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State Corporation Commission

of Kansas
BEFORE THE STATE CORPORATION COMMISSION OF
THE STATE OF KANSAS
In the Matter of a General Investigation )
Regarding the Effect of Federal Income Tax )
Reform on the Revenue Requirements of )
Kansas Public Utilities and Request to Issue ) Docket No. 18-GIMX-248-GIV
an Accounting Authority Order Requiring )
Celiain Regulated Public Utilities to Defer )
Effects of Tax Reform to a Deferred )
Revenue Account. )
PETITION FOR LIMITED RECONSIDERATION AND CLARIFICATION
Come now the following rural telephone companies and Eligible
Telecommunications Carriers (hereinafter the “RLECs”):
Independent Telecommunications Group, Columbus et al. (“Columbus”):
Columbus Communications Services, LLC Moundridge Telephone Co., Inc.
Cunningham Telephone Co., Inc. Totah Communications, Inc.
Gorham Telephone Co. Inc. Twin Valley Telephone, Inc.
H & B Communications, Inc. Wamego Telecommunications Co., Inc.
Home Telephone Co., Inc. Wilson Telephone Co., Inc.
LaHarpe Telephone Co. Inc. Zenda Telephone Co., Inc.
State Independent Alliance (“SIA”):
Blue Valley Tele-Communications, Inc. Rainbow Telecommunications
Craw-Kan Telephone Cooperative, Inc. Association, Inc.
Golden Belt Telephone Association, Inc. S&A Telephone Company, Inc.
Haviland Telephone Company, Inc. The S&T Telephone Cooperative
J.B.N. Telephone Company, Inc. Association, Inc.
KanOkla Telephone Association South Central Telephone Association
Madison Telephone, LLC The Tri-County Telephone Association,
MoKan Dial, Inc. Inc.
Peoples Telecommunications, LLC United Telephone Association, Inc.

The Pioneer Telephone Association, Inc.



The Southern Kansas Telephone Co., Inc. Rural Telephone Service Co., Inc.
Mutual Telephone Company d/b/a Nex-Tech

Wheat State Telephone Company, Inc.

and request reconsideration in part, as specified herein, of the Commission’s Order
Opening General Investigation and Issuing Accounting Authority Order Regarding
Federal Tax Reform, dated January 18, 2018 in this Docket. Further, these parties
request clarification of certain portions of that Order as specified herein.

In support thereof the RLECs state as follows:

e The subject Order provides, in part,

...[T]he Commission directs all regulated electric natural gas, water, and
telecommunication public utilities that are taxable at the corporate level, to
accrue monthly, in a deferred revenue account, the portion of its revenue
representing the difference between: (1) the cost of service as approved by
the Commission in its most recent rate case or KUSF determination
proceeding; and (2) the cost of service that would have resulted had the
provision for federal income taxes been based upon the corporate income
tax rate approved in the Tax Cuts and Jobs Act.
At least seven of the RLECs are taxed at the corporate level and therefore are subject to
immediate requirements under the Commission’s Order.

2 A review of the most recent KUSF determination proceedings for all but
one of the affected RLECs! shows that such proceedings lack any determination of the
companies’ respective costs of service as approved by the Commission. Rather, each of
these proceedings was resolved through Commission Order approving a so-called

“black box” stipulated settlement agreement that expressly did not identify or

determine the carrier’s cost of service. Each of these resolutions constituted a global

1'].B.N. Telephone Company, Inc.; Peoples Telecommunications, LLC; S&A Telephone Company, Inc.;
Totah Communications, Inc.; Wamego Telecommunications Company, Inc.; Zenda Telephone Company,
Inc.



settlement wholly apart from any individual adjustments or recommendations made in
prefiled testimony by any party.

3. In the absence of a Commission-approved determination of a cost of
service it is impossible to determine what each carrier’s cost of service would be under a
different corporate income tax rate. Plainly, then, since neither cost of service amount
can be determined as ordered, the difference between the two amounts cannot be
determined and it is wholly impossible to comply with the Commission’s Order.

4 It is factually incorrect to assert that the subject Order merely requires an
accounting procedure to determine an amount. The Order in its entirety requires
companies to recognize contingent liabilities, in unknown amounts, to be carried on
their books for an indefinite period. The existence of a contingent liability adversely
affects both an affected company’s access to capital and its ability to engage in prudent
financial planning. Ultimately this adversely affects each RLEC’s ongoing ability to
provide efficient and sufficient public utility service until the issue is resolved.
Accordingly, reconsideration in part and clarification are required and in the public
interest.

5. Although the Commission’s order immediately affects only those RLECs
taxed at the corporate level it is apparent the Commission intends eventually to address
the issue of tax savings as applicable to Subchapter S rural telephone companies as well.
This circumstance imposes additional continuing uncertainty on the latter group of

carriers.



6. Like most rural companies taxed at the corporate level many of the pass-
through carriers” most recent KUSF proceedings were resolved without a Commission-
approved determination of their respective costs of service. As a result the pass-through
carriers experience the double uncertainty of an unknown procedure to determine any
amount at issue and an entirely indefinite timeline over which some portion of their
revenues appear to be at risk. It cannot be determined from the Commission’s Order
how long this impediment to prudent financial management may be in effect.

i RLECs and their respective cost consultants have already undertaken
substantial efforts to identify a methodology for reaching a reasonable initial
determination of the amounts any cost savings attributable to the new federal tax
legislation. The most reasonable and expeditious means to resolve the impossibility of
performance arising from the Commission’s Order is for the Commission to issue an
Order on Reconsideration directing these carriers and Commission Staff to work
cooperatively to develop a methodology that is capable of being implemented and that
reasonably identifies any anticipated cost savings for subsequent consideration on a
case-by-case basis.

8. Once such a methodology is achieved and approved by the Commission
the subject RLECs will be able to to take the required accounting actions contemplated
by the Order, applicable as of the effective date of federal tax rate reductions. Such a
course will most effectively identify sums properly considered in any lawful

subsequent adjustment of a subject RLEC’s KUSF support.



9. Apart from the issue of impossibility requiring reconsideration and
modification of the subject Order there are specific questions about accounting
procedures that require clarification before any specific accounting order can be
implemented. The RLECs therefore request clarification as to the following specifics:

a. Does the Commission intend to capture the reduction in
Accumulated Deferred Income Tax balances that will occur as a result of a lower
corporate federal income tax rate, over time, in a manner that comports with Internal
Revenue Service Tax Normalization Rules, even if the FCC chooses, and GAAP
requires, to flow through the reduction in the year that it is realized? IRS Tax
Normalization Rules apply to tax filings, while GAAP and regulatory accounting
prescriptions apply to financial statement reporting. In 1986, the year of the last
significant reform of corporate tax rates, the FCC specifically prescribed normalization
for regulatory accounting purposes, but initial indications are that the FCC will comply
with GAAP and will not prescribe normalization in this instance for regulatory
accounting purposes.

b. If the Commission chooses to normalize the reduction in
Accumulated Deferred Income Tax balances, does it intend to prescribe a specific
amortization period, or would affected companies be required to calculate individual
amortization periods?

10.  If determinations have not been made as to the foregoing questions the

RLECs and their respective cost consultants stand ready to work cooperatively with



Commission Staff to achieve answers the parties can utilize to achieve the
Commission’s intent.

11.  The RLECs further request clarification as to the probable anticipated
timeline for addressing any tax savings experienced by RLECs operating pursuant to
Subchapter S (“pass-through” companies). Any guidance available on this issue would
further the public interest by providing these pass-through companies reduced
uncertainty in their respective abilities to formulate plans for future maintenance
and/or investment for the benefit of their consumers.

12. The RLECs understand and agree consumers should not be burdened by
utility recovery of unnecessary costs; neither should high-cost rural carriers operating
statutorily under traditional rate of return regulation (K.S.A. 66-2005(b) be required to
provide state-mandated public utility service without the lawful opportunity to recover
their Commission-approved costs, investments and reasonable return on investments.
The public interest is best served by proceedings that observe both objectives while
avoiding the imposition of unnecessary regulatory burdens ultimately borne by
ratepayers.

WHEREFORE the RLECs request reconsideration of that portion of its Order that
is not susceptible to compliance as explained above due to an absence of a Commission-
approved cost of service; that the Commission direct the RLECs and Commission Staff
to work cooperatively toward an alternate methodology for initial determination of tax
savings by companies taxed at the corporate level, with such methodology to be
implemented in the Accounting Authority Order as of January 1, 2018. The RLECs
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further request that clarification be provided as to the specific accounting issues set out
in Paragraph 9 hereof, and that further clarification be provided regarding plans for
subsequent consideration of tax savings by RLECs taxed at the shareholder level in
order to permit their prudent planning of maintenance and investment for service to
consumers.

Respectfully submitted

Thomas E. Gleason, ]r #07741
Mark Doty #14526
GLEASON & DOTY, CHARTERED
P.O. Box 6

Lawrence, KS 66044

(785) 842-6800 ph

(785) 856-6800 fax
gleason@sunflower.com
doty.mark@gmail.com
Attorney for Independent
Telecommunications Group
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JAMES M. CAPLINGER, CHARTERED
Colleen R. Japaison #1/6121
823 S.W. 10th Ave.

Topeka, KS €6612
(785) 232-0495 p
(785) 232-0724 fax

colleen@caplinger.net

Attorney for the State Independent Alliance




Mark E. Caplinger, #12550

Mark E. Caplinger, PA

7936 SW Indian Woods Place

Topeka, KS 66615

(785) 478-9916

mark@caplingerlaw.net

Attorney for

The Southern Kansas Telephone Co., Inc.

Mutual Telephone Company

Rural Telephone Service Co., Inc.
d/b/a Nex-Tech

Wheat State Telephone Company, Inc.




VERIFICATION

STATE OF KANSAS )
) ss:
COUNTY OF SHAWNEE )
I, Colleen R. Jamison, of lawful age, being first duly sworn upon her oath states:

That I am an attorney for the State Independent Alliance, that I have read the

above and foregoing document, and upon information and belief, states that the matters

ﬁmﬂu

Colleen@

SUBSCRIBED AND SWORN to before me this 2nd day of February, 2018.

therein appearing are true and correct.

W draha /M

Marsha Givens
Notary Public

My Commission Expires:

WMpsed 8,203/

s MARSHA GIVENS
=2=' Notary Public - State f Kansas
My Appt. Expires 3/0&7&0& /
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CERTIFICATE OF SERVICE

I, the undersigned, hereby certify that on the 2nd day of February, 2018, a true
and correct copy of the above and foregoing document was sent by electronic mail to
the following reflected on the Commission’s “Service List” as of this date:

MONTE PRICE

AMARILLO NATURAL GAS COMPANY
2915 1-40 WEST

AMARILLO, TX 79109
mwprice@anginc.net

BARRY CONSIDINE, PRESIDENT
AMERICAN ENERGIES GAS SERVICE, LLC
136 N MAIN

PO BOX 516

CANTON, KS 67428
barry@americanenergies.com

DAWN GRAFF, Midstream Accounting Manager
ANADARKO NATURAL GAS COMPANY

1099 18th Street

DENVER, CO 80202

dawn.graff@anadarko.com

JAMES G. FLAHERTY, ATTORNEY
ANDERSON & BYRD, L.L.P.

216 S HICKORY

PO BOX 17

OTTAWA, KS 66067
jflaherty@andersonbyrd.com

SHELLY M BASS, SENIOR ATTORNEY
ATMOS ENERGY CORPORATION
5430 LB] FREEWAY

1800 THREE LINCOLN CENTRE
DALLAS, TX 75240
shelly.bass@atmosenergy.com
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KEVIN C FRANK, SENIOR ATTORNEY
ATMOS ENERGY CORPORATION

5430 LB] FREEWAY

1800 THREE LINCOLN CENTRE
DALLAS, TX 75240
kevin.frank@atmosenergy.com

JENNIFER G. RIES, VICE PRESIDENT, RATES AND REGULATORY
AFFAIRS-COLORADO/KANSAS

ATMOS ENERGY CORPORATION

1555 BLAKE ST STE 400

DENVER, CO 80202

jennifer.ries@atmosenergy.com

JAMES LLOYD

BARTON HILLS WATER DISTRICT
66 NE 20 RD

GREAT BEND, KS 67530-9703
bartonrwd@ruraltel.net

ROBERT J. AMDOR, MANAGER, REGULATORY SERVICES

BLACK HILLS/KANSAS GAS UTILITY COMPANY, LLC D/B/A BLACK
HILLS ENERGY

1102 E FIRST ST

PAPILLION, NE 68046

robert.amdor@blackhillscorp.com

ANN STICHLER, SR. REGULATORY ANALYST-REGULATORY SERVICES
BLACK HILLS/KANSAS GAS UTILITY COMPANY, LLC D/B/A BLACK
HILLS ENERGY

1102 EAST 1ST ST

PAPILLION, NE 68046

ann.stichler@blackhillscorp.com

GLENDA CAFER, ATTORNEY
CAFER PEMBERTON LLC

3321 SW 6TH ST

TOPEKA, KS 66606
glenda@caferlaw.com
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TERRI PEMBERTON, ATTORNEY
CAFER PEMBERTON LLC

3321 SW 6TH ST

TOPEKA, KS 66606
terri@caferlaw.com

THOMAS J. CONNORS, Attorney at Law
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
tj.connors@curb.kansas.gov

TODD E. LOVE, ATTORNEY

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
t.love@curb.kansas.gov

DAVID W. NICKEL, CONSUMER COUNSEL
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
D.NICKEL@CURB.KANSAS.GOV

SHONDA RABB

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
s.rabb@curb.kansas.gov

DELLA SMITH

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
d.smith@curb.kansas.gov

BRENT CUNNINGHAM, VICE PRESIDENT & GENERAL MANAGER
CUNNINGHAM TELEPHONE COMPANY, INC.

220 W MAIN

PO BOX 108

GLEN ELDER, KS 67446

brent@ctctelephony.tv
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TRENT BOALDIN

ELKHART TELEPHONE COMPANY, INC.
610 S COSMOS

PO BOX 817

ELKHART, KS 67950
tdboaldin@epictouch.com

JOHN R. IDOUX, DIRECTOR KANSAS GOVERNMENTAL AFFAIRS
EMBARQ MISSOURI D/B/A CENTURYLINK

600 NEW CENTURY PKWY

NEW CENTURY, KS 616031

john.idoux@centurylink.com

ANGELA CLOVEN

EMPIRE DISTRICT ELECTRIC COMPANY
PO BOX 127

602 S JOPLIN AVENUE

JOPLIN, MO 64802-0127
acloven@empiredistrict.com

CHRIS KRYGIER, DIRECTOR, RATES AND REGULATORY AFFAIRS
(CENTRAL REGION)

EMPIRE DISTRICT ELECTRIC COMPANY

602 S JOPLIN AVE

JOPLIN, MO 64801

Chris.Krygier@LibertyUtilities.com

CHARLOTTE NORTH, RATES SUPERVISOR
EMPIRE DISTRICT ELECTRIC COMPANY
602 S JOPLIN AVE

JOPLIN, MO 64801
Charlotte.North@LibertyUtilities.com

MICHAEL J. MURPHY, PRESIDENT & MANAGER
GORHAM TELEPHONE COMPANY

100 MARKET

PO BOX 235

GORHAM, KS 67640

mmurphy@gorhamtel.com
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TONYA M MURPHY, SEC/TREA.
GORHAM TELEPHONE COMPANY
100 MARKET

PO BOX 235

GORHAM, KS 67640
tmurphy@gorhamtel.com

ROBERT A. KOCH, PRESIDENT/GEN MGR
H&B COMMUNICATIONS, INC.

108 N MAIN

PO BOX 108

HOLYROOD, KS 67450
robkoch@hbcomm.net

RICHARD BALDWIN, PRESIDENT
HOME TELEPHONE COMPANY, INC.
211 S MAIN ST

BOX 8

GALVA, KS 67443
rbaldwin@homecomminc.com

MARK WADE, VP OF OPERATIONS
J.B.N. TELEPHONE COMPANY, INC.
PO BOX 111

HOLTON, KS 66436
mark@havilandtelco.com

ROBERT J. HACK, LEAD REGULATORY COUNSEL
KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 31ST FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679

ROB.HACK@KCPL.COM

RONALD A. KLOTE, DIRECTOR, REGULATORY AFFAIRS
KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PLACE

1200 MAIN, 19TH FLOOR

KANSAS CITY, MO 64105

ronald.klote@kcpl.com
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TIM RUSH, DIR. REGULATORY AFFAIRS

KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 31ST FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679

TIM.RUSH@KCPL.COM

ROGER W. STEINER, CORPORATE COUNSEL

KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 31ST FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679

roger.steiner@kcpl.com

ANTHONY WESTENKIRCHNER, SENIOR PARALEGAL
KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 31ST FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679
anthony.westenkirchner@kcpl.com

SAMUEL FEATHER, DEPUTY GENERAL COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027

s.feather@kcc.ks.gov

MICHAEL NEELEY, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027
m.neeley@kcc.ks.gov

JANET BUCHANAN, DIRECTOR- REGULATORY AFFAIRS
KANSAS GAS SERVICE, A DIVISION OF ONE GAS, INC.
7421 W 129TH ST

OVERLAND PARK, KS 66213-2713
janet.buchanan@onegas.com
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JUDY JENKINS, MANAGING ATTORNEY

KANSAS GAS SERVICE, A DIVISION OF ONE GAS, INC.
7421 W 129TH ST

OVERLAND PARK, KS 66213-2713
judy.jenkins@onegas.com

HARRY LEE, PRESIDENT/GENERAL MANAGER

LAHARPE TELEPHONE COMPANY, INC. D/B/A LAHARPE LONG
DISTANCE

109 W 6TH ST

PO BOX 123

LA HARPE, KS 66751

harry.lee@laharpetel.com

DIANTHA STUTESMAN, Business Manager, President and Partner
MADISON TELEPHONE COMPANY, INC.

117 NORTH THIRD

P O BOX 337

MADISON, KS 66860

mtn.diantha@gmail.com

KATHY BILLINGER, CEO/GENERAL MANAGER
PEOPLES TELECOMMUNICATIONS, LLC

208 N BROADWAY

PO BOX 450

LA CYGNE, KS 66040
KATHY@PEOPLESTELECOM.NET

JANET BATHURST, MANAGER
S&A TELEPHONE COMPANY, INC.
413 MAIN ST

PO BOX 68

ALLEN, KS 66833
jpathurst@satelephone.com

KENDALL S. MIKESELL, PRESIDENT

SOUTHERN KANSAS TELEPHONE COMPANY, INC.
112 & LEE 8T

PO BOX 800

CLEARWATER, KS 67026-0800
kendall.mikesell@sktcompanies.com
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RANDY MAGNISON, EXEC VP & ASST CEO
SOUTHERN PIONEER ELECTRIC COMPANY
1850 W OKLAHOMA

PO BOX 430

ULYSSES, KS 67880-0430
rmagnison@pioneerelectric.coop

MIKE BREUER, PRESIDENT
SUBURBAN WATER CO.

P.O. BOX 588

BASEHOR, KS 66007-0588
MIKE@SUBURBANWATERINC.COM

MIKE MCEVERS
TEXAS-KANSAS-OKLAHOMA GAS, L.L.C.
PO BOX 1194

DALHART, TX 79022
MIKE@QTKOGAS.COM

MARK M. GAILEY, PRESIDENT & GENERAL MANAGER
TOTAH COMMUNICATIONS, INC.

101 MAIN ST

PO BOX 300

OCHELATA, OK 74051-0300

mmgailey@totelcsi.com

BENJAMIN FOSTER, PRESIDENT & CEO
TWIN VALLEY TELEPHONE, INC.

22 SPRUCE

PO BOX 395

MILTONVALE, KS 67466
ben.foster@tvtinc.net

JEFF WICK, PRESIDENT/GENERAL MANAGER
WAMEGO TELECOMMUNICATIONS COMPANY, INC.
1009 LINCOLN

PO BOX 25

WAMEGO, KS 66547-0025

jwick@wtcks.com
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CATHRYN J. DINGES, SENIOR CORPORATE COUNSEL
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889
cathy.dinges@westarenergy.com

JEFFREY L. MARTIN, VICE PRESIDENT, REGULATORY AFFAIRS
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889

JEFF.MARTIN@WESTARENERGY.COM

LARRY WILKUS, DIRECTOR, RETAIL RATES
WESTAR ENERGY, INC.

FLOOR #10

818 S KANSAS AVE

TOPEKA, KS 66601-0889
larry.wilkus@westarenergy.com

GREGORY REED, CEO

WHEAT STATE TELEPHONE COMPANY, INC.
PO BOX 320

UDALL, KS 67146

greg.reed@ensignal.com

BRIAN BOISVERT, GENERAL MANAGER
WILSON TELEPHONE COMPANY, INC.
2504 AVE D

PO BOX 190

WILSON, KS 67490-0190
boisvert@wilsoncom.us

SCOTT GRAUER

WILSON TELEPHONE COMPANY, INC.
2504 AVE D

PO BOX 190

WILSON, KS 67490-0190
scott@wilsoncommunications.co
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KATHY PRICE, GENERAL MANAGER*
ZENDA TELEPHONE COMPANY, INC.
208 N MAIN

PO BOX 128

ZENDA, KS 67159

kprice@zendatelephone.com Mm

Colleen R. Jamisen
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