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CASE NO. ER-2016-0023

INTRODUCTION

Please state your name and business address.
Charles R. Hyneman, PO Box 2230, Jefferson Giigsouri 65102.
By whom are you employed and in what capacity?

| am employed by the Missouri Office of the RalCounsel (“OPC”) as the Chief Public
Utility Accountant.

Please describe your educational background.

| earned an MBA from the University of MissourColumbia, and a Bachelor of Science

degree in Accounting from Indiana State Univerattyferre Haute, Indiana.
Please describe your professional work experieac

| was a member of the Missouri Public Service Cagsion Staff (“Staff”) from April 1993

to December 2015. As a member of the Staff | kialtbus positions including Manager of
the Commission’s Kansas City Office. | left then@uission Staff holding the position of
Regulatory Auditor V. Auditor V is a senior-leyalofessional and supervisory position in
the Commission's Auditing Department. | performepervised, and coordinated
regulatory auditing work as an Auditor V. Please S$chedule CRH-1 for specific work

experience and background information.

Are you a Certified Public Accountant (“CPA”) li censed in the state of Missouri?
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A.

Yes. | am also a member of the American Insgitof Certified Public Accountants
(“AICPA").

What is the AICPA?

The AICPA represents the CPA profession natigrralgarding rule-making and standard-
setting. Further, the organization develops stalsddor audits of private companies,
provides educational guidance materials to its nemband monitors and enforces
compliance with the profession’s technical andcathstandards. The AICPA established
accountancy as a profession and developed its &ch@larequirements, professional
standards, code of professional ethics, licengaitgs and a commitment to serve the public

interest.

Please list the withesses who will be filing dict testimony on behalf of the OPC in this

case and this issues they will be addressing in dot testimony.
The following individuals will be filing diredtestimony on behalf of OPC in this case:

*Charles Hyneman — Regulatory policy, Cost AllooatiManual, pension expense,
Supplemental Executive Retirement Plan, stock ssuiaxpense, short-term and long-term
compensation, loss on retirement of assets, r&e ibalusion of expense trackers, income
tax expense, Riverton 12 construction audit.

*Keri Roth —vegetation management expense anddrackdvanced coal tax credit
(ITC) over-collection, latan 2, latan common, & MluPoint operations &
maintenance (O&M) expense and trackers (Gener&iant O&M Trackers) May
2011 Tornado deferrals, latan 1, latan 2, & PlunmiRzarrying costs, Southwestern
Power Administration (SWPA) Hydro reimbursementgl lakebt expense Riverton
12 O&M expense and tracker.

*Amanda Conner — materials and supplies, prepayneate case expensdyes &
donations, corporate franchise tax, customer dep@sid customer advances.

*Lena Mantle — fuel adjustment clause (FAC).
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REGULATORY POLICY

Q.

What is the overall regulatory policy OPC appliel to the issues addressed in this rate

case?

It is understood that the foundation of a wtititrevenue requirement, as determined in a
rate case proceeding, is the recovery of reasoaabl@rudent expenses that are necessarily
incurred in the provision of regulated utility siee. In addition to expense recovery, a
revenue requirement designed in a rate case shadstd allow utility shareholders a

reasonable opportunity to earn a reasonable retutheir equity investment in the utility.

Recovery of reasonable, prudent, and necessagnsep as well as a reasonable profit on
the dollars invested in utility operations is nesegg in order for a regulated utility to fulfill
its mandate to the public. This mandate, which Ert of the “regulatory compattis to
provide safe and adequate utility service at aoregse price to its regulated utility

customers. The positions taken by OPC in thisgase support that mandate.
Please describe the “regulatory compact”.

In exchange for a regulator granting the utiptptected monopoly status within its service
territory, the utility commits to supply the fullugntities demanded by customers at a
regulated price. A good description of the regulatmmpact was provided by the Indiana

Supreme Court:

[The regulatory compact] arises out of a "bargatnick between the
utilities and the state. As a quid pro quo for geigranted a
monopoly in a geographical area for the provisibra @articular
good or service, the utility is subject to reguatiby the state to
ensure that it is prudently investing its revenmmesrder to provide
the best and most efficient service possible tocthresumer. At the
same time, the utility is not permitted to chargées at the level

1

Lesser and G acchi no, Fundamental s of Energy Regul ation (2007) at p.43

(footnote omitted).

3
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which its status as a monopolist could command fre@a market.
Rather, the utility is allowed to earn a "fair rafereturn” on its "rate
base." Thus, it becomes the Commission's primasly & periodic
rate proceedings to establish a level of rateschadyes sufficient to
permit the utility to meet its operating expenséss @ return on
investment which will compensate its investokdnited States
Gypsum, Inc. v. Indiana Gas Co. Inc., 735 N.E.26, 787 (Ind.
2000), citing Indiana Gas Co., Inc. v. Office ofilit Consumer
Counselor ("Indiana Gas I"), 575 N.E.2d 1044, 1046
(Ind.Ct.App.1991).

Q. What is the Missouri Public Service Commission’g§*Commission”) understanding of

the “regulatory compact™?

A. The following description of the regulatory coagp was included in an article sponsored

and written by Robert Kenney, former Chairman & @ommission. The articlePtblic
Utility Regulation in the Twenty-First Centliryvas published in the April 14, 2014,

Financial Research Institute’s “FRI News & Point¥/@ew” webpage:

Public utility regulation began in Missouri 100 ygago last year.
The basic premise for economic regulation is théuip utilities, by

virtue of high capital costs and economies of scate natural
monopolies. In the absence of competition, a molyoeoterprise
will potentially charge monopoly prices, possibBcdease quality of
service to increase margins, and otherwise behavani anti-

competitive manner.

Enter the regulatory compact. In exchange for atgrhan exclusive
service territory, utilities are obligated to prdeiservice to all on a
non-discriminatory basis; and they agree to be @wically
regulated. That same compact requires state commsst allow
the utility a reasonable opportunity to earn affaie of return. Rates
are to be just and reasonable; just and reasoriableoth the
consumer and the provider.
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Q.

What ratemaking principles and standards has OPCapplied to the revenue

requirement issues it is addressing and will addresin this rate case?

The positions taken by the OPC are based orsapplortive of the Commission’s rate case
matching principle, the “known and measurablehd#ad, and the Commission’s standard
of only allowing rate recovery of necessary, reabta and prudent costs.

What is the “known and measurable” standard?

To meet the “known and measurable” standarde\ant, and the financial impact of the
event, must be known to have actually occurredrapdt be able to be measured with a
high degree of accuracy. The “known and measuraltdedard is generally applied to a

rate case test year.
What is a test year?

A test year is a tool used to find the relatlopsbetween investment, revenues, and
expenses. Certain adjustments are made to a’stilégt year books and records. These
adjustments include "normalization" adjustmentsettect a normal level of expenses or
revenues, "annualization” adjustments to refleet &md-of-period level of investment,

expenses, and revenues.
Are adjustments sometimes made for events occumyg outside the test year?

Yes, but this is rare. Including post-test yegentés and related revenues or expenses in a
utility’s cost of service creates a high likelihoad distorting the rate case matching

principle.

What criteria does the OPC support in this casé& the Commission includes post-test

year revenues or expenses in Empire’s cost of serel?
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A.

The criteria the Commission should use to detemnwhether a post-test year event should
be included in Empire’s cost of service is whetbemnot the proposed adjustment is (1)
"known and measurable,” (2) promotes the propatiogiship of investment, revenues and
expenses (“matching principle”), and (3) is repntstve of the conditions anticipated

during the time the rates will be in effect. Irddin, for plant and plant-related costs, the

plant must be “in-service” and “used and usefulthia provision of utility service.

What are the Commission’s ratemaking requiremert related to the matching

principle?

In theFindings of Factection of its September 2, 20RBport and Ordem Case No.
ER-2014-0370, Kansas City Power & Light Compang, @ommission explained its

position on rate case matching principle:

114. In Missouri, rates are usually estalklishased upon a
historical test year where the company’s expensdsle rate base
necessary to produce the revenue requirement achi®nized.
The deferral of costs from a prior period resultsosts associated
with the production of revenues in one period baihgrged
against the revenues in a different period, whickates the
“matching principle” required by Generally Accept&dcounting
Principles (GAAP) and the Uniform System of Accauapproved
by the Commission.

The matching principle is a fundamental conceaafrual basis
accounting, which provides that in measuring netime for an
accounting period, the costs incurred in that pksioould be
matched against the revenue generated in the samoel pSuch
matching creates consistency in income statemewtbalance
sheets by preventing distortions of financial stetats which
present an unfair representation of the finanamsifpon of the
business.

One type of deferral accounting, a “tracker”, Hees éffect of
either increasing or decreasing a utility’s earsifay a prior
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O

period by increasing or decreasing revenues inméyperiods,
which violates the matching principle.

116. The broad use of trackers should bedidnbecause they
violate the matching principle, tend to unreasonpakkew
ratemaking results, and dull the incentives atytilas to operate
efficiently and productively under the rate reguatapproach
employed in Missouri.

What is the Commission’s position on the knownrad measurable standard?
Also itsReport and Ordem Case No. ER-2014-0370, the Commission explaitsed
position on the “known and measurable” standard:

256. ...The term “known and measurable” rel&datems or
events affecting a utility’s cost of service thaishhave been
realized (known) and must be calculable with a liggree of
accuracy (measurable).

Are the ratemaking positions taken by OPC in thé case supportive of longstanding

Commission rate case policies?

Yes, they are. To the extent OPC takes a pasithconsistent with a longstanding
Commission ratemaking policy, OPC will present remdence to allow the Commission

reconsideration of a position on a prior ratemakiagision.

Are the positions taken by OPC in this case cesistent with and supportive of the

Commission’s rules as they apply to Empire?

Yes. In this rate case, OPC has placed a pyieraphasis on Empire’s compliance with the
Commission's Affiliate Transactions Rule, 4 CSR -200015 (“Affiliate Transactions

Rule”). Empire does not currently have a Commissipproved cost allocation manual
(“CAM”) as required by the Affiliate TransactionauR. As will be discussed later in this
testimony, OPC is proposing a CAM it believes agisist Empire in meeting the overall

purpose as well as the specific requirements oAfflgate Transactions Rule.

7
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Q.

Is OPC concerned about the increasing number dfingle-issue ratemaking trackers

included in Empire’s cost of service in this case?

Yes, it is. OPC generally opposes the impleawsn of single-issue ratemaking
mechanisms such as trackers because they aredasat@making policies that are not just

and reasonable.
Under what circumstances would OPC support an gense tracker?

OPC would support a ratemaking mechanism, sscainaexpense tracker, on a short-term
basis when a utility demonstrates one is needeshsoire the financial soundness of the
utility. In addition, OPC would support short-teextraordinary ratemaking treatment, such
as an expense tracker, when it can be demonstrtaditility that a tracker is needed due
to the lack of actual financial data on which teda component of cost of service. An
example is OPC’s support of a short-term tracker dmpenses related to Empire’s

investment in its soon-to-be-completed Rivertortddbined cycle generation unit.
Does both the OPC and the Staff generally opposedluse of expense trackers?

Yes. The Commission’s Staff recognized in KC#R2014 rate case, case number ER-2014-
0370, that eliminating the critical cost contraténtives imposed on utility management by
regulatory lag is one of the reasons why singleessatemaking mechanisms, such as

expense trackers, are detrimental to Missouri egfes.
Please describe the term “regulatory lag”.

A. “Regulatory lag” has been defined much too sympl the
past as “the time between the incurrence of a @ostvenue by a
utility and the reflection of that expense or raveim rates”. A more
descriptive definition is provided by Alfred E. K@athe most widely
recognized and often-cited expert on the econooficsgulation, in
his book The regulatory lag - the inevitable deflgt regulation
imposes in the downward adjustment of rate levietd produce
excessive rates of return and in the upward adgrasnordinarily
8
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called for if profits are too low - is thus to begarded not as a
deplorable imperfection of regulation but as a fpasiadvantage.
Kahn, A.E., The Economics of Regulation: Principlesd
Institutions (New York: John Wiley & Sons, 1970, dpter 2, p.48).

Q. What did Mr. Kahn write about the role of regulatory lag?

A. Mr. Kahn wrote the use of regulatory lag is atime by which a regulatory body incents

positive utility management behavior. On Page 4Baffler Two) ofThe Economics of
Regulation: Principles and Institutiontie states “freezing rates for the period of #up |
imposes penalties for inefficiency, excessive cavagsm, and wrong guesses but offers
rewards for their opposite: companies can for @ teep the higher profits they reap from a

superior performance and have to suffer the Idssesa poor one.”

Roger Sherman wrote an article in 2003 entitledstRicturing Industries: The Carrot and
the Stick”, in which he cites NYU professor andnedton professor emeritus William

Baumol as the originator of the benefits of reguriatag:

The idea of using “regulatory lag”, the delay bedweate cases, for
incentive benefits came from Baumol (1968). He adjthat the
regulated firm would have incentive to controldtssts while it was
stuck with unchanging prices between rate casesfitled prices
essentially serving as a stick. So he proposeceifgptime period
between rate cases, such as three years or five, yelen prices
would remain fixed. [Review of Network Economics|\2p Issue 4 —

December 2003]
Q. What is the main detriment from the use of expenseackers?
A. It is the elimination of regulatory lag, whick mecessary and essential in setting prices for a

monopoly. It is primarily through regulatory lagathcost reduction incentives are created
and provide the most significant, if not the omhgentive for utility management to operate

the utility at its lowest reasonable cost betweda cases.
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Q.

A.

Is there any substitute for regulatory lag?

No. Regulatory lag is essential and there isulostitute. OPC knows of no condition or
requirement the Commission can place on Empire wlatild restore the cost efficiency
incentives eliminated through the use of experaekérs and other single-issue ratemaking

mechanisms.

There is, however, a way to potentially somewimait the negative impact of the removal
of regulatory lag. The creation of a rigorous aeffective short-term incentive
compensation plan that tracked and accurately affiekctigely measured specific
controllable cost of service expense decreasesh &wompensation plan, to be effective,
would place primary emphasis on cost of serviceergp reductions and would associate a

significant level of employee compensation to nmgetdbust expense reduction standards.

COST ALLOCATION MANUAL (*CAM"

Q.

What is included in a CAM?

A CAM includes the criteria, guidelines, and pedures a utility will follow to be in
compliance with the Affiliate Transactions Rule.

Why is OPC addressing the issue of a CAM in thisase?

The Affiliate Transactions Rule as cited aboeguires Empire to use a Commission-
approved CAM as a basis for its transactions wifiiades and nonregulated operations.
The requirements for a Commission-approved CAM harfound in 4 CSR 240-20.015
paragraphs 2(E) and 3(D):

Paragraph 2(E) The regulated electrical corporatial include in
its annual Cost Allocation Manual (CAM), the crigerguidelines
and procedures it will follow to be in compliancehthis rule.

10
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Paragraph 3(D) In transactions involving the pusehaf goods or
services by the regulated electrical corporatiammfran affiliated
entity, the regulated electrical corporation wileua commission-
approved CAM which sets forth cost allocation, nearkaluation
and internal cost methods. This CAM can use bendinta
practices that can constitute compliance with tharket value
requirements of this section if approved by the magsion.

Empire does not currently have a Commission-aggatoCAM and thus is not in
compliance with 4 CSR 240-20.015. OPC is proposimtegCommission order Empire to
adopt the CAM that is attached to this testimonyHaghly Confidential Exhibit CRH-1.
OPC is classifying this proposed CAM as Highly Gdantial based on a request from
Empire. Empire indicated it would review the dr&&M after OPC’s direct filing for

possible removal of the Highly Confidential clagsifion.
Were you significantly involved in the draftingof this draft Empire CAM?

Yes. | was involved in the drafting of this CAMhile | was an employee of the
Commission Staff in 2014 and 2015. The CAM waisaslly completed on my last day
as an employee of the Staff, or November 30, 201 other primary drafters of this CAM
are Staff members Robert Schallenberg and Steubdhot

What is the basis of OPC’s proposed CAM for Empe?

The proposed CAM for Empire is similar to the KAhat Staff, OPC, KCPL and GMO

worked on for the past several years.
Did Empire also file for Commission approval ofa CAM?

Yes. Empire filed a joint electric and gas operss application for CAM approval on
August 23, 2011 in Case No. AO-2012-006Zhis case is styledn the Matter of the
Application of The Empire District Electric Compamand The Empire District Gas
Company for Approval of their Cost Allocation Mahua

11
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Q.

Why has it taken so long to process the Empire AM application in Case No. AO-
2012-00627?

My understanding is that Staff determined tlmaice the KCPL and GMO CAMs were
completed and filed for Commission approval, theteots and structure of the KCPL and
GMO CAMs would be used as the basis for the En(paA&. A CAM for an electric utility
is a complex document. The development of othdityuCAMs involved a significant

amount of discussions and negotiations over apenigd of time.

Over the past several years, have you been involvemh reviews of Affiliate
Transactions Rule compliance and the sufficiency othe CAMs of other major

Missouri utility companies?

Yes. | was the Staff expert witness in the Adfié Transactions Staff Complaint (Case No.
GC-2011-0098) against Laclede Gas Company (“Latjedkn that case, OPC, Laclede,
and Staff filed dJnanimous Partial Stipulation And Agreement And WwiaRequest And
Request For Approval Of Cost Allocation Mantiat, among other things, resolved certain
affiliate transaction issues raised in the Staffiplaint. The Commission issued an order

approving the partial stipulation and agreemenogust 14, 2013.

| was also the Staff expert witness in Case No2B04-0189 ("0189 Case”). In the 0189
Case, KCPL and GMO filed an Application for Apprbedits Cost Allocation Manual as

required by the Affiliate Transactions Rule.

Finally, | was the Staff expert witness in File .MgO-2012-0062. On August 23, 2011,
Empire and its gas-affiliate, Empire Gas, filed fdommission approval of its CAM

pursuant to an agreement in Empire’s rate case2@R-0004. In that case, | met with
Empire personnel and reviewed Empire's affiliangactions policies, procedures, and

internal controls as well as Empire’s CAM policipspcedures, and controls. Based on my

12
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review of Empire’s CAM, | found it to be significdy insufficiently designed to provide

criteria, guidelines, and procedures to be in canpé with the Affiliate Transaction Rule.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN (“SERP”)

What is a SERP?

According to the IRS’ June 20TM¥onqualified Deferred Compensation Audit Techniques
Guide (“IRS Audit Guide”)a SERP is a nonqualified deferred compensation PRQ
plan. According to the IRS Audit Guide, SERPs am@intained primarily for a select

group of management or highly compensated employees

A SERP is designed to supplement qualified retirltnm@dans such as Empire’s all-
employee defined benefit pension plan. SERPs aglisimthis by "making up"” for the
benefits unavailable to the base qualified plan doelRS employee maximum
compensation limits on the qualified plan. The $ERan usually covers only the

company’s highest compensated employees.
Are there different types of SERPs?

Yes. One type of SERP is a basic restoratian.plThe plan was created solely to restore
benefits an employee would receive if the IRS hadnmaximum income restrictions for
qualified pension plans. Another type of SERP iRestoration Plan Plus SERP.
Because of a company’s freedom to design a SERRva&shes, it can include all types of

compensation and other executive benefits in tHiRFSE
What type of SERP is Empire’s SERP?

Empire’s SERP can be classified as a SERP Plais as the benefits provided by
Empire’s SERP are not restricted to the restoratibpension benefits limited by IRS
compensation restrictions. In addition, EmpireBER® benefits are based, in part, on

certain types of executive compensation such asirgm-based and equity-based
13
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compensation. This Commission has not allowed Eenfarinclude this in its cost of

service.
What is the difference between a NQDC and qualéd deferred compensation plan?

According to the IRS Audit Guide, NQDC plans dmt provide employers and
employees with the tax benefits associated witHifteeh plans because NQDC plans do
not satisfy all of the requirements of IRC 8§ 401(&mpire’s all-employee pension plan
is a qualified plan while its SERP is a non-quatifiplan. Because Empire SERP is a
nonqualified plan, Empire’s management and BoardDoéctors are free to design
Empire’s SERP in virtually any manner desired.

Empire has included in its SERP pension benefi$ éine based on executive bonuses,
stock compensation, and other compensation the Gssion has not recognized as

reasonably included in its cost of service.

Has OPC included a prudent and reasonable levalf Empire’s recurring SERP

payments in its cost of service in this current rag case?

Yes. OPC is proposing a reasonable and prudentiadized level of actual monthly
recurring SERP payments made by Empire to its forexecutives and other highly-
compensated former employees. OPC is proposiimghade in Empire’s cost of service
$140,000 in SERP payments.

Is OPC’s SERP proposal for Empire also consistérwith the ratemaking treatment

of SERP costs over many years?

Yes. Itis my understanding that, because B8E®P’s unique nature, and the fact that a
SERP is an additional executive pension benefit anel above what is already provided
in the regular pension plan, the ratemaking treatnoé SERP costs is different from

normal employee pension costs. SERP costs anaediedlin cost of service if they are

14
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not significant, reasonably provided for, and aolde quantified under the known and

measurable standard.

This policy and philosophy was described in mor¢ailen my February 27, 2004

N

surrebuttal testimony in Case No. ER-2004-0034,ilatsi(now GMO) 2004 rate case:

Page 5:

The Staff's general treatment of SERP expensebatit the costs are
reasonable in amount and accounted for on a pgpagio basis, then the
Staff usually recommends that the Commission alloevSERP expenses
in the utility’s revenue requirement.

I have reviewed the Staff treatment of SERP exmemnseseveral recent
Missouri utility rate cases. Empire District ElectCompany’s (Empire)
latest rate case was Case No. ER-2002-424. In ZB@tire recorded
$14,560 in SERP costs (Staff Data Request No 128e ®lo. ER-2002-
0424).

The Staff and Empire agreed on the method of adsaurior pension
expense in Case No. ER-2002-0034 which resultefDiISERP expense
included in Empire’s revenue requirement in thatecavhich was settled
by the Commission’s acceptance of a stipulationagrdement.

In Laclede Gas Company’s last rate case, Case R2@2-356, and
AmerenUE’s last gas rate case, Case No. GR-2003;08fe Staff
allowed SERP costs on a pay-as-you go basis usisgerage of test year
and previous year SERP payments. Both of these vase settled by the
Commission’s acceptance of stipulations and agra&sne

Page 12:

Some SERPs are strictly pension restoration platts ieasonable costs
and proper accounting and are eligible to be censdl for ratemaking
purposes. While other SERPs include golden paractyyte Change in
Control provisions, with executive compensation hedefits in excess of
what is covered in the all-employee qualified pensplan. The costs of
this type of SERPs should not be included in atyisl cost of service.

Page 13
The Staff recommends to the Commission that in fahyre rate case, it
allow recovery only if Aquila’s SERP costs are @gcounted for on a
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pay-as-you go basis, (2) the costs are reasonamsidering Aquila’s
SERP expenses in previous years, (3) the termscanditions of the
SERP allow for the calculation of the SERP benefily at the amount
that is limited by tax law compensation limits, add the SERP does not
include Change in Control provisions which acthia thanner of a “poison
pill” or executive “golden parachutes.”

Q. Please describe OPC’s Empire SERP adjustment this rate case.

A. Empire paid $367,006 in SERP payments in 20t&ifoaverage payment to each of the
seven retired executive SERP participants of $32,4£ased on my analysis and review,
including a review of SERP cash payments made lbgrd¥lissouri electric utilities, |
recommend a maximum annual supplemental cash paymerembers in Empire’s
SERP of $20,000. This is an annual amount aboa thie employee is already
receiving under Empire’s all-employee pension p@RC’s proposed level of SERP

expenses to include in Empire’s cost of servicthis case is $140,000.

Q. Has Empire’s SERP cash payments increased ovédret past five years?
A. Yes. The chart below shows the significancéhef increase.
SERP Retired

Year Payments Executives Avg SERP

2010 $63,254 2 $31,627

2011 $191,413 4 $47,853

2012 $323,564 5 $64,713

2013 $310,741 5 $62,148

2014 $335,536 6 $55,923

2015 $367,006 7 $52,429

Source: OPC DR 1006
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V.

REMOVAL OF COMMON STOCK ISSUANCE EXPENSE

Q.

Is Empire seeking recovery of its common stoclssuance expense in its cost of

service in this case?

Yes. In its “Revenue Requirement Accounting Sthes, Income Statement Detail,
Account 404a”, Empire shows a test year level ottissuance Amortization of
$304,613. This amount is using an 85.4% allocatioreach a Missouri jurisdictional
amount of $260,187.

Should Empire’s stock issuance expense amortizahs be included in Empire’s cost

of service in this current rate case?

No. Empire’s stock issuance expense is a honneg expense and should not be
included in its cost of service in this rate case.

How so?

On February 9, 2016, Empire announced it wasdgacquired by Algonquin Power &
Utilities Corp (APUC). According to thagreement and Plan of Merger by and among
The Empire District Electric Company, Liberty Uigis (Central) Co and Liberty Sub
Corp dated February 9, 2016, Empire’s stock will liegred and cease to exist as of the
closing date of the acquisition - scheduled forftrst quarter 2017. As with any other
nonrecurring expense, Empire’s common stock issuarpense should not be included

in a cost of service calculation to set rates goiag forward basis.
Can you describe the APUC-Empire transaction?

Briefly, the transaction is described in Empire&bFRuary 9, 2016 press releadgonquin
Power & Utilities Corp. to Acquire The Empire Digtr Electric Company in C$3.4
Billion (US$2.4 Billion) TransactionJnder the terms of the APUC-Empire transaction,

each share of Empire common stock will be retiredl Bmpire shareholders will receive
17
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$34 cash per share. This amounts to a 21% prerfaugein) to Empire shareholders to
the closing price of the common stock on Februai3086 and a 50% premium to
Empire’s shareholders based on Empire’s “unaffestede price” as of December 10,
2015. At the close of the acquisition transactiempire will become a wholly-owned
subsidiary of Liberty Utilities, APUC’s wholly-owkregulated utility business and will

cease to be a publicly-held corporation.

Q. Is it likely that the APCU acquisition of Empire transaction will close in the first
quarter of 2017?

A. Yes. The Commission has a history of approwhgsouri utility mergers and
acquisitions.

Q. Should the APUC-Empire transaction not be approed, does OPC have a proposal
to address Empire’s common stock issuance expenge@tization?

A. Yes. Inthe unlikely event that this merger sloet close, OPC would support the
Commission authorizing Empire to record, as a defedebit, the dollar amount of the
stock issuance expense amortization not directigwered rates in this rate case. OPC
would support rate recovery of this amount in Eginext rate case.

VI. SHORT-TERM INCENTIVE COMPENSATION

Q. Describe Empire’s short-term incentive compensain plan?

A.

The Compensation Committee of Empire’s BoardDafectors sets Empire’s executive
compensation policies and procedures. These caapen policies and procedures are set
out in detail in Empire’s Securities and Exchangen@ission (“SEC”) filings. According
to Empire’s March 18, 2016 Form DEF 14A (2016 SEG@m DEF 14A"), Empire’s

approach to executive compensation is describetbel

18
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» Short-term incentive compensation focused onctachear-term
objectives that support the Company's longer-tevaisy

» Long-term performance-based stock awards linkestackholder
returns over a three-year period,

« Limitations on potential incentive compensatiomaeds equal to
200% of target opportunity for Long-Term Stock Inttee awards
and 150% of target opportunity for Annual Cash irice awards,

e Time-vested stock awards designed to promote pgoropriate
focus on the creation of stockholder value,

* Participation in the same health and welfare fsnand qualified
pension plan offered to all our full-time employe€ke pension plan
was modified in 2014 to allow current employees tmpdion of
electing adefined benefit cash balance formula coupled with a
enhanced 401(k) matching formula or remaining under
traditional defined benefit pension formula,

« A traditional supplemental retirement plan ("DBEFP") available
to participants under the traditional defined bénefnsion formula
option that only covers compensation not includedhe qualified
pension plan due solely to tax code limitationsl an

* Beginning in 2015, a supplemental non-qualifiedfeded
compensation plan ("DC-SERP") that allows seledtatividuals
electing to participate in the cash balance optbrour qualified
pension plan to obtain retirement savings in threnfof matching
contributions on deferred amounts that are notlaai to them
under the 401(k) Plan due to plan design and tde tmitations.

Q. How does Empire compensate its utility employeesd officers?

A. Empire compensates its employees primarily thhobase salaries. Employlegse salaries
are combined with annual cash incentives to mak®igh cash compensation. Total cash

compensation is combined with long-term stock itiges to make up total direct

compensation.
Q. Is OPC recommending any adjustments to the basalaries of Empire employees?
A. No. Empire employees are well compensated. oktiog to Empire’s payroll workpaper,

the average salary of Empire’s full-time employse$74,000. OPC believes that given this

level of compensation, Empire employees should Xpeaed to perform job duties to
19
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support utility operations at a high standard. sThgh standard is applied to an employee’s
individual contribution to the utility's performaacof safe and adequate service at

reasonable rates.

Q. Have you performed a breakdown of the base saharlevels for Empire’s full-time

management employees?

A. Yes. My analysis was performed based on theidabaded in Empire’s payroll workpapers
filed with its direct testimony. The title of thisorkpaper is* Annualized Salaries as of
6/28/2015 - No Water, Gas, Fiber The range of salaries included in this workpaper fo
full-time management employees is $21,840 to $%80,4 The chart below shows a
breakdown in base salary in $10,000 increments $66000 to $100,000. For example,
this chart shows that one in five full-time Empme@anagement employees earns a base

salary in excess of $100,000.

For example, this chart shows that 74 out of 36tine Empire non-Union management

employees earn a base salary, excluding bonuse®thed inventive compensation, in

excess of $100,000.
FT Mgt Base Salary Percent
Greater than $50,000 69%
Greater than $60,000 58%
Greater than $70,000 48%
Greater than $80,000 37%
Greater than $90,000 27%
Greater than $100,000 20%
Q. Does Empire provide cash bonus payments to soratits employees?

A. Yes, it does. Empire has a cash bonus progediedcthe “Lightning Bolt” program where
cash bonus payments are provided to selected eegd@s a reward for work performance

that exceeds expectations.
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Q.

Does OPC recommend including these cash bonusypaents in Empire’s cost of

service?

No. As noted above, Empire’s utility employeas highly compensated. In addition to an
average base salary in excess of $70,000, emplogeeise very generous defined benefit
plan pension benefits, very generous defined ibution 401-(K) pension compensation,
and very generous retiree medical benefits. Enspregepayers, who bear the burden of
Empire’s very high employee compensation plansyishoot pay additional compensation

benefits simply for Empire’s employees who perf@ina high standard.

Does OPC support the use of a properly-designadcentive compensation for utility

employees?

Yes, it does. OPC believes a properly-desiginegntive compensation plan should be
based on factors that will incent utility managemm@nimprove the provision of safe and

reliable service at reasonable rates. Reasonalilerates are based on the lowest possible
costs necessary to provide safe and reliableywgiitvice. One of the most important factors
in any incentive compensation plan is a factor meag and rewarding employees whose

performance directly leads to a reduction in thiéyi$ cost of service.

Should the costs of an employee incentive comgation plan only be included in cost
of service if the base salary compensation is setlbw a median level of compensation

for the work performed?

Yes. This arrangement allows the utility toreabove median compensation if the work
performance meets the criteria in a properly-delgneentive compensation plan.

What level of short-term incentive compensationioes OPC recommend be included in

Empire’s cost of service in this rate case?
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A.

OPC recommends only compensation payments Wjireelated to achieving goals or
standards related to employee and customer safagtpmer service measures, plant
reliability metrics, and cost of service reductiongasures such as the adoption of new

technology to improve the efficiency of operatiamsl aggressive measures to reduce costs.

OPC does not support cost of service inclusicangfthe amounts proposed by Empire that
are based on net income, common stock price appoe; or any other earnings-based
factor. In addition, OPC does not support any itigercompensation payments based on

plan factors that do not directly benefit electridity operations.

Does Empire’s short-term incentive compensatiomplan include factors that incent

employees to reduce costs?

To some extent, yes. However, as reflectednpie’s response to Staff Data Request No.
168, Empire financially rewards employees who tiaimeet financial budgets and to those
who only meet, but do not exceed, budgets.

What is the Commission’s position on incentiveampensation?

The Commission generally allows utility employ@&entive compensation based on
components or criteria that have some reasonafleel®f measurability and a finding that
the attainment of those criteria benefits utilipecations such as the ability of the utility to

provide safe and adequate service at reasonabte rat

Consistent with this overall philosophy, this Coission has held over many years that
earnings and equity-based incentive compensatiovidas not only zero ratepayer benefit
but results in a ratepayer detriment and therefboeild not be included in utility rates.

Please provide the basis for your understandingf the Commission’s longstanding

policy on incentive compensation.
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A. In its Report and Ordem Case No. GR-96-285, a Missouri Gas Energy (“MQfase, the
Commission explained its policy that compensationsignificantly driven by the interests

of ratepayers should not be included in a utilitggenue requirement:

The Commission finds that the costs of MGE’s inient
compensation program should not be included in MGEvenue
requirement because the incentive compensatiomgroig driven at
least primarily, if not solely, by the goal of sbholder wealth
maximization, and it is not significantly driven llye interests of
ratepayers.

Approximately eight years later, the Commissidterated and emphasized yet clarified its
position on rate recovery of utility incentive coemgation in itdReport and Ordem Case
No. GR-2004-0209.

The Commission agrees with Staff and Public Coutisat the
financial incentive portions of the incentive comgation plan
should not be recovered in rates. Those finamui@ntives seek to
reward the company’'s employees for making theit leé®rts to

improve the company's bottom line. Improvements tte

company’s bottom line chiefly benefit the compansgtsareholders
not its ratepayers. Indeed, some actions that tmigtmefit a
company’s bottom line, such as a large rate ineteas the
elimination of customer service personnel, mightehan adverse
effect on ratepayers.

If the company wants to have an incentive comparsgian that
rewards its employees for achieving financial gadlat chiefly
benefit shareholders, it is welcome to do so. Hane the
shareholders that benefit from that plan should thaycost of that
plan. The portion of the incentive compensati@npilating to the
company’s financial goals will be excluded from tlmmpany’s cost
of service revenue requirement.

In a 2006 Empire rate case, the Commission agaitated its positing on earnings-based
incentive compensation. In itReport and Orderin Case No. ER-2006-0315, the
Commission stated:
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The Commission finds that the Staff reasonably iagpbbjective

criteria for the exclusion of certain incentive qmmsation. The
Staff disallowed compensation related to charitadatévities and

activities related to the provision of servicesentthan retail electric
service...We conclude that incentive compensation rfaeting

earnings goals, charitable activities, activitiesrelated to the
provision of retail electric service, discretionawards, and stock
options should not be recoverable in rates.

Did the Commission apply its policy on utility in@ntive compensation in subsequent

utility rate cases?

Yes. The Commission reiterated its position ammgs-based incentive compensation in its
Report and Ordergr Case Nos. ER-2006-0314 and ER-2007-0291 -KWGPL rate cases.

Briefly, why does OPC not support incentive comgnsation components or criteria

that are earnings based?

The primary reason why OPC does not supportritiesion of the dollars associated with
earnings-based incentive compensation in a uslitgost of service is the same as the
primary reason stated by the Commission in thesceited above. OPC believes earnings-
based incentives (based on net income, return aitye@nd increases in stock price)
actually work as intended. However, these compisneinan incentive compensation plan
focus utility management on maximizing net inconre arder to maximize their
compensation. As the Commission stated irRiégport and Ordein Case No. GR-2004-
0209, earnings-based incentives work to the defriroé utility ratepayers and also to the
detriment of the utility itself.

Further, the incentives created by compensatinglames through earnings-based
programs provide motivations to utility managentenfile rate increase cases significantly
higher than justified and significantly higher thaeeded to earn a reasonable return on
equity. In addition, with utilities that have difites, earnings-based incentive compensation

24
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incents utility management to take actions causitiidy operations to subsidize affiliate

transactions and nonregulated operations.

VIl. LONG-TERM INCENTIVE COMPENSATION (“LTIP™

Q. Does OPC support the inclusion of any LTIP exedive compensation in Empire’s cost
of service in this rate case?

A. No. For the reasons discussed below, OPC duesupport rate recovery of Empire’s LTIP
payments to its executives.

Q. What is the purpose of Empire’s LTIP compensatin?

A. According to Empire’s 2016 SEC Form DEF 14A, Hmis longterm, stock-based
incentive compensation plan is designed to proranteppropriate focus of its executives
the creation of stockholder value.

Q. Is Empire’s LTIP compensation paid in cash to Emire’s executives?

A. No. LTIP consist of time-vested restricted &aevards and performance-based restricted
stock awards commonly referred to as stock-basegbensation.

Q. What is stock-based compensation?

A. Many companies supplement cash compensationvayding to employees common stock

ownership of the company or the right to buy conypaommon stock at a discount from
current market price. This is commonly referredsostock-based compensation or equity-
based compensation. In Financial Accounting Stahti®. 123, the Financial Accounting
Standards Board (“FASB”) defined stock-based engd@ayompensation plans as plans that:

. Include all arrangements by which employees wecshares of
stock or other equity instruments of the employethe employer
incurs liabilities to employees in amounts basedhanprice of the

25
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Q.

employer's stock. Examples are stock purchase,éock options,
restricted stock, and stock appreciation rights.

Has Empire provided any new evidence showing whyts stock-based long-term
incentive compensation should be included in utilt rates, i.e. that it provides a

ratepayer benefit?
No.

Has the Commission recognized stock-based compation as compensation that

should be reflected in a utility’s cost of service?

No. To my knowledge, the Commission has neviemald rate recovery of stock-based

compensation.

If it was determined that Empire’s long-term stack-based compensation provided
benefit to utility ratepayers and utility operations, would there still be significant issues

with including this compensation in Empire’s cost bservice?

Yes. Stock-based compensation is not a knowinna@asurable expense. Much, if not all,

of this compensation is based on future movemarttsei utility’s common stock price.

VIIl. LOSS ON RETIREMENT OF ASSETS —RIVERTON/ASBURY

Q.

Is Empire seeking rate recovery of its loss oretirement of Riverton and Asbury
plant assets by including this loss in rate base drby recovering this loss through an

income statement amortization?

Yes. Inits direct filing, Empire is seekingdbarge its ratepayers $2,955,128 related to
what it describes as a Asbury/Riverton Reservedigfcy. This includes a return on
rate base of $1,023,998 (rate base amount of $&63%X pre-tax rate of return of

10.605%) and an amortization to account 404c A3311,,130. These amounts are
26
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reflected in the direct testimony of Empire witn&gan Owens as well as supporting
documents “Revenue Requirement Schedule BSO-1'tg“"RBase Schedule BSO-2 and
Income Statement Adjustment Schedule BSO-4" (IiD&) 1

Can utility plant that is already retired from p lant in service have a reserve

deficiency?

No. A reserve deficiency cannot exist if thex@o reserve on the books for that plant.

Empire is seeking rate recovery in the future forelRon 7 that was retired in 2014.

Does Empire’s books and records include any plardr reserve account balances for

the Riverton and Asbury plant that has been retire®

No. A reserve deficiency cannot exist if thex@o reserve on the books for that plant. A
deficiency can only exist if there are dollars ba tompany’s balance sheet associated
with that deficiency. There are no dollars on Emgibooks and records for retired plant

such as Riverton 7 and Asbury 2.

Empire has no plant or reserve account balanedgkddRiverton or Asbury plant
because it is retired from utility service. The@anting journal entry made to Empire’s
plant and reserve accounts when it retired the Asand Riverton units removed all of
the plant and depreciation reserve amounts fromi&sgpooks and records.

Can a plant depreciation reserve account that lebeen retired and no longer exits

have an under accrual of depreciation?

No, it cannot. Therefore, the amount of any uratcrued depreciation expense on plants

retired from utility service is actually a loss tirement of the assets.

The term “reserve deficiency” is typically useddescribe a depreciation reserve (contra
asset) account balance related to utility plarsgirvice and is actually “used and useful”

in the provision of utility service.
27
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When the depreciation reserve for that plant inisergets significantly out of balance
with the balance in the plant account, a situatedarred to as a “reserve deficiency”
exists. If the reserve is under-accrued andisf @ver-accrued, it is referred to as reserve
imbalance. When a reserve deficiency or excessvwedalance is determined to exist,
depreciation rates (including adjustments for cdsemoval or salvage value) are
typically adjusted to moderate or eliminate theaeficy or excess of depreciation

expense included in the reserve.

The “deficient” reserve Empire is trying to recovem its customers in this case is not
associated with current plant in service but threnfer plants in service. Therefore, no

current reserve deficiency exists to be recoveraah ratepayers.

Is the issue of Empire’s loss on retirement ofssets an issue that was addressed in

Empire’s previous rate case?

Yes. In Robert Sager’s direct testimony in Cge ER-2014-0351 (“2014 rate case”),
he stated Asbury 2 was retired on December 31, 2@@Riverton 7 was retired earlier
than anticipated in June 2014. Mr. Sager alsedtttat in the Case No. ER-2012-0345
(2012 rate case"ptipulation and Agreemerthe depreciation rates for Riverton 7 and
Riverton 8 were increased to prepare for the exgeatirements of these units in 2016

when Riverton 12 comes on line as a combined aymie

However, as a result of an unscheduled outagenia 312014, Empire decided to retire
Riverton 7 in 2014, approximately two years priothiie scheduled 2016 retirement date.
Mr. Sager at that time proposed that, despite Rover already being retired and no
longer used and useful plant in service, Empirallmeved to continue to record and

recover through rates the depreciation expensRifarton 7.

In his rebuttal testimony to the direct testimofyvis. Sager in the 2014 rate case, Staff
witness John Robinette disagreed with the proposatinuation of depreciation of the
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retired plants Riverton 7 and Asbury 2. The ba$iStaff's position was that
depreciation should not be charged on plant nodohgsed and useful” as required by
Section 393.135 RSMo.

The issue in 2014 rate case was resolved in thenisston’sReport and Order The
Commission accepted the agreement that “Depreniafi&Riverton Unit 7 and Asbury

Unit 2 will be discontinued...”

In the current rate case, Empire consultant ThaBudisran proposes Empire amortize
the undepreciated portion of its investment inrdeently retired Riverton steam Units 7
and 8 and Riverton combustion turbine 9 as welhascost of decommissioning Riverton

Units 7,8 and 9 over a five-year period.

You have described this issue as a “loss on meiment” of plant assets and not a
“reserve deficiency”. Does the Commission have ageral policy on ratemaking
treatment of gains and losses related to the salémant assets?

Yes. In Case No. ER-77-118 involving KCPL, themmission held ratepayers do not
become owners of the utility by paying their wiliiills and therefore are not entitled to

benefit from any gains on sale of plant. InR&sport and Orderthe Commission ruled:

It is the Commission's position that ratepayersooacquire any
right, title and interest to the Company's propsityply by paying
their electric bills. 1t should be pointed out ti@mpany investors
finance Company while Company's ratepayers pagakeof
financing and do not thereby acquire an ownershgtjon.
Therefore, the Commission finds that the dispos&lampany
property at a gain does not entitle its ratepaiesenefit from that
gain nor does the disposal of Company propertyl@ésarequire
that Company's ratepayers absorb that loss.
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A few years later, in Case No. GM-81-368 involvisgsociated Natural Gas ("ANG”),
the Commission again ordered that the gain ondfalélity assets recognized by ANG

should be treated below-the-line for rate purposes.

In Case Nos. WM-82-147, WM-82-192, WR-83-14 and&R15, respecting Missouri
Cities Water Company, the Commission again ordgesas on the sale of utility assets
should be treated as below-the-line for ratemakingoses. The Commission once again
addressed the gains on asset sales issue in Case®d5-185 and EO-85-224 (“EO-
85-185 case”). In that case, the Commission agnedKCPL's position that ratepayers
have no property interests in the utility assetsyéwver, it said that "this fact alone does

not dictate below the line accounting treatmentafgain on utility assets."”

The Commission's ruling in the EO-85-185 case didassign any portion of the gains to
KCPL's ratepayers and allocates all of the gaik@®L’s shareholders. At page 31 of its
Report and Orderthe Commission stated:

Traditionally the Commission has treated gainshensiale of
utility assets below the line. In Re: Missouri €g&iWater, 26 Mo.
P.S.C. (H.S.) 1 (1983) and Re: Associated Natues, @6 Mo.
P.S.C. (N.S.) 237 (1983), the Commission treatedytin on
depreciable utility property below the line. Howevie those cases
the Commission did not base its decision on a sladdler property
right theory as the Commission did in Re: Kansag Bower and
Light, supra. The Commission stated in both casaiskielow the
line treatment did not indicate a general policybbth cases the
Commission considered the arguments advanced ffyirsthe
instant case and considered the reasoning of thteid@iCourt of
Appeals in the DCC case. In Re: Missouri Cities, @ommission
suggested that the gain need not necessarily éedréelow the
line and discussed methods whereby a sharing ajdalmemight be
accomplished.

The Commission stated that the gain on sale ofatinet should be treated below-the line

(accrue 100 percent to shareholders) as propos&€PBy. in that case.
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Q.

In any of the cases cited above where the Comrsign decided the appropriate
ratemaking treatment of gains on sale of plant ast® did the Commission ever
decide that gains should accrue to utility ratepayes or even be shared between

ratepayers and shareholders?

No. Based on my review, the Commission awattiedjain to shareholders in 100
percent of the cases. In each of these caseSaimenission reasoned ratepayers are not
entitled to gain on the sale of utility assetsst#inds to reason, then, the Commission
would be consistent and rule that losses on tleedfaltility assets should not be charged

to ratepayers.

Is the Commission’s general position on plant gas and losses consistent with how

Empire has treated gains on sale or disposition gflant assets in the recent past?

Yes. Empire recognized a gain on the sale afat unit train in 2007. In its
explanation of the gain in 2008 annual report ®3EC (Form 10-K), Empire showed
how it decides whether or not gains on the saltisposal of utility plant assets should
accrue to shareholders. Ultility plant accountinigs allow Empire’s shareholders to
enjoy the benefits of a gain on sale of plant as$¢he specific plant in question is what
Empire would classify as an “operating unit”. hktplant that is sold or otherwise
disposed of (retired) was not classified by Empsean operating unit, Empire said it
would record the gain or the loss on the transadbiche plant depreciation reserve.

This explanation is spelled out below:

We recognized a $1.2 million gain in the fourth geaof 2007
from the sale of our steel unit train set

In 2007, we sold our steel unit train set, whichhae previously
leased to another utility. We currently lease danenanum unit
train on a full time basis and a second set iel@as an interim
basis. These trains deliver Western coal to thauAsBlant.
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Property, Plant & Equipment - The costs of addisito utility
property and replacements for retired propertysuaie
capitalized. Costs include labor, material and lacation of
general and administrative costs, plus an allowémctinds used
during construction (AFUDC).

The original cost of units retired or disposed iodl éhe costs of
removal are charged to accumulated depreciatidassithe
removed property constitutes an operating unithisicase a gain
or loss is recognized upon the disposal of theta¥ée recognized
a $1.2 million gain from the sale of our unit tranthe fourth
quarter.

Q. Did Empire file testimony before the Commissiorasserting that gains on the sale of

utility property should accrue to the benefit on Enpire’s shareholders?

A. Yes. In the rebuttal testimony of Empire witaé&obert Sager in Case No. ER-2012-
0345, Staff Data Request 240 showed Empire prowigedain on the sale of the utility
asset (an Asbury steel unit train used to transgaat) to its shareholders. In that rate
case, Mr. Sager opposed allocating any portioh@fain on the sale of assets to

Empire’s ratepayers.

Q. What basis did Mr. Sager use to justify allocatig all of the gain on the sale of the

Asbury unit train to Empire’s shareholders?
A. His justification was that it was allowed by tRERC’s Uniform System of Accounts.

Q. Has the Commission adopted the FERC USOA andageired Missouri utilities to
keep their books and records in accordance with thelSOA?

A. Yes, unless the utility has sought and beentgcha waiver or variance by the
Commission. Commission Rule 4 CSR 240-20.030 Wmf8ystem of Accounts—

Electrical Corporations (Commission’s USOA Rulejtss:
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Q.

A.

(1) Beginning January 1, 1994, every electricapoaation subject
to the commission’s jurisdiction shall keep all @awts in
conformity with the Uniform System of Accounts Rmelsed for
Public Utilities and Licensees subject to the psoons of the
Federal Power Act, as prescribed by the Federalgyne
Regulatory Commission (FERC) and published at 1B €&rt 101
(1992) and 1FERC Stat. & Regs. paragraph 15,00 Xaosving
(1992), except as otherwise provided in this rule.

What is included in the USOA?
According the Commission, the USOA:

1. Provides instruction for recording financidlanmation about
electric utilities.

2. Contains definitions, general instructionsceie plant
instructions, operating expense instructions, acdants that
comprise the balance sheet, electric plant, incaperating
revenues, and operation and maintenance expenses.

Does the Commission’s USOA Rule have any effem utility ratemaking in the

state of Missouri?

No. While the Commission’s FERC USOA rule igeay important and necessary rule
for effective regulation of Missouri utilities, theule has no impact on the Commission’s

ratemaking decisions. The Commission made thig clear:

(4) In prescribing this system of accounts, the mwossion does not
commit itself to the approval or acceptance of iy set out in
any account for the purpose of fixing rates oretedmining other
matters before the commission.

Since the Commission’s ratemaking decisions origmt-related gains and losses are
not controlled by the FERC USOA, and since the Comission has consistently

33



N

© 00 N o 0o b~ W

10

11

12
13
14
15
16
17

18

19
20

21
22
23
24

Direct Testimony of
Charles R. Hyneman
Case No. ER-2016-0023

passed through plant-related gains to shareholdersiow should the Commission

treat Empire’s loss on retirement of assets in thisate case?

The Commission has had a general policy of Hoténg ratepayers to share in gains on

determination that ratepayers do not acquire agh rtitle, or interest to the Company's
property simply by paying their electric bills. &gk the Commission has a reason why it
should not continue this general policy in thisezasshould not allow rate recovery of
what Empire calls “reserve deficiency”. No ratsd&eatment and no amortization of
the losses on the retirement of these former asbetdd be allowed in this rate case.

OPC'’s position is that no expense trackers, withexception of Empire’s prepaid

pension asset, should be included in rate baspertse trackers are simply mechanisms
to track the payment and recovery of expenses. Weétexception of the prepaid pension
asset, they do not represent prepayments, worlapigat, or capital investments. Empire

has not provided any evidence in its direct filtogsupport rate base inclusion of its

Does OPC have concerns with the cost of serviaecome tax expense calculation

A.
dispositions of utility plant. This policy is baken part, on the Commission's
IX. EXPENSE TRACKERS IN RATE BASE
Q. What is OPC'’s position on expense trackers in ta base in this case?
A.
expense trackers.
X. INCOME TAX EXPENSE
Q.
included in Empire’s direct filing?
A.

Yes OPC is concerned Empire is not reflecting in itstad service all tax deductions and
tax credits related to its electric utility opeosis allowed to take under its “stand-alone”
income tax calculation. For example, Empire did reftect the Domestic Production
Activities Deduction (“DPAD?”).
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Q.

A.

What is the DPAD?

The American Jobs Creation Act of 2004 authorip#®AD for income attributable to

certain manufacturing and domestic production digis/ conducted in the United States.
The DPAD amount is deducted from net income invifegi taxable income. This special
deduction is allowable under Internal Revenue QHRE), Section 199 and is based upon
taxable income derived from the production of eleity. For 2015, the deduction is 9% of

electricity production taxable income.
What is the stand-alone income tax method of aallating utility income tax expense?

There are two primary methods to reflect incame expense in a utility’s cost of service.
The first method is called the “stand alone methibdit treats the utility as a stand-alone
company and calculates its income tax expensesinost of service solely on regulated
utility operations. This method does not allow tfee reflection of any financial information
associated with the utility's affiliates includings affiliated parent company and

nonregulated operations.

The second method is referred to as “tensolidated method.” that, if designed
appropriately, may actually be a better methocefleet income tax expense of the utility.
The consolidated method reflects the actual incdee liability of the consolidated
company (both utility and non-utility operationsidaallocates @ro rata share of the actual
income tax expense attributable to each individumity. Under this method, a regulated
utility would be compensated for the fact it alayenerates most if not all of the taxable
income. Without the generation of taxable incomene of the affiliated income tax
deductions, such as net operating losses, caneloleans! will expire without providing any
value. It is usually only the positive taxableanee generated by the regulated utility that
gives these affiliated non-regulated tax deductioe$ operating losses, and tax credits any

value.
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Q.

A.

Which of the two income tax calculations does Epire employ in its cost of service?
Empire uses the stand-alone income tax methedlofilating income tax expense.

Are there legitimate reasons why Empire would noreflect the DPAD in its income tax

calculation in this rate case?

Yes. There are reasons why a regulated utifita stand-alone basis will not have sufficient
taxable income to reflect in cost of service al thx deductions and credits it is allowed to
take given sufficient taxable income. For examplxmngress has extended bonus
depreciation to 2015 and 2016. Therefore, bonusedeion tax deductions may have
reduced Empire’s taxable income on which the déalucbuld be applied to $0.

However, OPC’s concern with Empire in this rateecs that it calculates its cost of service
income tax expense using the “stand-alone tax” ogktbr some income tax deductions but
uses the “consolidated” method for others. Thomsistent application of tax methods
allows a utility not to reflect a tax deductionaotax credit in its cost of service income tax
calculation because its’ consolidated income tdoutation does not have sufficient taxable

income to all for the deduction or credit.

Did OPC attempt to determine if Empire included all of its allowed income tax
deductions and credits in the calculation of incom&ax expense in its direct filing?

Yes. OPC attempted to obtain this data in OR@ tequest 1005 as transcribed here:

OPC Question: Please list each and every incoxnéeduction that
the Company could have taken in its income taxutaion in this
rate case but chose not to include in the calculadf income tax
expense. Please provide a detailed explanation thrydeduction
was not taken in the Company’s cost of servicediln this case.

Empire Response: EDE included book/tax timingetidhces related
to depreciation and Contributions in Aid of Constion as well as
non-deductible expenses in its income tax calanain this case.

36



A WNPRF

0 N O O

10

11
12
13
14
15
16
17

18

19

20
21
22
23
24

Direct Testimony of
Charles R. Hyneman
Case No. ER-2016-0023

XI.

EDE did not include other book/tax timing differesowhich do not
change the cost of service computation result ereiyp change the
mix between current and deferred income tax expense

Empire’s answer to this question was to list whatdluded in its income tax calculation but
not to provide a list of each and every tax deduactind tax credit that “could” have reflect
in its calculation but chose not to include, sushttee DPAD. OPC will be pursuing this

issue further with Empire and address the issee ilathis rate case.

What is OPC’s position on the appropriate incomeax calculation to use to set rates

for Missouri ratepayers?

OPC is open to the use of the stand-alone methadprudent and reasonable consolidated
method as long as the method is applied consigtelfitihe stand alone method is used, as it
IS in this case by Empire, OPC’s position is thitiaax deductions and tax credits associated
with regulated utility operations should be reféetin a utility’'s cost of service. If a utility

proposes to charge its ratepayers higher incomexp&nse than would be required based
on a true application of the stand alone tax catmi, it should seek to use the consolidated

income tax calculation for cost of service ratemghpurposes.

RIVERTON 12 CONSTRUCTION AUDIT

Q.

A.

Did OPC conduct a separate constructiorudit for Riverton 127?

No. However, OPC is aware Staff is cotlgeconducting a Riverton 12 construction audit.
Staff addressed this audit beginning at page hef3taff Report Revenue Requirement
(“Staff Report”) filed on March 25, 2016. At pageo8the Staff Report, it was noted that
Staff is continuing to conduct the constructioniaodl Riverton 12 and will “provide the

results of that audit during the true-up phaséisfriate case proceeding.”

37



© 00 N O

10

11

12

Direct Testimony of
Charles R. Hyneman
Case No. ER-2016-0023

Q.

In its direct testimony is OPC proposingany adjustments to the Riverton 12

construction costs sought by Empire to be includenh this rate case?
No.

Will OPC potentially propose adjustmentdo the Riverton 12 construction cost in its

true-up direct testimony?

Yes. In addition to data request respensonstruction change orders, Staff's constmctio
audit findings, and the actual construction budgéhe March 31, 2016 true-up cutoff date,
OPC may propose adjustments in its true-up diestinbony. Currently this is scheduled for
June 15, 2016.

Does this conclude your testimony?

Yes.
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CHARLESR.HYNEMAN

CASE PARTICIPATION

Date Filed Case Name Case Number Issue Exhibit
3/4/16 | Missouri American WR-2016-0301 |[Environmental Cost Adjustment Surrebuttal
Water Company Mechanism (ECAM)/ Short-Term
Incentive Compensation /Long-Tel]
Incentive Compensation/ Income
Taxes/Normalization
Violation/Ratemaking
Principles/Pension Trackers/
2/11/16 | Missouri American WR-2016-0301 |Ratemaking Theory/ Single-Issue | Rebuttal
Water Company Ratemaking/ Regulatory Lag/
Revenues/ Environmental Cost
Adjustment Mechanism (ECAM)/
Revenue Stability Mechanism (RS
12/23/15 | Missouri American WR-2016-0301 |Infrastructure System Replacemen Direct
Water Company Surcharge/ Rate case expense/
Severance Payments/ Charitable
Contributions/ Lobbying/ Shared
Services Adjustments/ Water
Affiliate Transaction Rule/Cost
Allocation Manual
12/18/15 | Kansas City Power & | EC-2015-0309 |Affiliate Transactions Complaint Cag Surrebuttal
Light Company
8/21/15 [Kansas City Power & | EC-2015-0309 |Affiliate Transactions Complaint Cagy Direct
Light Company
7/07/15 |[Kansas City Power & | ER-2014-0370 | La Cygne Construction Audit True-Up
Light Company Direct
6/05/15 [Kansas City Power & | ER-2014-0370 | Corporate Allocation Surrebuttal
Light Company Affiliate Transactions
5/07/15 |[Kansas City Power & | ER-2014-0370 | Regulatory Lag Rebuttal
Light Company
4/03/15 | Kansas City Power & | ER-2014-0370 | Corporate Allocation Staff
Light Company Affiliate Transactions Report -
Officer Expenses Revenue
Requireme
nt - Cost of
Service
3/31/15 [ Missouri Gas Energy | GO-2015-0179 | Infrastructure system replacement Staff
surcharge (ISRS) Recommen
dation
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Date Filed Case Name Case Number Issue Exhibit
3/31/15 | Laclede Gas Company] GO-2015-0178 | Infrastructure system replacement Staff
surcharge (SISRS) Recommen
dation
11/13/14 | Missouri American WO-2015-0059 | Infrastructure system replacement Staff
Water Company surcharge (ISRS) Recommen
dation
9/23/14 | Laclede Gas Company] GR-2015-0026 | Infrastructure system replacement Staff
surcharge (ISRS) Recommen
dation
9/23/14 | Missouri Gas Energy | GR-2015-0025 | Infrastructure system replacement Staff
surcharge (ISRS) Recommen
dation
6/20/14 | Kansas City Power anq¢ EO-2014-0189 | Affiliate Transactions - Staff Rebuttal
Light Company, Kansal submission of Proposed Cost
City Power and Light Allocation Manual for KCPL and
Company-Greater GMO
Missouri Operations,
Transource Missouri
01/30/2013| Kansas City Power anq EA-2013-0098 | KCPL/GMO Transfer of SPP Rebuttal
Light Company, Kansal] EO-2012-0367 | Transmission Project NTCs to
City Power and Light Transource Missouri, Waiver of
Company-Greater Missouri PSC Affiliate Transaction
Missouri Operations, Rules
Transource Missouri
10/10/2012| Kansas City Power anq ER-2012-0175 | Fuel Adjustment Clause Deferred | Surrebuttal
Light Company-Greate Taxes, Hedge Settlements, FAS 87
Missouri Operations, Pension Plan Actuarial Assumption
Transource Missouri Supplemental Executive Retiremen|
Plan (SERP), Southwest Power Po
Transmission Expenses, Regulator
Lag
09/12/2012| Kansas City Power an¢ ER-2012-0175 | Regulatory Lag Rebuttal

Light Company-Greate
Missouri Operations,

Transource Missouri
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Date Filed Case Name Case Number Issue Exhibit
08/13/2012| Kansas City Power an¢ ER-2012-0175 | Income Tax Expense, Accumulated Direct
Light Company-Greate Deferred Income Taxes, FAS 87
Missouri Operations, Pension costs, FAS 106 OPEBs,

Transource Missouri Supplemental Executive Retiremen|

Plan (SERP), Organizational
Realignment/Voluntary Separation
(ORVS), Regulatory Lag, SPP
Admin Fees, Transmission Expens
Hedge Settlements
10/08/2012| Kansas City Power anq ER-2012-0174 | Kansas City Income Tax Expense, | Surrebuttal
Light Company FAS 87 Pension costs, FAS 106
OPEBSs, Supplemental Executive
Retirement Plan (SERP), Southweq
Power Pool Transmission Expense
latan 2 Advanced Coal Tax Credit
09/05/2012| Kansas City Power an¢ ER-2012-0174 | Regulatory Lag Rebuttal
Light Company
08/02/2012| Kansas City Power an¢ ER-2012-0174 | Income Tax Expense, Accumulated Direct
Light Company Deferred Income Taxes, FAS 87
Pension costs, FAS 106 OPEBs,
Supplemental Executive Retiremen
Plan (SERP), Organizational
Realignment/Voluntary Separation
(ORVS), Regulatory Lag, SPP
Admin Fees, Transmission Expens
03/21/2012| Kansas City Power anq¢ EO-2011-0390 | GMO Hedging Rate Case History, | Rebulttal
Light Company-Greate Accounting for Hedging Activities
Missouri Operations
05/12/11 | Laclede Gas Company] GC-2011-0098 | Affiliate Transactions Surrebuttal
04/28/11 | The Empire District ER-2011-0004 | latan 2 Project Construction Surrebuttal
Electric Company Disallowances
04/19/11 | Laclede Gas Company] GC-2011-0098 | Affiliate Transactions Rebuttal
03/22/11 | Laclede Gas Company] GC-2011-0098 | Affiliate Transactions Direct
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Date Filed Case Name Case Number Issue Exhibit
02/25/11 | The Empire District ER-2011-0004 | latan 1 and latan 2 and Common Staff's
Electric Company Plant Construction Audit and Constructio
Prudence Review n Audit
And
Prudence
Review Of
latan
Constructio
n Project
For Costs
Reported
As Of
October
31, 2010
02/23/11 | The Empire District ER-2011-0004 | Generally Accepted Auditing Direct
Electric Company Standards (GAAS)/ latan 1 and latg
2 and Common Construction Audit
and Prudence Review/Plum Point
Construction Audit and Prudence
Review
02/23/11 | The Empire District ER-2011-0004 | Staff's Construction Audit and Cost of
Electric Company Prudence Review of Plum Point Service
Report
02/22/11 | Kansas City Power anq ER-2010-0356 | latan Construction Audit and True-Up
Light Company-Greate Prudence Review Direct
Missouri Operations
02/22/11 | Kansas City Power anq ER-2010-0355 | latan Construction Audit and True-Up
Light Company Prudence Review Direct
01/12/11 | Kansas City Power anq ER-2010-0356 | latan Construction Project Surrebuttal
Light Company-Greate
Missouri Operations
01/05/11 | Kansas City Power and ER-2010-0355 | latan Construction Project Surreby
Light Company
12/15/10 | Kansas City Power an¢ ER-2010-0356 | latan Construction Project Rebuttal
Light Company-Greate
Missouri Operations
12/08/10 | Kansas City Power and ER-2010-0355 | Ilatan Construction Project Rebutt
Light Company
11/18/2010| Kansas City Power anq ER-2010-0356 | latan Construction Project Cost of
Light Company-Greate Service
Missouri Operations Report
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Issue

Exhibit

11/17/10

Kansas City Power ang
Light Company-Greate
Missouri Operations

ER-2010-0356

Overview latan Unit 1 AQCS, latan
and latan Common Plant; GAAS

Direct

11/10/10

Kansas City Power an
Light Company

d ER-2010-0355

Overview latan Unit 1 AQCS, lata
and latan Common Plant; GAAS

h 2 Direct

11/10/2010

Kansas City Power ang
Light Company

ER-2010-0355

latan Construction Project

Cost
Service
Report

11/04/10

Kansas City Power ang
Light Company-Greate
Missouri Operations

ER-2010-0356

latan 1 and latan 2 and Common
Plant Construction Audit and
Prudence Review

Staff's
Constructio
n Audit
And
Prudence
Review Of
latan
Constructio
n Project
For Costs
Reported
As Of June
30, 2010

11/04/10

Kansas City Power ang
Light Company

ER-2010-0355

latan 1 and latan 2 and Common
Plant Construction Audit and
Prudence Review

Staff's
Constructio
n Audit
And
Prudence
Review Of
latan
Constructio
n Project
For Costs
Reported
As Of June

30, 2010
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08/06/2010

Kansas City Power ang
Light Company-Greate
Missouri Operations

ER-2010-0356

latan 1 AQCS Construction Audit
and Prudence Review

Staff's
Constructio
n Audit
And
Prudence
Review Of
latan 1
Environme
ntal
Upgrades
(Air
Quality
Control
System -
AQCS) For
Costs
Reported
As Of
April 30,
2010

08/06/2010

Kansas City Power ang
Light Company

ER-2010-0355

latan 1 AQCS Construction Audit
and Prudence Review

Staff's
Constructio
n Audit
And
Prudence
Review Of
latan 1
Environme
ntal
Upgrades
(Air
Quality
Control
System -
AQCS) For
Costs
Reported
As Of
April 30,
2010
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Date Filed Case Name Case Number I'ssue Exhibit
01/01/2010| Kansas City Power an¢ ER-2009-0090 | latan 1 AQCS Construction Audit Staff's
Light Company-Greate and Prudence Review Report
Missouri Operations Regarding
Constructio
n Audit
and
Prudence
Review of
Environme
ntal
Upgrades
to latan 1
and latan
Common
Plant
12/31/2009| Kansas City Power anq ER-2009-0089 | latan 1 AQCS Construction Audit Staff's
Light Company and Prudence Review Report
Regarding
Constructio
n Audit
and
Prudence
Review of
Environme
ntal
Upgrades
to latan 1
and latan
Common
Plant
04/09/2009( Kansas City Power anq ER-2009-0090 | Transition costs, SJLP SERP, Surrebuttal
Light Company-Greate Acquisition Detriments, Capacity
Missouri Operations Costs, Crossroads Deferred Taxes
04/07/2009| Kansas City Power anq ER-2009-0089 Transition Costs, Talent Surrebuttal
Light Company Assessment Program, SERP,
STB Recovery, Settlements,
Refueling Outage, Expense
Disallowance
03/13/2009| Kansas City Power anq¢ ER-2009-0090 | Crossroads Energy Center, Rebuttal
Light Company-Greate Acquisition Saving and Transition
Missouri Operations Cost Recovery

Schedule CRH-d1
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Date Filed Case Name Case Number Issue Exhibit

03/11/2009| Kansas City Power an¢ ER-2009-0089 | KCPL Acquisition Savings and Rebuttal
Light Company Transition Costs

02/27/2009| Kansas City Power an¢ ER-2009-0090 Various Ratemaking issues Cost of
Light Company-Greate Service
Missouri Operations Report

02/11/2009| Kansas City Power an¢ ER-2009-0089 | Corporate Costs, Merger Costs, Cost of
Light Company Warranty Payments Service

Report

09/24/2007| Kansas City Power an¢ ER-2007-0291 | Miscellaneous A&G Expense Surrebuttal
Light Company

07/24/2007| Kansas City Power an¢ ER-2007-0291 | Miscellaneous Cost of
Light Company Service

Report

07/24/2007| Kansas City Power an¢ ER-2007-0291 | Talent Assessment, Severance, Direct
Light Company Hawthorn V Subrogation Proceeds

03/20/2007| Aquila, Inc. d/b/a ER-2007-0004 | Hedging Policy Surrebuttal
Aquila Networks-MPS Plant Capacity
and Aquila Networks-
L&P

02/20/2007| Aquila, Inc. d/b/a ER-2007-0004 Natural Gas Prices Rebuttal
Aquila Networks-MPS
and Aquila Networks-
L&P

01/18/2007| Aquila, Inc. d/b/a ER-2007-0004 | Fuel Prices Direct
Aquila Networks-MPS Corporate Allocation
and Aquila Networks-
L&P

11/07/2006| Kansas City Power anq ER-2006-0314 | Fuel Prices True-Up
Light Company

10/06/2006| Kansas City Power anq ER-2006-0314 | Severance, SQ.iability, Corporate | Surrebuttal
Light Company Projects

08/08/2006| Kansas City Power anq ER-2006-0314 | Fuel Prices Direct
Light Company Miscellaneous Adjustments

12/13/2005|  Aquila, Inc. d/b/a ER-2005-0436 | Natural Gas Prices; Supplementg Surrebuttal

Aquila Networks-MPS
and Aquila Networks-
L&P

Executive Retirement Plan Costs
Merger Transition Costs

Schedule CRH-d1
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Date Filed Case Name Case Number I'ssue Exhibit
12/13/2005| Aquila, Inc. d/b/a HR-2005-0450 | Natural Gas Prices; Supplemental | Surrebuttal
Aquila Networks-MPS Executive Retirement Plan Costs;
and Aquila Networks- Merger Transition Costs
L&P
11/18/2005| Aquila, Inc. d/b/a ER-2005-0436 | Natural Gas Prices Rebuttal
Aquila Networks-MPS
and Aquila Networks-
L&P
10/14/2005| Aquila, Inc. d/b/a ER-2005-0436 | Corporate Allocations, Natural Gas| Direct
Aquila Networks-MPS Prices
and Aquila Networks- Merger Transition Costs
L&P
10/14/2005| Aquila, Inc. d/b/a HR-2005-0450 | Corporate Allocations, Natural Gas| Direct
Aquila Networks-MPS Prices
and Aquila Networks- Merger Transition Costs
L&P
02/15/2005( Missouri Gas Energy| GU20050095 Accounting Authority Order Direct
01/14/2005( Missouri Gas Energy GU20050095 | Accounting Authority Order Direct
06/14/2004{ Missouri Gas Energy GR20040209 | Alternative Minimum Tax; Surrebuttal
Stipulation Compliance; NYC
Office; Executive Compensation;
Corporate Incentive Compensation
True-up Audit; Pension Expense;
Cost of Removal; Lobbying.
04/15/2004{ Missouri Gas Energy GR20040209 | Pensions and OPEBSs; True-Up Direct
Audit; Cost of Removal; Prepaid
Pensions; Lobbying Activities;
Corporate Costs; Miscellaneous
Adjustments
02/13/2004{ Aquila, Inc. d/b/a HR20040024 | Severance Adjustment; Supplemen Surrebuttal
Aquila Networks-MPS Executive Retirement Plan;
and Aquila Networks- Corporate Cost Allocations
L&P
02/13/2004|{ Aquila, Inc. d/b/a ER20040034 | Severance Adjustment; Corporate | Surrebuttal

Aquila Networks-MPS
and Aquila Networks-
L&P

Cost Allocations; Supplemental
Executive Retirement Plan

Schedule CRH-d1
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Date Filed Case Name Case Number Issue Exhibit
01/06/2004| Aquila, Inc. GR20040072 | Corporate Allocation Adjustments; Direct
Reserve Allocations; Corporate Pla
12/09/2003| Aquila, Inc. d/b/a HR20040024 | Current Corporate Structure; Aquilg  Direct
Aquila Networks-MPS Financial Problems; Aquila’s
and Aquila Networks- Organizational Structure in 2001;
L&P Corporate History; Corporate Plant
and Reserve Allocations; Corporatsg
Allocation Adjustments
12/09/2003] Aquila, Inc. d/b/a ER20040034 | Corporate Plant and Reserve Direct
Aquila Networks-MPS Allocations; Corporate Allocation
and Aquila Networks- Adjustments; Aquila’s Financial
L&P Problems; Aquila's Organizational
Structure in 2001; Corporate Histor
Current Corporate Structure
03/17/2003| Southern Union Co. GM20030238 | Acquisition Detriment Rebuttal
d/b/a Missouri Gas
Energy
08/16/2002 The Empire District ER2002424 | Prepaid Pension Asset; FAS 87 Direct
Electric Company Volatility; Historical Ratemaking
Treatments-Pensions & OPEB Cos
Pension Expense-FAS 87 & OPEB
Expense-FAS 106; Bad Debt
Expense; Sale of Emission Credits;
Revenues
04/17/2002| UtiliCorp United, Inc. G02002175 | Accounting Authority Order Rebuttal
d/b/a Missouri Public
Service & St. Joseph
Light & Power
01/22/2002| UtiliCorp United, Inc. ER2001265 Acquisition Adjustment Surrebuttal
d/b/a Missouri Public
Service
01/22/2002 UtiliCorp United, Inc. EC2001265 | Acquisition Adjustment; Corporate | Surrebuttal
d/b/a Missouri Public Allocations;
Service
01/08/2002| UtiliCorp United, Inc. EC2002265 | Acquisition Adjustment Rebuttal
d/b/a Missouri Public
Service
01/08/2002| UtiliCorp United, Inc. ER2001672 | Acquisition Adjustment Rebuttal

d/b/a Missouri Public
Service
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CHARLESR.HYNEMAN

CASE PARTICIPATION

Date Filed Case Name Case Number I'ssue Exhibit
12/06/2001] UtiliCorp United, Inc. ER2001672 | Corporate Allocations Direct
d/b/a Missouri Public
Service
12/06/2001] UtiliCorp United, Inc. EC2002265 | Corporate Allocations Direct
d/b/a Missouri Public
Service
04/19/2001| Missouri Gas Energy,] GR2001292 | Revenue Requirement; Corporate Direct
a Division of Southern Allocations; Income Taxes;
Union Company Miscellaneous Rate Base
Components; Miscellaneous Incom
Statement Adjustments
11/30/2000| Holway Telephone TT2001119 | Revenue Requirements Rebuttal
Company
06/21/2000( UtiliCorp United, Inc. / EM2000369 | Merger Accounting Acquisition Rebuttal
The Empire District
Electric Company
05/02/2000| UtiliCorp United, Inc. /| EM2000292 Deferred Taxes; Acquisition Rebuttal
St. Joseph Light and Adjustment; Merger Benefits; Merg
Power Premium; Merger Accounting;
Pooling of Interests
03/01/2000 Atmos Energy GM2000312 | Acquisition Detriments Rebuttal
Company and
Associated Natural Ga
Company
09/02/1999 Missouri Gas Energy G099258 Accounting Authority Order Rebuttal
04/26/1999 Western Resources Inq EM97515 Merger Premium; Merger Rebuttal
and Kansas City Powe Accounting
and Light Company
07/10/1998| Missouri Gas Energy, GR98140 SLRP AAOs; Reserve; Deferred True-Up
a Division of Southern Taxes; Plant
Union Company
05/15/1998| Missouri Gas Energy, GR98140 SLRP AAOs; Automated Meter Surrebuttal
a Division of Southern Reading (AMR)
Union Company
04/23/1998| Missouri Gas Energy, GR98140 Service Line Replacement Progran| Rebuttal
a Division of Southern Accounting Authority Order
Union Company
03/13/1998| Missouri Gas Energy, GR98140 Miscellaneous Adjustments; Plant; Direct

a Division of Southern

Union Company

Reserve; SLRP; AMR; Income and

Property Taxes;
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CHARLESR.HYNEMAN

CASE PARTICIPATION
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11/21/1997| UtiliCorp United, Inc. ER97394 OPEB's; Pensions Surrebuttal
d/b/a Missouri Public
Service
08/07/1997| Associated Natural Ga GR97272 FAS 106 and FAS 109 Regulatory | Rebuttal
Company, Division of Assets
Arkansas Western Gas
Company
06/26/1997| Associated Natural Ga GR97272 Property Taxes; Store Expense; Direct
Company, Division of Material & Supplies; Deferred Tax
Arkansas Western Gas Reserve; Cash Working Capital;
Company Postretirement Benefits; Pensions;
Income Tax Expense
10/11/1996| Missouri Gas Energy GR96285 Income Tax Expense; AAO Surrebuttal
Deferrals; Acquisition Savings
09/27/1996( Missouri Gas Energy GR96285 Income Tax Expense; AAO Rebuttal
Deferrals; Acquisition Savings
08/09/1996( Missouri Gas Energy GR96285 Income Tax Expense; AAO Direct
Deferrals; Acquisition Savings
05/07/1996( Union Electric EM96149 Merger Premium Rebuttal
Company
04/20/1995( United Cities Gas GR95160 Pension Expense; OPEB Expense;| Direct
Company Deferred Taxes; Income Taxes;
Property Taxes
05/16/1994| St. Joseph Light & HR94177 Pension Expense; Other Direct
Power Company Postretirement Benefits
04/11/1994{ St. Joseph Light & ER94163 Pension Expense; Other Direct
Power Company Postretirement Benefits
08/25/1993( United Telephone TR93181 Cash Working Capital Surrebuttal
Company of Missouri
08/13/1993( United Telephone TR93181 Cash Working Capital Rebuttal
Company of Missouri
07/16/1993( United Telephone TR93181 Cash Working Capital; Other Rate Direct

Company of Missouri

Base Components
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