s short-term interest rate, which at that 8 

time was LIBOR rate plus 32 basis points.   9 

 That proposal by KCPL during the rate case hearing was accepted and adopted by the 10 

Commission in its Report and Order: 11 

KCPL’s rates should continue to be set at the 25th percentile of nonfirm off-12 
system sales margin as projected in this case for 2008 as proposed by 13 
KCPL, and accepted by the Staff, and not at the 40th percentile as proposed 14 
by Public Counsel.  15 
 16 
KCPL shall continue to book all amounts above the 25th percentile as a 17 
regulatory liability, with no corresponding regulatory asset should sales fail 18 
to meet the 25th percentile, as ordered in Case No. ER-2006-0314.  19 
 20 
KCPL shall pay a short-term interest rate of LIBOR148 plus 32 basis points 21 
on all margin amounts exceeding the 25% level, with the interest paid not 22 
charged to ratepayers in cost of service.  23 
 24 
Any margins in excess of the 25th percentile, and any interest paid on those 25 
margins, shall be returned to the ratepayers no later than the conclusion of 26 
“Rate Filing #4” as defined in Paragraph III.B.3.d on page 41 of the 27 
Stipulation and Agreement approved in Commission Case No. EO-2005-28 
0329.  29 
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Capitalization of SERP Expenses to Current Construction Projects 1 

Q. As it relates to the issue of capitalization of GMO’s SERP expenses, at page 18 Mr. 2 

Klote states that since its filing of direct testimony on February 23, 2016, GMO 3 

changed its position on the capitalization of SERP expenses.  Do you agree with this 4 

changed GMO position? 5 

A. No.  GMO changed from a correct position to an incorrect position simply because Staff 6 

failed to properly account for GMO’s SERP expenses in its direct testimony. Staff failed 7 

to be consistent with its prior position of not capitalizing (allocating a portion of current 8 

expense to current construction projects) SERP expenses without any explanation in 9 

direct testimony why it changed its position.   10 

 Mr. Klote explained in rebuttal testimony that in GMO’s direct testimony it did not 11 

allocate (or charge) a portion of its supplemental pension cash payments to former 12 

executive employees (“Supplemental Executive Retirement Plan” or “SERP”) to current 13 

construction projects.  This accounting treatment is based on correct accounting and 14 

ratemaking principles and OPC agrees with the ratemaking position taken by GMO in its 15 

direct filing in this rate case. OPC disagrees with GMO’s new position on SERP 16 

capitalization.   17 

Q. Did GMO previously testify before this Commission that it agreed that SERP 18 

expenses should not be charged to current construction projects? 19 

A. Yes. In her 2010 rebuttal testimony GMO witness Ellen E. Fairchild testified in Case 20 

No. ER-2010-0356 that she agreed with Staff’s position that SERP payments should not 21 

be capitalized. Ms. Fairchild iscurrently Vice President, Chief Compliance Officer and 22 

Corporate Secretary, Great Plains Energy and KCPL. At page 3 of her rebuttal testimony 23 

in Case No. ER-2010-0356 Ms. Fairchild stated: 24 
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While I do have a number of areas of disagreement, I do agree with 1 
Mr. Hyneman’s rational for not allocating any SERP expense to 2 
capital; the reduction of monthly annuities by 20 percent to reflect 3 
that some SERP expense was based on bonus payments and 4 
incentive compensation which were not included in cost of service; 5 
and the exclusion of SERP for former L&P executives and certain 6 
former Aquila executives. (Emphasis added) 7 

 8 

Q. Did you read the Staff’s direct testimony on the issue of SERP? 9 

A. Yes.  Staff’s direct testimony on GMO’s SERP can be found on pages 114-115 of the 10 

Staff’s Cost of Service Report filed on July 15, 2016.  In its direct testimony Staff 11 

correctly defined a SERP as “non-qualified retirement plans for officers and executives, 12 

which provide pension benefits these highly-compensated individuals would have 13 

received under other company retirement plans but for compensation and benefit limits 14 

imposed by the Internal Revenue Service (“IRS”).” Staff then described how it calculated 15 

an appropriate level of SERP to include in GMO’s cost of service. 16 

Q. Did Staff even address the issue of capitalization of SERP expenses in its direct 17 

testimony? 18 

A. No, it did not.  It appears that GMO changed its stated position on this issue, a position 19 

that it expressly supported in prior testimony, with no reasonable theoretical basis for the 20 

change in position.   21 

Q. If Staff changed its position on SERP capitalization, a position that was agreed to be 22 

GMO in past rate cases, should the Staff at least explain why it changed its position? 23 

A. Yes, it should. 24 

Q. How does Mr. Klote explain GMO’s changed position on SERP capitalization? 25 
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A. Mr. Klote explains this position at page 19 lines 11-22.  His argument is that 1 

supplemental cash payments to retired former highly compensated employees provides 2 

the same benefit to utility’s current construction projects as the services provided by 3 

current utility employees who provide current benefit to these projects. 4 

Q. Is this a reasonable argument? 5 

A. No, it is not reasonable at all. This argument is contrary to current generally accepted 6 

accounting principles (GAAP) theory and is simply not sound ratemaking. 7 

Q. Are you aware of any specific GAAP that provides general guidance on 8 

capitalization policies for self-constructed assets for an entity’s own use, such as 9 

utility construction plant projects? 10 

A. Yes.  FASB Accounting Standards Codification (“ASC”) is the source of authoritative 11 

generally GAAP recognized by the FASB to be applied to nongovernmental entities. 12 

FASB’s ASC 360-10 ASC 360, Property, Plant, and Equipment, provides guidance on 13 

accounting for property, plant, and equipment.   14 

 ASC 360-10 states that: 15 

The basis of accounting for depreciable fixed assets is cost, and all 16 
normal expenditures of readying an asset for use are capitalized.  17 
However, unnecessary expenditures that do not add to the utility of 18 
the asset are charged to expense. 19 
 20 

Q. Are the services provided by current utility employees necessary to ready utility 21 

construction projects for use in providing utility service? 22 

A. Yes, they are, and therefore the costs of these services should be capitalized to the 23 
construction project. 24 

Q. Are the services provided by retired former utility employees necessary to ready 25 

utility construction projects for use in providing utility service? 26 
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A. No, they are not.  Therefore the current expenses for these past services should not be 1 

capitalized to current construction projects.  This was the policy adopted by both Staff 2 

and GMO in recent cases that, without any reasonable explanation from either party, was 3 

suddenly abandoned in this rate case.  4 

Q. Has there been very recent discussions by the Financial Accounting Standards 5 

Board on this very issue -  capitalization of pension costs? 6 

A. Yes.  On January 26, 2016 the FASB recently issued and Exposure Draft titled Proposed 7 

Accounting Standards Update, Compensation—Retirement Benefits (Topic 715): 8 

Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement 9 

Benefit Cost (the “ED”).  One of the questions for respondents proposed by the FASB 10 

was: 11 

FASB Questions for Respondents 12 
 13 
Question 1: Should the service cost component be reported in the 14 
income statement apart from the other components of net benefit 15 
cost as defined in paragraphs 715-30-35-4 and 715-60-35-9 and be 16 
the only component eligible to be capitalized in assets? Why or 17 
why not? 18 
 19 

 PricewaterhouseCoopers LLP’s (“PwC”) is a large international accounting firm.  20 

In its Appendix 1 to PwC’s April 26, 2016 letter to the FASB responding to this ED, PwC 21 

expressed its agreement that capitalizing only the service cost component of pension 22 

expense is a reasonable interpretation of current generally accepted accounting principles 23 

on cost capitalization: 24 

We can understand a view that includes service cost as the only 25 
component eligible for capitalization in the cost of assets. Even if 26 
service cost is not presented separately in the income statement, we 27 
believe that a reasonable interpretation of the cost capitalization 28 
guidance in ASC 330 and ASC 360 could nonetheless be limited to 29 
the service cost component of net benefit cost.  30 
 31 
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Asset capitalization guidance is not explicit as to the types of costs 1 
to include; the principle is the expenditures and charges incurred in 2 
bringing an article to its existing condition and location through 3 
current production (ASC 330-10-30-1) or the costs incurred to 4 
bring an asset to the condition and location necessary for its 5 
intended use (ASC 360-10-30-1).  6 
 7 
On balance, given the relatively broad principles-based cost 8 
capitalization guidance in ASC 330, Inventory, ASC 350-40, 9 
Internal use software, and ASC 360, Property, Plant and 10 
Equipment, we would be supportive of providing entities an 11 
accounting policy election to capitalize only the service cost 12 
component of net periodic benefit cost.[Comment Letter No. 22 13 
File Reference No. 2016-200, April 25, 2016 14 
PricewaterhouseCoopers LLP letter to FASB] 15 
 16 
 17 

Q. How did Ernst & Young LLP (“EY”), another large accounting firm respond to the 18 

FASB’s ED? 19 

A. My understanding of EY’s letter to the FASB supported the position that only employee 20 

service costs rendered in the current period should be capitalized to construction projects 21 

of the current period.  Payments to former retirees for past services do not meet this 22 

standard: 23 

We support the FASB’s objective to improve the reporting of net 24 
periodic pension cost and net periodic postretirement benefit cost 25 
(net benefit cost) in the financial statements. We agree that only 26 
the service cost component of net benefit cost should be eligible 27 
for capitalization in assets because this component is directly 28 
attributable to employee services rendered in the current period. 29 
[EY April 25, 2016 letter to FASB-  Proposed Accounting 30 
Standards Update, Compensation — Retirement Benefits (Topic 31 
715): Improving the Presentation of Net Periodic Pension Cost and 32 
Net Periodic Postretirement Benefit Cost (File Reference No. 33 
2016-200)] (Emphasis added).  34 
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Q. Earlier you stated that Mr. Klote’s argument that payments to retirees in the form 1 

of GMO’s SERP should be charged to current construction projects is contrary to 2 

GAAP theory and is not sound ratemaking.  You have explained why GMO’s 3 

position in contrary to GAAP theory.  Please explain why it is also bad ratemaking. 4 

A. Not all expenses are capitalized to construction projects.  Only expenses that provide 5 

value or benefit to the construction project should be charged to that project.  For 6 

example, the cost of paying a SERP retiree in 2016 for utility services performed in 2005 7 

should not be charged to a construction project underway in 2016.  That project and the 8 

service provided to ratepayers from that current construction project benefits in no way 9 

from the payment to that SERP retiree for service rendered 10 years ago.   10 

 In addition to this basic ratemaking principle, another regulatory principle that has been 11 

recognized by this Commission is referred to as “intergenerational equity.”  This is a 12 

regulatory term used to describe the ratemaking principle that customer rates should be 13 

set to reflect an appropriate share of costs for the benefits received.   14 

 This ratemaking principle has often been associated with depreciation ratemaking and 15 

requires that the generation of customers for whom a particular asset was used to provide 16 

service should be the generation from whom the costs of removing that asset is collected. 17 

However, the ratemaking principle of intergenerational equity also applies to SERP 18 

ratemaking.   19 

 SERP cash payments are made to former employees for the service that was provided 20 

during the employment of these former employees, sometimes, many years ago. While 21 

SERP payments are a retiree compensation expense that must be reflected in the income 22 

statement as an expense. Under cash accounting (or pay-as-you-go accounting), that is 23 

the nature of the transaction and some intergenerational equity concerns are inevitable.   24 
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 However, the issue is made worse by accounting treatment that is designed to charge 1 

ratepayers many years in the future (over the life of long-lived utility assets) for the 2 

employee service provided by utility employees that provided no value to the 3 

construction of that utility plant.  4 

Q. How should the Commission address this issue? 5 

A. The Commission should adopt a position that was a former Staff position and a former 6 

GMO position that SERP expenses should not be capitalized to current construction 7 

projects for the reasons cited above.  The Commission should base this decision based on 8 

good accounting methods reflected in GAAP and supported by the FASB and major 9 

accounting firms.  The Commission should also base its decision on this issue on the 10 

ratemaking equity considerations discussed above. 11 

Q. Does GMO address a second SERP issue in its rebuttal testimony? 12 

A. Yes.  GMO witness Klote takes issue with OPC’s position on not reflecting costs for 13 

services that never provided any benefit to GMO’s ratepayers in GMO’s cost of service 14 

in this case.  This issue is discussed below. 15 

KCPL SERP Charges to GMO Customers 16 

Q. Describe the issue between OPC and GMO related to the allocation to GMO for 17 

former KCPL executives. 18 

A. GMO was acquired by Great Plains Energy (“GPE”), KCPL and GMO’s parent company 19 

in July 2008. Prior to July 2008, GMO was named Aquila, Inc. and had no relationship 20 

with GPE or KCPL.   21 

 In this case, Mr. Klote proposes to charge GMO customers for SERP payments KCPL 22 

currently makes to KCPL’s retired former executives.  Many if not all of these KCPL 23 

retired executives were not employed by KCPL at or subsequent to July 2008 and could 24 
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not have provided any benefits to GMO’s utility operations.  That fact, however, does not 1 

matter to Mr. Klote.  He believes that GMO’s customers should pay a portion of KCPL’s 2 

SERP expense for which GMO’s customers never have, nor ever will, receive any benefit 3 

from the service provided by these former KCPL employees. 4 

Q. What argument does Mr. Klote make to support GMO’s customers paying for 5 

employee services of which they never received any benefit? 6 

A. At page 20 lines 4 through 13 Mr. Klote merely states that SERP is a “common corporate 7 

cost”.  He says that not charging GMO customers for benefits they did not receive created 8 

a complexity that is not necessary.  He then goes on to state that the SERP program 9 

benefits both utilities. 10 

Q. Does this argument make any sense to you? 11 

A. No it does not make any sense because it is totally devoid of any substance.  I would ask 12 

how not charging GMO ratepayers for costs that provided them no benefit adds 13 

complexity.  What complexity?  What is made more complex?  To me, charging GMO 14 

customers for costs that actually provided them with a benefit adds simplicity, clarity and 15 

equity to GMO’s ratemaking process. OPC’s position adds to the simplicity and 16 

transparency of GMO’s SERP accounting.  Trying to account for costs and then allocate 17 

these costs on a sound, logical basis is very complex if the costs are allocated to a cost 18 

center that was unrelated to the creation of the cost.  That accounting would be complex. 19 

 Mr. Klote’s argument that KCPL and GMO’s SERP are one SERP that benefits both 20 

utilities is just not based on facts.  This would be the same as saying that KCPL’s 21 

nonregulated payroll costs should be allocated to regulated utility customers because the 22 

overall payroll system also provides benefits to regulated employees.  That position by 23 

Mr. Klote is unsupportable from reasonable person basis and reflects a serious struggle 24 

on the part of GMO to justify this ratemaking proposal.  25 



SurrebuttalTestimony of   
Charles R. Hyneman  
Case No. ER-2016-0156 

50 

Q. By his discussion of “complexity” does Mr. Klote attempt to mislead the 1 

Commission? 2 

A. Yes, there is no doubt that he does.  As noted, not charging GMO customers for 3 

payments KCPL makes to former and retired KCPL employees makes GMO’s SERP 4 

less, not more complex.  It makes GMO’s SERP easier and simpler to mange, not harder 5 

and more complex.  These are just the facts.   6 

 To takes these facts, twist them and try to put the blame of  a nonexistent “added 7 

complexity” on the backs of the Commission if it rules correctly on this issue is 8 

misleading the Commission.  His statement that “If the Commission…..wants to create 9 

this complexity into the SERP calculation……” is not appropriate.  The Commission did 10 

not create this “complex” SERP ratemaking schedule, GMO did.  GMO needs to take 11 

responsibility for this “complex” SERP scheme and not try to pass any blame for what it 12 

created on the backs of the Commission. 13 

Severance Payments 14 

Q. At pages 38 and 39 Mr. Klote addresses the issue of severance payments and states 15 

that OPC removed two severance payments that were paid during 2014 and 2015.  16 

Is Mr. Klote correct concerning this OPC adjustment? 17 

A. No, he is not. OPC made no adjustment related to GMO’s severance payments.  As I 18 

noted in my direct testimony, no charges to a severance resource code was found in 19 

GMO’s test year income statement.  GMO, however, did state in response to Staff Data 20 

Request No. 125 (“DR 125”) that it made severance payments in 2014 and 2015.  As I 21 

noted in my direct testimony, if all of the severance payments listed in DR 125 were 22 

charged to KCPL and not GMO, then OPC is not proposing an adjustment in this rate 23 

case.   24 
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 In his rebuttal testimony, Mr. Klote confirms that GMO did not include severance 1 

payments in its test year income statement either as a direct charge or an adjustment and 2 

therefore was not seeking recovery of severance payments in this rate case.  Since GMO 3 

is not seeking recovery by including severance costs in its test year general ledger 4 

expense accounts, OPC is not proposing any adjustment to these accounts for severance. 5 

Q. In your opinion, why has Mr. Klote testified in support of rate recovery of severance 6 

payments even though it is not an issue in this case?   7 

A. The Commission has historically not allowed rate recovery of severance payments.  I 8 

believe Mr. Klote’s testimony is directed at this policy rather than something OPC has 9 

specifically offered testimony.  10 

Q. What are the two primary reasons why severance payments should not be reflected 11 

in a utility’s cost of service? 12 

A. The first reason is that severance payments are often recovered by the utility through 13 

regulatory lag in amounts significantly in excess of the payment. I addressed this point in 14 

my direct testimony and Mr. Klote did not refute the factual nature of this reason not to 15 

allow rate recovery, or more correctly double and triple rate recovery, of severance 16 

payments. 17 

The second reason not to allow rate recovery of severance payments is that severance 18 

payments are designed primarily, if not solely, to protect utility management and utility 19 

shareholders.  20 

Severance agreements typically required to be signed by the severed employee contains 21 

language designed to protect utility management, utility directors and utility shareholders 22 

from potential litigation and embarrassment.  This is the consideration received by the 23 

utility in return for the severance payments provided to the former utility employee. Since 24 

the primary purpose of these expenses is to secure the former employee does not speak or 25 
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act ill of the utility and its management, the cost of securing these types of commitments 1 

from severed employees should be borne by shareholders and not ratepayers. 2 

If the purpose of the severance agreement is to prevent the employee from disclosing 3 

potential illegal acts or otherwise improper actions by utility management, this also does 4 

not reach the level of a ratepayer benefit.  In fact, it could be a ratepayer detriment if this 5 

“forced silence” on the part of the severed utility employee of potentially illegal or 6 

improper management actions is allowed to continue as a result of the utility-employee 7 

severance agreement.  In my experience, the Commission has been particularly sensitive 8 

to this aspect of severance payments in a past KCPL rate case. 9 

Q. Does Mr. Klote adequately describe reasons why ratepayers should bear the cost of 10 

utility employee severance payments? 11 

A. No.  Mr. Klote does not address the issue of double recovery of severance payments.  He 12 

also does not address the Commission’s concerns with charging ratepayers for severance 13 

agreements that are little more than shareholder and management protections 14 

mechanisms.  He simply states standard verbiage that severance payments are a business 15 

expense that is “necessary” and “recurring”.  He does not explain how the terms of 16 

severance agreements and the payments to severed employees to get them to sign the 17 

agreements benefit ratepayers or why they are necessary to operate the utility. 18 

Q. Could a utility structure a severance payment that would appropriately be included 19 

in a utility’s cost of service? 20 

A. Yes.  If utility employees were severed due to technology advances or other utility 21 

efficiency initiatives, then the cost of the severance payments would be matched with the 22 

recovery of the employee salary and benefit savings.  If the severance payments exceeded 23 

the compensation savings, then it would be appropriate for the utility to seek rate 24 

recovery of the net severance charges.  However, for rate recovery to be allowed, the 25 
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severed employees would not be required to sign any agreements that prevented them 1 

from exercising their rights nor put any restrictions on them from making disparaging 2 

statements about the utility or its management. 3 

Q. Did Mr. Klote raise the issue of accounting for rate base prepayments in his rebuttal 4 

testimony? 5 

A. Yes, he did.  Mr. Klote attempts to justify GMO’s improper accounting of its PSC 6 

Assessment as a rate base prepayment. I address this issue below. 7 

Prepayments 8 

Q. What are prepayments and why are they included in GMO’s rate base? 9 

A. Prepayments relate to items that the Company “prepaid” so that the services required will 10 

be available during the normal course of the utility’s operations.  Prepayments are booked 11 

to FERC asset account No. 165.  FERC Account 165 includes amounts representing 12 

prepayments of insurance, rents, taxes, interest and miscellaneous items 13 

Q. Does USOA General Instruction 11 define the types of utility prepayments that 14 

should be charged to Account 165 Prepayments? 15 

A. Yes.  16 

General Instruction 17 
11. Accounting to be on Accrual Basis. 18 
A. The utility is required to keep its accounts on the accrual basis. 19 
This requires the inclusion in its accounts of all known transactions 20 
of appreciable amount which affect the accounts. If bills covering 21 
such transactions have not been received or rendered, the amounts 22 
shall be estimated and appropriate adjustments made when the bills 23 
are received. 24 
 25 
B. When payments are made in advance for items such as 26 
insurance, rents, taxes or interest the amount applicable to future 27 
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periods shall be charged to account 165, Prepayments, and spread 1 
over the periods to which applicable by credits to account 165, and 2 
charges to the accounts appropriate for the expenditure. 3 
 4 

Q. FERC USOA General Instruction No. 11 lists four types of utility prepayments.  5 

They are insurance, rents, taxes, or interest.  Does GMO’s PSC Assessment fits into 6 

any of these categories? 7 

A. No. 8 

Q. Does FERC in account 165 define the types of utility prepayments that should be 9 

charged to account 165 Prepayments? 10 

A. Yes. See the FERC definition of account 165 below: 11 

165 Prepayments.  12 
This account shall include amounts representing prepayments of 13 
insurance, rents, taxes, interest and miscellaneous items, and shall 14 
be kept or supported in such manner as to disclose the amount of 15 
each class of prepayment. 16 
 17 

Q. Does FERC’s own definition of account 165 Prepayments include any mention of 18 

PSC assessments? 19 

A. No. 20 

Q. At page 3 line 26 Mr. Klote states that GMO considers its PSC assessment to be a 21 

“miscellaneous item” and therefore meets the definition of Account 165.  Is this a 22 

good argument? 23 

A. It could be a good argument if the FERC did not include direct and explicit instructions 24 

on how to account for PSC assessments in its USOA. However because the FERC does 25 

provide this, Mr. Klote makes a very weak argument on this accounting. 26 
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 FERC does give explicit instructions that the PSC assessment, if it is to be paid over 1 

future periods, must be debited to asset account 186 Miscellaneous Deferred Debits and 2 

amortized over the payment period to FERC expense account 928. 3 

 Mr. Klote’s argument could also have some merit if a PSC assessment was a 4 

“miscellaneous item” as he suggests.  But it is not.  It cannot be a miscellaneous item 5 

because the accounting for this item is defined and proscribed in the FERC USOA.  This 6 

fact shows that GMO’s classification of a PSC assessment as a “miscellaneous item” has 7 

no merit. 8 

Q. Does FERC in account 928 state the required utility accounting for PSC 9 

assessment? 10 

A. Yes.  FERC states that if you have a regulatory commission expense that is to be spread 11 

over future periods, as GMO does, then the appropriate asset account to charge the 12 

unamortized portion of the payment is FERC account 186, Miscellaneous Deferred 13 

Debits and not FERC account 165 Prepayments.  This is a clear accounting order of the 14 

FERC.  It is not ambiguous. 15 

 FERC account 928 states explicitly without any ambiguity that PSC Assessments will be 16 

charged to account 186.  If FERC believed PSC Assessments should be charged to 17 

account 165, it would not have required them to be charged to account 186.  It really is as 18 

simple as that. 19 

Q. At page 3 Mr. Klote states that “I don’t believe that the definition of FERC account 20 

186 is the proper account to record the PSC Assessment payments.”  Is it important 21 

for Mr. Klote to agree to this accounting? 22 

A. No, it is not important at all.  It is not relevant to this issue at all if Mr. Klote agrees with 23 

FERC in FERC’s requirements for the accounting of the PSC Assessment.  The only 24 

thing that is relevant is that Mr. Klote complies with the Commission rule that requires 25 
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compliance with the FERC USOA.  Under the Commission’s FERC USOA rule, GMO 1 

may seek Commission approval for a waiver of this requirement.  GMO should either 2 

correct its accounting or seek a Commission waiver from the FERC USOA on this 3 

required accounting.   4 

Q. At page 4 Mr. Klote states that “The prepaid PSC Assessment charges are not costs 5 

that are deferred in a particular regulatory docket that are spread over future 6 

periods that are longer than one year.”  Does the FERC in describing how utilities 7 

are to account for the PSC assessment discusses regulatory dockets or future 8 

periods longer than one year? 9 

A. No.  I do not see the relevance of this argument nor does Mr. Klote provide any 10 

indications how this statement is supportive of his position or relevant to this issue. 11 

Q. At page 4 Mr. Klote states that “Further the definition of Account 186 for major 12 

utilities states, “This account must include all debits not provided for elsewhere, 13 

such as miscellaneous work in progress, and unusual or extraordinary expenses, not 14 

included in other accounts, that are in process of amortization and items the proper 15 

final disposition of which is uncertain.”  Based on this account description he argues 16 

that the PSC Assessment does not fall into any of these definitions. Please comment. 17 

A. The correct definition of account 186 for Major utilities is shown below.  Even if the 18 

FERC did not give explicit direction for utilities to charge PSC assessments to account 19 

186 in its description of account 928 (which it does), Mr. Klote’s argument here is weak.   20 

 In examples of the types of charges to record to account 186, FERC uses the term “such 21 

as”.  I don’t believe anyone who reads the term “such as” would conclude that this means 22 

an all inclusive list of the types of charges to be charged to this account. 23 

 In account 928, FERC states that “Amounts of regulatory commission expenses which by 24 

approval or direction of the Commission are to be spread over future periods shall be 25 
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charged to account 186, Miscellaneous Deferred Debits, and amortized by charges to this 1 

account.” It is difficult to understand why GMO does not understand this very clear 2 

accounting direction by FERC. 3 

 186 Miscellaneous deferred debits.  4 
 5 

A. For Major utilities, this account shall include all debits not 6 
elsewhere provided for, such as miscellaneous work in 7 
progress, and unusual or extraordinary expenses, not 8 
included in other accounts, which are in process of 9 
amortization and items the proper final disposition of which 10 
is uncertain. 11 
 12 

Q. At page 5 Mr. Klote referenced a text on utility ratemaking to support his 13 

interpretation of the FERC USOA Please comment. 14 

A. I do not believe this source referenced by Mr. Klote addresses FERC’s required 15 

accounting for PSC assessment.  GMO’s compliance with FERC’s USOA on PSC 16 

assessments is the only issue I addressed in my testimony. 17 

Q. If GMO actually complied with FERC’s explicit in structions and charged its PSC 18 

assessment to account 186 (asset) and 918 (expense), could GMO get rate base 19 

ratemaking treatment of this expense? 20 

A. Yes.  GMO could propose a line item in its Cash Working Capital rate base calculation to 21 

account for the cash impact of making quarterly payments of it PSC assessment.  This 22 

ratemaking treatment of the PSC assessment would be consistent with the USOA. 23 

Q. At page 4 Mr. Klote takes the position that because its outside auditor has not 24 

addressed this issue in its audit report this is evidence that GMO is accounting for 25 

prepayments correctly.  Please comment. 26 

A. Absence of a comment in an audit report about a relatively minor accounting issue is not 27 

evidence that GMO is accounting for its PSC assessment correctly.  What would be 28 
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evidence to support GMO’s position is if GMO obtain a letter, memo or email signed by 1 

its outside auditor Deloitte and Touché LLP (“Deloitte”) affirming GMO’s position.   2 

 This letter should state that Deloitte has read FERC USOA General Instruction 11, 3 

Account 165, 928 and 186 definitions in the FERC USOA, and that Deloitte agrees that 4 

the FERC account 926 language requiring PSC assessments to be charged to account 186 5 

is not required accounting under the FERC USOA.  Deloitte should also explain its 6 

reasons for its position. 7 

Q. Did OPC submit a data request asking for a meeting with Deloitte on this issue? 8 

A. Yes.  On August 19, 2016, OPC submitted the following data request to GMO.  On 9 

September 1, 2016, GMO provided a response to this data request and OPC and GMO 10 

are currently arranging for a meeting.  This accounting issue may be resolved as a result 11 

of this meeting between OPC and Deloitte: 12 

1039. Reference Ron Klote’s rebuttal testimony at pages 4 and 5 13 
where he indicates Deloitte & Touche LLP (“Deloitte”) supports 14 
GMO’s position on the appropriate accounting under the USOA of 15 
GMO’s Prepayments. Please arrange for a meeting between OPC 16 
and Deloitte where the issue of Deloitte’s position on this 17 
accounting issue, as presented in Mr. Klote’s testimony in this rate 18 
case, can be discussed. 19 
 20 
 21 

Q. If GMO can provide this documentation from Deloitte, would this likely resolve this 22 

issue? 23 

A. Yes, as long as the basis for Deloitte’s position is reasonable. However, if GMO will not 24 

provide this documentation, the Commission should consider this fact in its deliberation 25 

on this issue.  26 

Q. Please summarize OPC’s position on the correct FERC USOA accounting for the 27 

PSC assessment? 28 
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A. The unamortized balance of the PSC assessment is required by the FERC USOA to be 1 

recorded in FERC asset account 186, Miscellaneous Deferred Debits. FERC’s description 2 

of Account 928 in its USOA is reflected below.  I do not believe the required accounting 3 

for GMO’s PSC assessment can be more clearly articulated than how FERC articulates 4 

this requirement in its Account 928 definition: 5 

928 Regulatory commission expenses.  6 
 7 
A. This account shall include all expenses (except pay of regular 8 

employees only incidentally engaged in such work) properly 9 
includible in utility operating expenses, incurred by the utility 10 
in connection with formal cases before regulatory 11 
commissions, or other regulatory bodies, or cases in which 12 
such a body is a party, including payments made to a 13 
regulatory commission for fees assessed against the utility for 14 
pay and expenses of such commission, its officers, agents, and 15 
employees, and also including payments made to the United 16 
States for the administration of the Federal Power Act.  17 
 18 

B.  Amounts of regulatory commission expenses which by 19 
approval or direction of the Commission are to be spread over 20 
future periods shall be charged to account 186, Miscellaneous 21 
Deferred Debits, and amortized by charges to this account. 22 
(Emphasis added). 23 

 24 

KCPL and GMO Expense Account Adjustment 25 

Q. Before describing this adjustment, please explain the relationship between KCPL 26 

and GMO as it relates to management expense reports. 27 

A. GMO has no employees and no management.  All of GMO’s operations are run by KCPL 28 

employees.  It is KCPL management who incurs expense account charges and either 29 

direct charges or allocates a portion of these expenses to GMO.  Also, GMO has no 30 

policies and procedures.  Since only KCPL has employees all policies and procedures 31 
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that related to employee activities only apply to KCPL.  As it relates to this section of my 1 

surrebuttal testimony, the entities KCPL and GMO should be considered one entity. 2 

Q. As you respond to GMO’s criticisms of OPC’s adjustment that was made to protect 3 

the public from KCPL’s excessive expense account spending, what is the real source 4 

of this issue that has allowed KCPL’s expense account spending to be an issue in 5 

rate case after rate case for the past 10 years? 6 

A. The real source of the problem is not KCPL’s expense account policies and procedures.  7 

While they are vague and too general in nature, they can be sufficient if there was not an 8 

embedded problem with KCPL’s corporate culture of entitlement.  KCPL management 9 

does not believe they should be held to any standards when it comes to incurring expense 10 

report charges. They believe they are entitled to spend whatever they desire to spend.   11 

In a past regulatory proceeding, Case No. EA-2015-0146, Commissioner Rupp when 12 

questioning an Ameren witness said that corporate culture is defined by “the behavior the 13 

leadership is willing to tolerate.”  I believe that is absolutely correct. The behavior that 14 

KCPL management engages in, never mind is willing to tolerate, reflects its corporate 15 

culture of entitlement.   16 

Q. Mr. Klote describes at page 23 how you calculated OPC’s proposed GMO Expense 17 

Account adjustment.  Does he accurately describe the calculation OPC’s 18 

adjustment? 19 

A. Yes.  Based on my review of a sample of KCPL officer expense reports, I determined that 20 

a conservative, yet reasonable, dollar amount of average excessive charges per monthly 21 

KCPL management monthly expense report is $150.  Multiplying this monthly amount 22 

time the twelve months of expense account charges in the test year is $1,800.  I then 23 

multiplied this average monthly excess charge of $1,800 times KCPL’s 1,100 24 

management employees, which resulted in a total amount of $1.98 million.  Applying 25 



SurrebuttalTestimony of   
Charles R. Hyneman  
Case No. ER-2016-0156 

61 

KCPL allocation to GMO of 30% results in an OPC adjustment of a reduction of 1 

$594,000 to GMO’s FERC account 921 test year amount. 2 

Q. Did Mr. Klote propose an adjustment in his direct testimony to remove certain 3 

GMO employee expense account charges? 4 

A. Yes he did. 5 

Q. At page 24 line 6 of Mr. Klote describes new “enhanced practices” related to 6 

GMO’s expense report reimbursements.  What caused these so-called enhanced 7 

practices? 8 

A. Pursuant to paragraph G of the July 1, 2015 Partial Non-Unanimous Stipulation and 9 

Agreement as to Certain Issues in KCPL’s 2014 rate case (ER-2014-0370), KCPL 10 

provided a copy of its changes to its expense report procedures. This document is 11 

attached as Schedule CRH-S-1 to this testimony.  In addition to adding controls on 12 

appropriate accounting for expense account reimbursements, KCPL also added the 13 

following controls: 14 

Officer Expenses-The general ledger default account for all officers has 15 
been set to below-the-line non-utility accounts.  In order for an officer 16 
expense to be recorded to an operating utility account, the officer or 17 
administrative assistant must positively enter an operating utility account 18 
code to override this default coding. 19 
 20 
Additional Review of Transactions- The Wells Fargo company credit card 21 
program administrator is reviewing various samples of company credit card 22 
business transactions each month to ensure company credit card policy 23 
compliance as well as accurate accounting code block coding is followed.  24 

 25 

Q. Should these changes that came out of KCPL’s last rate case somewhat improve 26 

KCPL’s expense account procedures? 27 
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A. I have seen no improvements but I am hopeful these changes will lead to at least some 1 

improvement.  These new expense account procedures should improve KCPL’s expense 2 

report process by adding more review and reducing the number of account coding errors.  3 

However, none of the new procedures affect the major problem with KCPL’s expense 4 

account policies and procedures which is excessive, imprudent and unreasonable 5 

spending by KCPL management.   6 

As long as KCPL management refuses to place serious restrictions on the number of local 7 

meals charged by management as well as the excessive costs of its meals and travel 8 

expenses, these new controls will add only minimal improvements to the process. 9 

Q. Mr. Klote expresses concern over your imputation of a dollar amount of excessive 10 

expense report charges based on a sample of KCPL management to all of KCPL 11 

management.  Please comment on Mr. Klote’s concern. 12 

A. Mr. Klote states the following at page 24 line 17: 13 

Secondly, the simple insinuation that every management employee on a 14 
monthly basis turns in an expense report that is contrary to the companies 15 
expense reimbursement policy is simply outlandish and should not be given 16 
any attention by this Commission. 17 
 18 

This statement by Mr. Klote that I made any such insinuation is factually incorrect.  In 19 

my direct testimony, I made no insinuation that any KCPL management employee’s 20 

expense report was contrary to KCPL’s expense reimbursement policy.  21 

The real problem is that KCPL’s expense reimbursement policy exists only on paper and 22 

appears to be intentionally written to be vague and unenforceable.  The policy uses terms 23 

like “reasonable” without defining what “reasonable” means or providing any guidance 24 

or limitations on what is a reasonable expense report charge.  With KCPL, “reasonable” 25 

is a standard with no boundaries and KCPL management takes full advantage of this lack 26 

of real standards. 27 
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For example, in November 2015 five KCPL officers dined at a restaurant in Hollywood, 1 

Florida.  The total bill for this one meal was $1,203.  This is an average per meal charge 2 

of $240. OPC asserts $240 for a travel meal is not reasonable. However, the leadership of 3 

KCPL management believes it is.  This one example shows that the term “reasonable’ in 4 

KCPL’s expense account policies has no meaning.  5 

The KCPL officers who incurred $240 each for one travel meal are the same officers who 6 

create and enforce KCPL’s expense report reimbursement policies. These are the same 7 

individuals who wrote and enforce the policy that to be reimbursed, employee meal 8 

expenses must be “reasonable”.  9 

KCPL’s senior management who validate one single employee travel meal that cost $240 10 

as allowable under their standard of reasonableness sets and defines the acceptable 11 

standard for a per meal cost.  KCPL’s senior management publishes this new standard to 12 

all of KCPL management by reimbursing themselves for this charge.     13 

Q. Did you review each and every expense report for each and every KCPL or GMO 14 

management employee? 15 

A. No, I did not.  Such a review would not be possible or prudent use of resources. 16 

Q. Why would such a review not be possible or prudent? 17 

A. There is not sufficient time in this rate case audit period for OPC to audit the thousands 18 

of individual expense accounts for KCPL’s approximately 1,100 management employees. 19 

Due only to past excessive spending by KCPL management, OPC spent a significant 20 

number of audit hours on this specific audit area as it is.  21 

The only way to reasonably and effectively audit this scope of work (management 22 

expense reports) is to perform an audit of a number of employee expense reports and 23 

reach conclusions about the potential dollar amount of excessive charges that are 24 
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embedded in GMO’s books and records.  This process is referred to as audit sampling.  1 

My conclusion, based on audit sampling techniques, is that this amount is approximately 2 

$594,000 for GMO in this rate case’s test year. This is the amount of an adjustment that 3 

is necessary to protect GMO ratepayers from the inappropriate and excessive expense 4 

report charges from its utility company. 5 

Q. Do you believe Mr. Klote is aware of audit sampling techniques? 6 

A. Yes.  According to his direct testimony, Mr. Klote is a certified public accountant 7 

(“CPA”) and has worked for CPA firms in the past performing audits of financial 8 

statements.  Mr.  Klote has either used audit sampling techniques in his work with a CPA 9 

firm or, at a minimum, he developed an understanding of audit sampling techniques 10 

through his accounting education. 11 

Q. What is audit sampling? 12 

A. Audit sampling is a primary audit procedure used by professional auditors.  Auditing 13 

Standard (“AS”) 2315 defines audit sampling as “the application of an audit procedure to 14 

less than 100 percent of the items within an account balance or class of transactions for 15 

the purpose of evaluating some characteristic of the balance or class.”   16 

Q. Did you use audit sampling to arrive at OPC’s adjustment to GMO’s management 17 

expense report charges? 18 

A. Yes, I did.  I performed a selective audit sample of GMO’s expense reports by reviewing 19 

the expense reports of KCPL’s officers and executives.  The purpose of using a sample is 20 

to evaluate a reasonable overall level of excessive expense report reimbursements booked 21 

to GMO’s test year cost of service. 22 

Q. Did Mr. Klote review each and every KCPL employee expense report submitted in 23 

the test year? 24 
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A. No, he did not indicate in his testimony his audit scope but, based on past practice, I am 1 

confident it was restricted to KCPL officers as well. 2 

Q. Did Mr. Klote review only a limited number of KCPL employee expense report 3 

charges? 4 

A. Yes.  He reviewed only a very limited number of employee expense reports and proposed 5 

a removal of only a small amount of employee expense account charges. 6 

Q. Would you say your audit findings based on the use of audit sampling techniques is 7 

more reliable that Mr. Klote’s audit findings based on his limited scope that ignored 8 

thousands of other KCPL management expense reports?  9 

A. There is no question my audit results, findings, and conclusions are significantly more 10 

reliable than those of Mr. Klote.  My findings were based audit sampling techniques as 11 

used in generally accepted auditing standards.  By not using sampling techniques for this 12 

type of adjustment, Mr. Klote potentially overlooked millions of dollars in excessive 13 

expense report charges.   14 

Mr. Klote’s immaterial dollar adjustment assumes that each and every KCPL 15 

management employee whose expense reports he did not review had no inappropriate, 16 

excessive, or imprudent charges in the test year.  That audit assumption would not be 17 

accepted by any professional auditor but would be viewed with derision.   18 

Q. Please describe more fully what OPC’s proposed GMO expense account adjustment 19 

purports to represent? 20 

A. This adjustment purports to represent a reasonable calculation of KCPL’s excessive 21 

expense account charges that KCPL allocated to GMO in GMO’s test year books and 22 

records. 23 
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OPC reviewed and analyzed in great detail approximately 120 individual employee 1 

expense reports.  The group of employees selected by OPC was the very same group of 2 

KCPL officer expense reports reviewed by Mr. Klote.   3 

From its review, OPC determined that, on average, excessive charges for these specific 4 

employees were approximately $150 per month.  From this determination, OPC imputed 5 

this average dollar amount of excessive charges to all KCPL management employees.   6 

Q. What was your basis and rationale for imputing the results of your sample to all 7 

KCPL management employees? 8 

A. This imputation was based on the assumption that, since all KCPL management 9 

employees operate under the exact same expense report policies and procedures as KCPL 10 

officers and executives (my sample group), all of KCPL management employees would 11 

likely have similar expense report charges with no restrictions on the dollar amounts of 12 

expenses incurred.   13 

KCPL has no reason, regulation, policy, or internal control that would treat different 14 

levels of managerial/executive expense reports differently.  Therefore, my assumption 15 

that similar expense account charges will be incurred throughout KCPL management is 16 

reasonable. 17 

Q. Please provide one simple example of why that assumption is reasonable. 18 

A. If a senior KCPL manager determined their $200 meal was reasonable and sought 19 

reimbursement, it would be difficult for this same manager to deny reimbursement of a 20 

$200 meal for a subordinate.  This is why the concept of “tone at the top” is critical.  21 

Lower level management will tend to act in a way that senior management acts.  If senior 22 

management acts imprudently or stretches the limits of what a reasonable costs is, then 23 

junior management will follow this lead.  Conversely if senior management set an 24 

appropriate tone at the top, one that expresses excessive expense report charges will not 25 
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be tolerated, then that will be the likely result throughout the organization.  The problem 1 

is that for at least 10 years, KCPL’s senior management has acted imprudently when it 2 

comes to managing KCPL’s expense report process. 3 

Q. Is the statement made by Mr. Klote at page 24 line 20 through page 25 line 2 4 

concerning your direct testimony a true statement? 5 

A. No.  Mr. Klote has a habit of finding “insinuations” in my direct testimony that are not 6 

there. If Mr. Klote believes such an insinuation was made, he should point to the specific 7 

area of my direct testimony to which he refers.  He does not do that because he cannot do 8 

that.  Mr. Klote states the following at page 24 line 20: 9 

In addition, Mr. Hyneman is insinuating that every supervisor of all 10 
management employees who are requesting expense reimbursement is 11 
approving an expense reimbursement that is contrary to GMO’s corporate 12 
expense reimbursement policy which provides that employees will be 13 
reimbursed for all reasonable, legitimate and properly documented business 14 
expenses made in accordance with KCPL-E201 and any other applicable 15 
policy. 16 
 17 

As noted above, KCPL uses terms like “reasonable” and “legitimate” as criteria to 18 

approve an expense that is requested for reimbursement.  KCPL has determined that a 19 

reimbursement for a $240 meal is “reasonable and legitimate” in accordance with its 20 

policies.  My point is that KCPL and GMO have no effective expense reimbursement 21 

policies or any internal controls over what KCPL management will reimburse as a 22 

“reasonable” and “legitimate” expense.   23 

The problem is not that all KCPL managers are violating an expense report policy; the 24 

problem is KCPL has no effective and legitimate expense report policy to violate.  With 25 

KCPL, any and all charges fall within the scope of allowable expenses under the expense 26 

report policy.   There are currently no meaningful standards for any expense 27 

reimbursement that applies to KCPL employees and there has not been since KCPL’s 28 

2006 rate case.  29 
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Q. Have you reached a conclusion after ten years of auditing KCPL’s employee 1 

expense accounts that KCPL’s corporate culture as to expense account charges is to 2 

spend ratepayer funds imprudently, excessively, unreasonably, and without any 3 

concern at all about the financial well being of its customers? 4 

A. Yes that is a very accurate description of KCPL’s corporate culture. Attached to this 5 

testimony I have included portions of past Staff testimony over 10 years addressing 6 

KCPL’s imprudent and excessive expense report charges.  These Staff findings in past 7 

KCPL rate cases go back to the 2006 rate case, No. ER-2006-0316, through KCPL’s last 8 

rate case, No. ER-2014-0370. Prior to that, KCPL had not sought a rate increase for 9 

twenty years.   10 

 A review of this prior Staff testimony will reveal the basis of my description of the 11 

flawed nature of KCPL’s deeply embedded corporate culture on this issue. 12 

Q. Would you expect that KCPL’s officer expense reports reviewed by OPC and Mr. 13 

Klote would have less excessive charges than the expense reports of lower ranking 14 

management employees? 15 

A. Yes.  KCPL officers should set the “tone at the top” when it comes to spending.  They are 16 

charged with setting an example of reasonable and prudent spending. One would, in 17 

theory, conclude that KCPL officers would have less excessive charges based on this 18 

leadership responsibility.  Given that expectation, the imputation of an average $150 per 19 

month in excessive charges for KCPL officers should result in a conservative adjustment 20 

as many KCPL management employees may have significantly higher excessive charges. 21 

Q. How many KCPL employees did Mr. Klote review in formulating his expense report 22 

review? 23 

A. My review of his work papers indicates that Mr. Klote reviewed the test year expense 24 

reports of approximately eleven KCPL management employees? 25 
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Q. What dollar amount of inappropriate expense report charges did Mr. Klote find? 1 

A. He proposed an adjustment to remove only $5,456 from GMO’s cost of service in this 2 

case.  The $5,456 is the allocation to GMO of the total KCPL dollar amount of $17,629. 3 

Q. What does Mr. Klote’s employee expense account adjustment purport to represent? 4 

A. His adjustment purports to represent only the exact dollars he found to be questionable 5 

for only approximately 11 KCPL management employees. 6 

Q. Even though he proposes to remove these expenses, does Mr. Klote believe these 7 

specific expenses - listed on Schedule CRH-S-2 - are reasonable, prudent, and 8 

appropriately charged to GMO customers? 9 

A. Yes, he does.  At page 32 line 26 of his direct testimony, Mr. Klote states that these 10 

officer expense report items are ordinary and reasonable business expenses. 11 

Q. Does Mr. Klote’s adjustment really purport to represent that all the other 1,089 12 

KCPL management employees whose expense reports he did not review had no 13 

excessive, imprudent, inappropriate or incorrectly allocated expense report charges 14 

in GMO’s test year? 15 

A. Yes, that is exactly what his adjustment represents. 16 

Q. What is this total dollar amount if Mr. Klote di d not assume that only these eleven 17 

employees and no other KCPL employees had inappropriate expense report 18 

charges? 19 

A. Mr. Klote’s total KCPL dollar amount of $17,629 divided by eleven employees in his 20 

group equals $1,602 of inappropriate charges per reviewed employee.  If you multiply 21 

this $1,602 per employee amount times 1,100 (equal to KCPL management employees) 22 

you calculate $1,762,200.  Multiplying this amount by a 30% GMO allocation factor 23 
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results in an adjustment of $528,660.  This amount is in the ballpark of OPC’s $594,000 1 

GMO expense account adjustment. 2 

Q. Would you say that Mr. Klote’s employee expense report adjustment validates 3 

OPC’s adjustment? 4 

A. Yes, it does.  If Mr. Klote would have applied reasonable audit standards and audit 5 

sampling techniques and imputed the inappropriate charges found in his sample audit to 6 

the whole KCPL management employee population, his results would be remarkably 7 

similar to my results and his audit supports the reliability of OPC’s adjustment. 8 

Q. How do you respond to Mr. Klote's assertion that your adjustment was arbitrary? 9 

A. Mr. Klote has made the same accusation in past KCPL rate cases.  I will respond now the 10 

same way I responded then.  Merriam Webster's online dictionary defines "arbitrary" in 11 

part as "not planned or chosen for a particular reason: not based on reason or evidence: 12 

done without concern for what is fair or right."  If that is what Mr. Klote had in mind 13 

when he characterized this adjustment as arbitrary, then I disagree.    14 

OPC’s adjustment was planned with a reason to protect KCPL's ratepayers from 15 

excessive, imprudent, or inappropriately allocated charges.  The adjustment was based on 16 

OPC’s review and analysis of hundreds of documents related to KCPL's employee 17 

expense report charges.  The adjustment was based on the reliance on my extensive audit 18 

work over s the past 10 years on KCPL's employee expense accounts.  There is nothing 19 

even remotely close to arbitrary associated with OPC’s adjustment. 20 

Q. At page 24 of his rebuttal testimony does Mr. Klote criticize you for not providing 21 

more documentation to support your adjustment? 22 

A. Yes, he does.  Mr. Klote should be aware of the hundreds of expense report documents 23 

on which OPC based its adjustment in this case as he provided the responses to OPC’s 24 
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data requests.  In an attempt to be discreet and not air all of GMO’s “dirty laundry” in 1 

testimony and not associate names with specific activities, OPC decided to limit the 2 

number of documents and the type of information filed with its direct testimony.   3 

However, in his rebuttal testimony, Mr. Klote is calling for more documentation and OPC 4 

is willing to provide such documentation.  Attached to this testimony is a summary sheet 5 

of the test year changes incurred by most, if not all, of KCPL officers that should address 6 

Mr. Klote’s concern about the lack of documentation provided in OPC’s testimony.  7 

Q. Did you provide examples of inappropriate and excessive officer expense report 8 

charges in your testimony in this case? 9 

A. Yes.  In my direct testimony, I provided a few examples of excessive officer expense 10 

report charges and a list that included several excessive charges by just one single KCPL 11 

officer. In my direct testimony, I referenced a March 2015 charge for goods and services 12 

from Gibson’s Bar & Steakhouse in Chicago, IL for $516 for two individuals. GMO 13 

refused to provide any additional information related to this charge.  14 

In my direct testimony I also referenced an OPC data request about a March 2015 charge 15 

for goods and services from Capital Grille in the amount of $455 for three individuals.  16 

GMO refused to answer any questions related to these employee expense report charges.  17 

Finally, OPC sought data from GMO about a June 2015 charge for goods and services 18 

from Kauffman Stadium of $1,929.  GMO refused to provide a response that frustrated 19 

OPC’s audit of GMO’s expense report policies and expenses in this rate case. 20 

Q. Please provide an example of the type of expenses that Mr. Klote included in his cost 21 

of service adjustment CS-11 where he remove some management expense account 22 

charges? 23 
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A. In July 18 of 2014, a high ranking KCPL officer attended a convention in Los Angeles 1 

unrelated to the regulated utility industry.  This officer charged KCPL a total of $359 for 2 

one meal.  This amount was reduced due to the employee’s wife meal charge of $90 3 

deemed a non-cost of service account. The KCPL officer’s meal and, it appears, the meal 4 

of someone not related to KCPL, was charged to a regulated cost of service account 921 5 

in the test year in this case.  As shown below, ratepayers were charged $269 for a meal at 6 

this entertainment event not related to utility operations.  This is a charge that GMO, as 7 

testified to by Mr. Klote, considers to be a reasonable business expense.   8 

October 8, 2014 Dinner Fleming's - Los Angeles, CA $269.41  921000 

October 8, 2014 Dinner Fleming's - Los Angeles, CA - Spouse $89.80  417100 

 9 

This one KCPL officer has been with KCPL for many years and is very familiar with 10 

KCPL’s expense report policies and procedures.  He obviously thought it was appropriate 11 

to charge ratepayers for excessive meal costs for him and guests not related to utility 12 

operations.  This officer is an individual who enforces KCPL’s policies and procedures 13 

and helps set the tone at the top of KCPL.  This one example shows that KCPL has 14 

neither internal controls nor any concern over the expense report costs it charges to its 15 

regulated utility ratepayers.   16 

Q. Has Mr. Klote been making adjustments to remove KCPL officer expense report 17 

charges in many of KCPL and GMO’s past rate cases? 18 

A. Yes.  Based on the problems found by Staff in KCPL Case No. ER-2007-0291 and 19 

problem areas found by KCPL's own internal auditors during that period, Mr. Klote and 20 

another KCPL employee were assigned to review officer expense reports and remove 21 

inappropriate charges through a cost of service adjustment in its subsequent rate cases.  I 22 

don’t know how many individual rate cases Mr. Klote performed such a review but it was 23 

at least done in one prior KCPL rate case. 24 
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In KCPL’s last rate case, ER-2014-0370, Mr. Klote did not make any adjustment to 1 

remove excessive expense report charged when it filed its revenue requirement in direct 2 

testimony.  However, when he received certain data requests from Staff in that case, Mr. 3 

Klote decided to make a rate case adjustment to remove the expense account charges 4 

associated only with Great Plains Energy, KCPL and GMO’s holding company, test year 5 

expense accounts.   6 

In Response to Staff DR 502 in Case No. ER-2014-0370 KCPL responded: 7 

KCPL Response to DR 502: 8 
Subsequent to its direct filing in this case, the Company informed MPSC 9 
Staff that it was removing all GPE Officers expense report costs, this 10 
includes…. from its request.  There are no longer any expense report costs 11 
incurred by (REDACTED) requested by the Company in this case.  In total, 12 
the Company informed MPSC Staff that the impact of removing GPE 13 
Officer expense report costs from its Direct Case totaled $67,521.55.  14 
Information provided by: Ron Klote Attachments: Q0502_HC_expense 15 
report charges.xlsx Q0502_Verification.pdf 16 
 17 

Q. Why did Mr. Klote propose an adjustment to remove these charges late in its 2014 18 

rate case? 19 

A. As KCPL did in this current GMO rate case when OPC sought additional answers, KCPL 20 

management refused to answer specific expense report questions proposed by the Staff in 21 

the 2014 rate case.  The questions posed by Staff in DR 502 in Case No. ER-2014-0370 22 

that KCPL refused to answer are shown below: 23 

Reference the attached Excel spreadsheet which lists certain 24 
expense report charges and questions listed below related to those 25 
charges:  26 
 27 
A Nos. 37-40, please explain the reason for over $800 in cell 28 
phone charges  29 
B For all meal charges, please provide the cost per person, the 30 
name of the person who approved the charge and a description 31 
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stating why the cost was necessary to provide regulated utility 1 
service  2 
C. Item number 8, was the cost of the baby shower charged to 3 
regulated customers? If so, why?  4 
D. For the Ipad related charges. Why were these Ipads purchased? 5 
Have they been and are they currently being used for regulated 6 
utility operations?  7 
E. For the Ipad related charges. Why were these Ipads not 8 
capitalized to plant in service accounts?  9 
F. No. 2, why is this cost to KCPL regulated accounts?  10 
G. No. 18, what is the business purpose of this trip?  11 
H. No, 19 how is this book related to KCPL's regulated operations?  12 
I. No. 20, what is the business purpose of this trip?  13 
J. No. 6, what is the business purpose of this trip?  14 
K. No. 14, what is the business purpose of this trip?  15 
L. No. 15, what is the business purpose of this trip?  16 
M. Nos. 17,27,28, Does KCPL pay approximately $300 to $400 17 
per month for one employee's cell phone service? If so, is this the 18 
fair market price for one cell phone? 19 

  20 
In KCPL’s 2014 rate case, the Company made the decision that it would not provide 21 

justification for certain officer expense report costs addressed in Staff DR 502.  KCPL 22 

decided just to remove these costs form this rate case and stopped any further discussion 23 

of the issue. 24 

In this current GMO rate case, KCPL and GMO have been asked a series of questions in 25 

an attempt to understand the business purpose of the expenses or how these expenses 26 

received approval to be paid under KCPL's internal control procedures. Again, KCPL 27 

management refused to answer auditor’s questions about expense account 28 

reimbursements.  29 

It is interesting to note that KCPL and GMO chose not to justify any of these charges as 30 

having a legitimate business purpose in this rate case and in past rate cases. Nonetheless, 31 

under its expense account policies and procedures – and corporate culture – the Company 32 

approved these expense reports and reimbursed these expenses. 33 
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Q. What conclusion does an auditor make when an entity refuses to answer legitimate 1 

inquiries?  2 

A. At a minimum, in any situation where an entity refuses to cooperate with auditor requests 3 

for data, an auditor will elevate the level of audit risk assigned to that specific audit area.  4 

Given KCPL and GMO’s serious problems with its corporate culture associated with no-5 

limit management spending on expense accounts, the risk I assigned to this audit in my 6 

audit of GMO’s expense account charges was very high.   7 

Q. Given a very high audit risk of excessive management expense report charges, what 8 

action does an auditor need to take to mitigate this risk level? 9 

A. Faced with strong evidence of a very high risk of excessive expense account charges by a 10 

utility’s management, a rate case auditor who represents the public must propose an 11 

adjustment that reduces the risk of excessive charges passed on to ratepayers to an 12 

acceptable level.  My adjustment to remove $594,000 from GMO’s account 921, where 13 

the majority of test year expense report charges were booked, reduces this risk in a 14 

reasonable manner. 15 

Q. You’ve provided evidence in your direct testimony and in this testimony that KCPL 16 

and GMO have continued to incur and charge to ratepayers excessive management 17 

expense account charges over the past 10 years.  Do you expect this behavior to 18 

continue? 19 

A. Yes, I am confident it will continue as this management behavior is embedded into its 20 

corporate culture.  Staff and OPC have repeated this process with KCPL and GMO over 21 

and over again in most, if not all, rate cases since 2006.   22 

While I believe the Commission should and will accept OPC’s expense account 23 

adjustment in this rate case, nothing will change this organization’s corporate culture 24 

until it is forced to change.  25 
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This one $594,000 OPC adjustment will be sufficient to protect GMO’s ratepayers in this 1 

particular rate case.  However, it will not be sufficient to require KCPL to reign in its 2 

corporate culture of unreasonable, excessive, and imprudent spending by its management.  3 

KCPL will continue to incur hundreds of dollars in excess meal, travel, and entertainment 4 

costs.   It will continue to routinely charge business lunches and other meal chargers in 5 

the Kansas City area and it will continue to engage in reckless behavior indicative of a 6 

corporate culture that is not appropriate for a regulated monopoly utility company.  It is 7 

time for KCPL to change and not the piecemeal relatively minor tweaks recently adopted 8 

by KCPL as a result of the problems with these charges in its 2014 rate case.   9 

Q. You state that KCPL’s corporate culture is not appropriate for a regulated utility 10 

monopoly.  Please explain. 11 

A. There are several definitions of “corporate culture” but one that I found to be very good 12 

on that “refers to the beliefs and behaviors that determine how a company's employees 13 

and management interact and handle outside business transactions. Often, corporate 14 

culture is implied, not expressly defined, and develops organically over time from the 15 

cumulative traits of the people the company hires.” 16 

 For KCPL, that leadership is its management and its board of directors (“Board”).  17 

KCPL’s corporate culture as it relates to management expense report charges has to 18 

change and its management and its Board needs to be committed to ensuring the change 19 

is long-lasting.  KCPL and its Board has been “willing to tolerate” this inappropriate 20 

behavior on the part of KCPL management for far too long. 21 

 It is one thing for the management of a competitive business to spend lavishly in its 22 

expense accounts where the firm is subject to price competition and the completion for 23 

the acquisition of customers.  The customers of a competitive business are free to 24 
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terminate their business relationship for any reason they chose.  GMO customers are 1 

captive to its monopolistic nature and do not have this option.  2 

Firms that are required to operate in a competitive environment try to minimize costs. 3 

This includes expense account costs such as travel, business meals, and entertainment. 4 

KCPL does not.  KCPL’s actions have demonstrated time after time that it cares nothing 5 

about cost when it comes to spending on itself and its personal meals, entertainment, and 6 

travel.    7 

While KCPL and GMO do not operate in a competitive environment, it is expected of a 8 

utility that it will operate responsibly and seek to minimize costs.  If it does not, the 9 

Commission is charged with the responsibility to make sure GMO operates as a 10 

competitive firm would operate in order to protect GMO’s captive ratepayers from 11 

excessive and imprudent costs.  One way the Commission fill that responsibility is to 12 

accept OPC’s expense account adjustment in this new case and require KCPL to make 13 

substantive changes in its policies, such as adopting a per diem policy for employee 14 

meals charges. 15 

Q. Based on your review of KCPL management expense reports and the charges that 16 

are allocated to GMO, does it appear that KCPL’s officers consume alcohol at meals 17 

and at entertainment events and charge their cost to purchase alcohol to 18 

ratepayers? 19 

A. Yes, they do. 20 

Q. Does KCPL’s policies allow for alcohol consumption during work activities? 21 

A. No. KCPL and GMO’s Guiding Principles and Code of Ethical Business Conduct 22 

provide the structure for the decisions it makes and how it deals with legal and ethical 23 

issues. It also describes how KCPL and GMO treats its employees, customers, 24 

shareholders, regulators, legislators, and communities. According to this document, there 25 
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is an expectation KCPL and GMO’s Board of Directors and employees will maintain the 1 

highest ethical standards while doing their jobs. The policy on alcohol consumption is as 2 

follows: 3 

Substance Abuse 4 
Employees are expected to report for work in a condition that 5 
allows them to perform their job duties. An employee’s off-the-job 6 
and on-the-job involvement with drugs and alcohol can have an 7 
impact on workplace relationships, job availability and 8 
performance. At no time does the company allow employees to 9 
purchase, use, possess, sell, distribute, manufacture or be under the 10 
influence of illegal drugs, including misused prescription drugs, 11 
during working hours (including lunch or break periods) or on 12 
company or customer property. Employees will be subject to 13 
discipline, including discharge, if they report for work with a blood 14 
alcohol concentration of 0.02 or greater or are under the influence 15 
of a controlled substance.  16 
 17 
Disciplinary action will also be taken if an employee possesses or 18 
uses alcohol or a controlled substance, except legally obtained 19 
prescription drugs, during working hours (including lunch or break 20 
periods) on company or customer property. Exceptions for the use 21 
or possession of alcohol in connection with authorized events will 22 
be approved in advance by the chief compliance officer. (emphasis 23 
added). 24 

 25 

Q. Does KCPL allow for reimbursement of employees and guests personal use of 26 

alcohol? 27 

A. Yes.  Just one example was a $1,628 charge by a KCPL management employee at Kansas 28 

City’s Kaufman Stadium May 6, 2015. KCPL reimbursed an employee for $648 in 29 

alcohol charges for that one event. This including charges for vodka and whiskey.  KCPL 30 

charged this expense to account 107 (construction work in progress) that, if not charged 31 

to a different entity, will eventually be charged to KCPL and GMO’s rate base as plant in 32 

service and depreciation expense.  33 
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This event was not even related to GMO’s regulated operations.  The charges for this 1 

event were for food, alcohol and entertainment for KCPL and Transource employees (an 2 

affiliate of KCPL and  GMO) in a celebration of the Iatan-Nashua transmission line, a 3 

non-regulated transmission line, being in-service.   4 

Q. Did you review several other examples where the use of alcohol was reimbursed by 5 

KCPL? 6 

A. Yes.   7 

Q. Do you believe it is ever reasonable for KCPL to charge its utility ratepayers for 8 

KCPL management’s consumption of alcohol? 9 

A. No, it would never be appropriate. 10 

Q. If no real changes in KCPL’s expense report procedures are made as a result of this 11 

rate case, will this issue continue in KCPL’s current rate case and beyond? 12 

A. Yes.  While Staff appears to have dropped this expense account audit scope from its rate 13 

case audit, OPC intends to expand the scope of its audit work in this area in the current 14 

KCPL rate case. 15 

Q. At page 25 line 14 of his rebuttal testimony, Mr. Klote references a Staff adjustment 16 

of $2,500 related to employee expense reports.  Why is this significant? 17 

A. Soon after I read Mr. Klote’s testimony, I submitted a data request to the Staff to arrange 18 

for a meeting to discuss this Staff adjustment.  The meeting with Staff took place on 19 

August, 19, 2016 at Staff’s offices in Jefferson City, Missouri.  From the discussion with 20 

Staff auditors who sponsored this adjustment, I reached the following conclusions: 21 

1.  Staff did not include any rate case audit scope related to KCPL 22 
and GMO’s expense accounts in this current GMO rate case 23 
 24 
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2.  Staff is currently performing a KCPL management audit under 1 
a separate regulatory proceeding that is not related to this rate case 2 
and these expense were found not in this rate case but in that 3 
separate KCPL management audit. 4 
 5 
3.  Staff will not complete its KCPL management audit and file its 6 
report in this separate docket until December 31, 2016. 7 
 8 
4.  Staff only looked at a limited number of expense reports and 9 
only took exception to certain types of inappropriate charges such 10 
as expenses charged to ratepayers for KCPL’s management 11 
entertainment at the Kansas City Zoo, Kansas City Royals events 12 
and Kansas City Chiefs events.  Staff did not look or make any 13 
adjustments for excessive meal or travel costs for any KCPL 14 
employees. 15 
 16 

Q. Would the Commission’s acceptance of this minor Staff adjustment, based on a very 17 

limited audit scope and currently being performed in a completely different 18 

regulatory proceeding, be reasonable? 19 

A. No, it would not.  This adjustment was not based on work Staff performed in this rate 20 

case audit.  This adjustment is based on Staff’s preliminary audit findings using a very 21 

limited audit scope and for very narrow type of expenses. It would not be appropriate or 22 

reasonable for the Commission to accept this adjustment over OPC’s proposed 23 

adjustment in this rate case. 24 

Q. When it comes to expense account charges, does KCPL have completely different 25 

standards for itself than it does for work performed by professional consultants? 26 

A. Yes, they are completely different.  I have reviewed a KCPL contract with a vendor that 27 

includes very reasonable and prudent standards on the amount of expense account 28 

charges that KCPL will reimburse its professional consultants.   29 

For example, below is a list of requirements that KCPL placed on a consultant under 30 

services provided to KCPL a few years ago.  I have removed the name of the vendor.  31 
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The actual contract that includes these expense account requirements is attached to this 1 

testimony as Staff Exhibit 244HC in Case No. ER-2014-0370, which is a June 2, 2015 2 

KCPL response to Staff Data Request No. 619: 3 

Travel Expenses 4 
*Travel and other out-of-pocket expenses shall be paid by GPES in 5 
addition to the hourly rates stated above, and shall be reasonable, 6 
customary and actual charges, passed through at _____'s cost, with 7 
no markup….. 8 
 9 
*Airfare shall be at coach-class fares. *_____ personnel shall share 10 
ground transportation whenever practical. 11 
 12 
*Per diem meal charges shall not exceed $50.00. 13 
*Lodging shall be at reasonable rates. _____ shall use GPES 14 
preferred hotels or hotels at which _____ has negotiated preferred 15 
rates, when possible. · 16 
 17 
*Receipts shall be provided for all out-of-pocket expenses 18 
of$25.00 or more. 19 

 20 
Q. Are there changes KCPL and GMO could make to its expense report policies and 21 

procedures that would significantly improve KCPL and GMO’s expense report 22 

problems? 23 

A. Yes.  The first one is to eliminate reimbursement for non-travel management meal 24 

expenses incurred in the Kansas City area.  KCPL currently abuses its policy of allowing 25 

reimbursement for local meals.  Most people are required to pay for their own meals 26 

when not on business travel. KCPL management should be required to as well. There is 27 

no justification for KCPL management to get reimbursed for meals charges that it incurs 28 

at its home base during the normal work day.  That is not prudent or reasonable. 29 

The second change that should be made by KCPL and GMO, as I proposed in my direct 30 

testimony, would be to adopt a per diem policy for meals.  Per diem rates are set by the 31 

General Services Administration (“GSA”) and are used by the federal government, local 32 
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governments, and private-sector companies to reimburse employees for business travel 1 

expenses.  2 

My research through GSA’s website indicates that the highest average current 2016 per 3 

diem meal allowance for most large cities in the U.S. approximates $70 - $75 per day.  If 4 

KCPL adopted a per diem for meal reimbursement, I estimate it would save thousands of 5 

dollars annually in management employee travel meal reimbursements. Adopting a per 6 

diem for meals would also allow cost savings to KCPL in processing expense reports as 7 

meal receipt expenses would no longer be required.   8 

Q. Has GMO responded to your direct testimony recommending KCPL and GMO 9 

adopt a per diem policy for management employee meal reimbursement? 10 

A. Yes. GMO witness Steven Busser filed surrebuttal testimony on this issue. 11 

 SURREBUTTAL TO THE REBUTTAL TESTIMONY  OF GMO  WITNESS STEVEN BUSSER 12 

GMO Expense Account Adjustment – Per Diem Meal Policy 13 

Q. What was GMO’s response to your proposal that KCPL adopt a per diem policy as 14 

addressed in the rebuttal testimony of GMO witness Busser? 15 

A. The positions taken by Mr. Busser in his testimony are premised on his assumption that 16 

GMO’s meal reimbursement policy only reimburses reasonable, legitimate, and properly 17 

documented meal expenses. It has been proven over the past ten years for KCPL and over 18 

the past eight years for GMO this statement is false.  The whole premise of Mr. Busser’s 19 

testimony, that there is no need for a change in KCPL’s expense report procedures, is 20 

wrong.   21 

My conclusion that a per diem policy is needed is based on overwhelming evidence that 22 

KCPL currently has no controls on the level of meal charges its employees can seek 23 
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reimbursement.  KCPL habitually reimburses excessive, inappropriate, and imprudent 1 

meal charges without any regard for who pays for these costs.   2 

If Mr. Busser believes that KCPL and GMO only reimburse reasonable meal charges, I 3 

suggest he review KCPL and GMO rate cases over the past 10 years.  4 

Q. Mr. Busser states at page 6 line 15 of his rebuttal testimony that, in his “professional 5 

opinion”, KCPL and GMO’s expense report policies protects ratepayers.  What is 6 

your response?  7 

A. Given the substantial evidence to the contrary in this rate case and over the past ten years, 8 

the Commission should consider the credibility of GMO witness Busser’s testimony 9 

based on his “professional opinion” that KPL and GMO expense report policies and 10 

procedures protect ratepayers. The Commission should weigh the evidence put forth by 11 

OPC in this case as well as consider the historical problems with KCPL and GMO in this 12 

area when they evaluate the credibility of GMO witness Busser’s rebuttal testimony. 13 

Q. At page 3 line 18 of his rebuttal testimony, Mr. Busser states that adopting a per 14 

diem policy will add to administrative burdens.  Is he correct? 15 

A. No.  Adopting a per diem policy will actually reduce KCPL’s expense report 16 

administrative burdens by eliminating the need to keep, track, and audit receipts for 17 

expenses.  Mr. Busser may not be aware, but under a per diem policy there is not a need 18 

to endure the administrative burden of managing receipts. 19 

Q. Mr. Busser states at page 4 line 13 that by adopting a per diem policy KCPL would 20 

have to “track meal cost indices by region”.  Is that correct? 21 

A. No it is not correct.  While it is not at all difficult or administratively burdensome to track 22 

individual city per diems, KCPL could adopt average per diem in a particular state or 23 

region.  In lieu of that, KCPL could adopt the policy of using the highest per diem rate 24 



SurrebuttalTestimony of   
Charles R. Hyneman  
Case No. ER-2016-0156 

84 

published by GSA and just use that one single rate for all expense reports per year. That 1 

would be approximately $75 per day for employees in travel status and significantly less 2 

than the current charges incurred by KCPL management.  If KCPL adopted the highest 3 

per diem rate allowable, it will save ratepayers thousands of dollars in meal charges along 4 

each year. 5 

These are just some ways KCPL could make the inherent reduction in administrative 6 

costs of adopting a per diem policy even greater.  Mr. Busser should recognize these 7 

benefits. If he had a concern about these costs, he would personally advocate for KCPL’s 8 

adoption of a per diem meal reimbursement policy instead of opposing it. 9 

Q. Mr. Busser states at page 4 line 22 that he thinks adopting a per diem policy will 10 

lead to higher costs?  Is that even possible? 11 

A. No it is not possible.  Mr. Busser’s statement is counter-intuitive. Adopting a per diem 12 

policy reduces costs by limiting inappropriate and excessive employee charges as well as 13 

reducing the administrative expenses of processing expense reports by eliminating need 14 

to keep, track, document, and audit meal receipts.   15 

Q. Did the Commission used to require its Staff to keep and provide receipts for travel 16 

meals for a period of time prior to adopting a per diem policy? 17 

A. Yes and I was a member of the Staff during that short time period. In my personal 18 

experience, not having to deal with meal receipts allowed by the adoption of a per diem 19 

policy significantly reduced the administrative burden on the employee seeking 20 

reimbursement and on the employees who are required to audit requests for 21 

reimbursements. 22 

Q. Mr. Busser concludes his rebuttal testimony by stating that the use of per diems is 23 

not customary in the utility industry.  Please comment on this assertion 24 
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A. The fact whether or not it is “customary” in the utility industry is not relevant at all to this 1 

rate case issue with GMO.  However, Mr. Busser does not even know if it is customary in 2 

the utility industry as his conclusion on how he interprets the practices is based solely on 3 

a utility he used to work for, El Paso Electric, Westar, Inc.  Ameren and a utility 4 

company he talked to through an online message board.  I would not make any such 5 

broad conclusion based on only four of the hundreds of utility companies in the U.S. 6 

 But even if one does assume it is not customary in the utility industry, the expense 7 

account problems that have been experienced with KCPL and GMO are also likely not 8 

customary in the utility industry.  This problem calls out for special treatment for KCPL 9 

and GMO due to the nature and severity of its problems expense report problems. 10 

Q. Does this conclude your surrebuttal testimony? 11 

A. Yes, it does. 12 



 

KCPL/GMO 

2016 Expense Account Implementation Plan 

 

Pursuant to paragraph G of the July 1, 2015 Partial Non-Unanimous Stipulation and Agreement as 

to Certain Issues in Case No. ER-2014-0370, Kansas City Power & Light Company (“KCP&L” or 

“Company”) hereby submits the actions it has implemented to address expense account issues. 

 Officer Expenses 

o The general ledger default account for all officers has been set to below-the-line non-utility 

accounts.  In order for an officer expense to be recorded to an operating utility account, the 

officer or administrative assistant must positively enter an operating utility account code to 

override this default coding. 

 Additional Review of Transactions 

o The Wells Fargo company credit card program administrator is reviewing various samples of 

company credit card business transactions each month to ensure company credit card policy 

compliance as well as accurate accounting code block coding is followed. 

o When company credit card accounting code block coding is questioned, follow up is done 

with the employee to get more information on the transaction and educate the employee on 

proper use of accounting code block values. 

o Company credit card business transactions are looked at every month for proper information 

regarding meal attendees, business purpose and to/from information on mileage.  Employees 

who might be missing this information are contacted directly. 
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 Job Aids 

o  Job aids used by all the executive administrative assistants were reviewed for completeness 

and accuracy regarding company accounting code block policies associated with the 

implementation of the new company credit card transaction process. 

o Training sessions were held with the executive administrative assistants to educate them on 

the coding of expense reports. 

 Restriction of Chartfield Values 

o Wells Fargo, the company credit card provider, has been provided a shortened list of available 

accounting code block chartfield values.  With this reduced list, employees can only choose 

from those values that should be used for company credit card purchases.   

o All combinations of accounting code block chartfield values are sent thru all possible 

accounting code block edits to ensure no coding rules are broken in the combinations that are 

entered. 

 Default Accounting Code Block Chartfield Values Review  

o Default accounting code block chartfield values were reviewed in the third and fourth quarters 

of 2015.  This review enabled the Company to continue to educate employees on the proper 

use of operating unit and accounting code block. 

o All default accounting code block chartfield values are now re-reviewed on a quarterly basis. 
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  No.   1013 
 

OFFICE OF THE PUBLIC COUNSEL 
DATA REQUEST 

 
KCP&L GREATER MISSOURI OPERATIONS COMPANY 

CASE NO. ER-2016-0156 
 

 

Requested From:  Lois J Liechti 

Requested By:   Chuck Hyneman  

Date Requested:  April 4, 2016 
 
Information Requested:  
 
Reference Expense Report 0000049698 dated 6/11/2015. 
 

1.  The 3/18/15 charge for goods and services from Gibson’s Bar & Steakhouse in Chicago, 
IL was $516.40 for apparently two individuals.  Once receipt for $33.07 at 8pm and a 
second receipt for $483.33 at 9:34 pm. A) Please provide the names of the individuals 
who attended this event, B) Please provide a comprehensive and detailed description of 
the business purpose of this event, C) Please attest to the fact that KCPL believes these 
charges are prudent and explain why KCPL believes these charges are prudent. D) Was 
alcohol consumed at this event?  If so, please provide the KCPL/GPE policy that allows 
the consumption of alcohol at a business event and describe how the consumption of 
alcohol at this event was consistent with the KCPL/GPE employee policy. 
 
Reference Expense Report 0000050937 dated 6/11/2015. 

2. The 3/31/15 charge for goods and services from Capital Grille was $455.23 for 
apparently three individuals.  A) Please provide the names of the individuals who 
attended this event, B) Please provide a comprehensive and detailed description of the 
business purpose of this event, C) Please attest to the fact that KCPL believes these 
charges are prudent and explain why KCPL believes these charges are prudent. D) Was 
alcohol consumed at this event?  If so, please provide the KCPL/GPE policy that allows 
the consumption of alcohol at a business event and describe how the consumption of 
alcohol at this event was consistent with the KCPL/GPE employee policy. 
 
Reference Expense Report 0000051748 dated 7/6/2015. 

3. The 6/3/15 charge for goods and services from Kauffman Stadium was $1,929.36 for 
apparently 20 individuals.  A) Please provide the names of the individuals who attended 
this event, B) Please provide a comprehensive and detailed description of the business 
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purpose of this event, C) Please attest to the fact that KCPL believes these charges are 
prudent and explain why KCPL believes these charges are prudent. D) Was alcohol 
consumed at this event?  If so, please provide the KCPL/GPE policy that allows the 
consumption of alcohol at a business event and describe how the consumption of alcohol 
at this event was consistent with the KCPL/GPE employee policy. E) Was the $180 all 
day beverage refresh for alcoholic or non-alcoholic beverages? 
 
Reference Expense Report 0000051748 dated 7/6/2015. 

4. The May 21-June 20 charge from Verizon Wireless is for monthly wireless charges for an 
employee of KCPL.  Is KCPL paying for this employee’s personal home wireless charges 
or wireless phone charges?  If yes, why? B) Please provide a comprehensive and detailed 
description of the business purpose of this charge, C) Please attest to the fact that KCPL 
believes these charges are prudent and explain why KCPL believes these charges are 
prudent.  

 
Response Provided: 
_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

             

              

 

The information provided to the Office of the Public Counsel in response to the above information 
request is accurate and complete, and contains no material misrepresentations or omissions based 
upon present facts known to the undersigned.  The undersigned agrees to immediately inform the 
Office of the Public Counsel if any matters are discovered which would materially affect the 
accuracy or completeness of the information provided in response to the above information. 
 
Date Received:_______________________ Received By:________________________________ 
 
 Prepared By:________________________________  
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