BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of The Empire Dist )

Electric Company, The Empire District Gas Company, )

Liberty Utilities (Midstates Natural Gas) Corp.,dan ) Case No.
Liberty Utilities (Missouri Water) LLC for Approvadf )

Their Cost Allocation Manual. )

APPLICATION FOR APPROVAL OF CAM, CONDITIONAL REQUEST FOR
VARIANCE, AND, IF NECESSARY, REQUEST FOR WAIVER

COME NOW The Empire District Electric Company (“Bire Electric”), The Empire
District Gas Company (“Empire Gas”), Liberty Utidis (Midstates Natural Gas) Corp. (“Liberty
Midstates”), and Liberty Utilities (Missouri Watebl.C (“Liberty Utilities”) (collectively, the
“Applicants”), by and through counsel, and requasproval of their Cost Allocation Manual
(“CAM”), conditionally request a variance from oneomponent of Rules 4 CSR 240-
20.015(2)(A) and 4 CSR 240-40.015(2)(A), and, itessary, request a waiver of the 60-day
notice requirement of Rule 4 CSR 240-4.020(2) his tegard, the Applicants respectfully state
as follows to the Missouri Public Service Commissi@Commission”):

Backaground | nfor mation

1. Empire Electric is a Kansas corporation with ptincipal office and place of
business at 602 Joplin Street, Joplin, Missou®084 Empire Electric is engaged in the business
of providing electrical and water utility services Missouri to customers in its service areas.
Empire is an “electrical corporation,” a “water poration,” and a “public utility” as those terms
are defined in 8386.020, RSMo., and is subjecth® jurisdiction and supervision of the
Commission as provided by law.

2. Empire Gas is a corporation organized and egsinder the laws of the State of

Kansas, with its principal office located at 602lio Street, Joplin, Missouri, 64801. Empire



Gas provides natural gas service and is a “gasocatipn” and a “public utility” as those terms
are defined in 8386.020, RSMo., and is subjecth® jurisdiction and supervision of the
Commission as provided by law.

3. Liberty Midstates is incorporated under the laithe State of Missouri, with its
principal office located at 2751 North High Stregdckson, Missouri, 63755. Liberty Midstates
provides natural gas service and is a “gas corjporaand a “public utility” as those terms are
defined in 8386.020, RSMo., and is subject to thasgliction and supervision of the
Commission as provided by law.

4. Liberty Utilities is a Limited Liability Compangrganized under the laws of the
State of Missouri, with its principal office locatat 2751 North High Street, Jackson, Missouri,
63755. Liberty Utilities, formerly Algonquin WatdResources of Missouri, LLC d/b/a Liberty
Utilities, is a “small company” within the meaningthe Commission’s rules and is a water and
sewer utility subject to the jurisdiction and supsion of the Commission as provided by law.

5. The Applicants have no pending or final unsestsfjudgments or decisions
against them from any state or federal agency arteghich involve customer service or rates,
which have occurred within the three years immetiigbreceding the filing of this Application.
The Applicants have no overdue Commission annyedrte or assessment fees. The documents
of incorporation and certificates of authority eccorporation from the State of Missouri for
Empire Electric, Empire Gas, and Liberty Midstate=e previously filed with the Commission
(Case Nos. EF-94-39, EM-2000-369, GO-2006-0205, ZEI2-0037, and GN-2014-0090) and
are incorporated herein by reference.

6. Correspondence, communications, and orderggerdeto this Application should

be directed to the undersigned counsel.



Reguest for Approval of CAM

7. RSMo. 8393.140(4) provides that the Commissiballshave the power to
prescribe uniform methods of keeping accounts,roscand books to be observed by regulated
utilities and may prescribe, by order, forms of@aats, records, and memoranda to be kept by
each regulated utility, and RSMo. 8393.140(11) wles that the Commission may require each
regulated utility to file with the Commission atiris of contract or agreement and all rules and
regulations relating to rates, charges, or servite.authorized by these statutes and in an effort
“to prevent regulated utilities from subsidizingethnon-regulated operations,” the Commission
implemented affiliate transaction rules: 4 CSR 280015 for Electric Utilities and 4 CSR 240-
40.015 for Gas Utilities.

8. Rule 240-20.015(3)(D) provides that each regdlaectric corporation shall use
a “Commission-approved CAM” for transactions invaly the purchase of goods or services
from an affiliated entity, and Rule 240-40.015(3){Povides that each regulated gas corporation
shall use a “Commission-approved CAM” for transawsi involving the purchase of goods or
services from an affiliate. In compliance with tedlules, and to ensure that the Applicants’
affiliate transactions comply with these rules, mplicants seek Commission approval of the
CAM attached hereto. For ease of operation, Lib®lttlfties is a party to this Application, even
though the Commission’s rules do not require waterporations to operate pursuant to
Commission-approved CAMs.

9. The CAM attached hereto is applicable to AlgangBower & Utilities Corp.
(“APUC") and its subsidiaries, which include the@gants. APUC also owns other distribution
utilities, as well as independent power productiadilities in the United States and Canada.

APUC is a publicly traded holding company and, laes tltimate “parent” of the Applicants,



provides financial and strategic management, catporgovernance, and oversight of
administrative and support services to the Applieand its other subsidiaries. Appendix 9 of
the APUC CAM is specific to Empire Electric, Emp(eas, and Liberty Midstates.

10. Rule 4 CSR 240-20.015 for Electric UtilitiedaRule 4 CSR 240-40.015 for Gas
Utilities are nearly identical, with the same a#fié transaction requirements and restrictions for
both regulated gas companies and regulated elecimpanies.

a. Subsection two contains the operational stasdardaffiliate transactions.

I. Unless a variance or waiver is obtained, the rdgdlatilities shall
not participate in any affiliated transactions whiare not in
compliance with the Commission’s Rules. Except ¢orporate
support functions, a regulated utility shall nobyide a financial
advantage to an affiliate, meaning that a regulatéiy shall not
compensate an affiliate for goods or services alibeelesser of
the fair market price (“FMP”) or the fully distriled cost (“FDC”)
to the regulated utility to provide the goods orvames for itself
and shall not transfer information, assets, goodsgrvices of any
kind to an affiliate below the greater of the FMP tbe FDC.
(2)(A), (B), and (D).

il Customer information shall be shared only with ewmtsof the
customer. (2)(C).

iii. Certain disclosures and disclaimers regardingiatiilrelationships
are required. (2)(E) and (F).

b. Subsection three contains the evidentiary stalsdar affiliate transactions.

I. When the regulated utility purchases from an aftidj competitive
bids should be obtained or it must be demonstratdd
competitive bids are neither necessary nor apptgrithere must
be documentation of the same, and a Commissioreap@rCAM
must be used. (3)(A), (B), and (D).

il. When the regulated utility provides to an affiliatke regulated
utility must consider, calculate, allocate, and woent costs and
the fair market price. (3)(C).

c. Subsection four contains record keeping requerémfor the regulated utilities,



including the requirement that regulated utilitle=ep their books and records separate
from those of its affiliates and that affiliate nsaction reports be provided yearly to the
Staff of the Commission and the Office of the Puldbunsel.

d. Subsection five contains record keeping requarsh for parent corporations
and other affiliates, and subsection six deals afttess to the records of affiliates.

e. Subsection seven provides that affiliate trammacecords shall be maintained
for a period of not less than six years, and sulmseeight provides for enforcement of
the Commission’s Rules.

f. Subsection nine provides that each regulatedyutust train and advise its
personnel as to the requirements of the affilietadaction rules.

11. The CAM attached hereto, including Appendiv@s designed to comply with
the Commission’s affiliate transaction rules, ascdssed above, and to prevent the Applicants
from subsidizing their non-regulated affiliates.

Conditional Request for Variance

12. Subsection ten of Rule 4 CSR 240-20.015 (et@c@nd Rule 4 CSR 240-40.015
(gas) provides that a variance from the standagtifogh in the rules may be obtained.

13. Pursuant to the Commission’s affiliate transactules, an affiliate transaction is
any transaction “for the provision, purchase oe sdlany information, asset, product or service,
or portion of any product or service” between autatpd utility and an affiliate. As noted above,
except for corporate support functions, a regulatddy shall not provide a financial advantage
to an affiliate, meaning that a regulated utilityab not compensate an affiliate for goods or
services above the lesser of the fair market (ffe®IP”) or the fully distributed cost (“FDC”) to

the regulated utility to provide the goods or seesi for itself and shall not transfer information,



assets, goods, or services of any kind to an a#ilbelow the greater of the FMP or the FDC.
This “asymmetrical pricing” requirement is found sabpart (2)(A) of the affiliate transaction
rules.

14. If a Missouri-regulated gas or electric utilpyovides a good or service to an
affiliate, it must sell the good or service at treater of FMP or FDC. The problem arises when
the receiving affiliate is also a Missouri-regutiitgas or electric utility, since a Missouri
regulated gas or electric utility must buy fromadfiliate at the lower of FMP or FDC.

15. As noted above, the stated purpose of thaaadfitransaction rules is to prevent
regulated utilities from subsidizing their non-régad operations. Empire Electric, Empire Gas,
and Liberty Midstates are affiliates of each otlseihject to the rules referenced above, but are
also each regulated by the Commission. As suchafiyenmetrical pricing requirements are
unworkable and, arguably, do not apply.

16. Few affiliate transactions between the Applisaare contemplated, but the
Applicants, including those subject to the gas eledtric affiliate transaction rules, will engage
in at least some transactions with each other.

17. To the extent the Commission believes a vedais required, the Applicants
request a variance from the asymmetrical pricimgirements of Rules 4 CSR 240-20.015(2)(A)
and 4 CSR 240-40.015(2)(A), to allow the Applicalttengage in transactions with each other
at cost (instead of at the lower or greater of FMIFDC).

18. The Applicants request that this variance yappltransactions with any and all
affiliated Missouri-regulated utilities and requdbit the variance apply to all transactions

except those governed by tariffed rates.



Motion for Waiver

19. This case is not likely to be a contested eat@n the meaning of Commission
Rule 4 CSR 240-4.020(2). Additionally, since theuis of the Empire Electric and Empire Gas
CAM has been before the Commission in various fosmee 2011, it would serve no purpose to
wait sixty days before filing the Application foro@mission approval.

20. The Applicants represent to the Commission thay did not engage in any
conduct which would have constituted a violatioran¥ ex parte rule or standard of conduct if a
60-day notice had been filed pursuant to 4 CSR4£2000(2).

21. Accordingly, to the extent that the Commissioay find it to be applicable, the
Applicants request a waiver from the provisionsCaimmission Rule 4 CSR 240-4.020(2) to
allow for the filing of this Application.

WHEREFORE, Empire Electric, Empire Gas, Libertydstates, and Liberty Utilities
respectfully request approval of their CAM, an ordé the Commission granting a variance
from the asymmetrical pricing requirements of tifdiate transaction rules, and, if necessary, a
waiver of the 60-day notice requirement of Rule 8RC240-4.020(2). The Applicants request
such additional relief as is necessary or apprtgtader the circumstances.

Respectfully submitted,
BRYDON, SWEARENGEN & ENGLAND P.C.
By:
/s/ Diana C. Carter
Diana C. Carter MBE #50527
312 E. Capitol Avenue; P. O. Box 456
Jefferson City, MO 65102
Phone: (573) 635-7166

Fax: (573) 634-7431
E-Mail: DCarter@BrydonLaw.com




CERTIFICATE OF SERVICE

| hereby certify that the above and foregoing doentwas filed in EFIS on this 3@lay
of June, 2017, with notice of the same being seialtcounsel of record. | further certify that a
copy of this document was sent by electronic trassion to the Staff of the Commission and to
the Office of the Public Counsel.

/s/ Diana C. Carter




