BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of the Complaint of Kansas
Industrial Consumers’ Group, Inc. Against
Kansas Electric and Natural Gas Public
Utilities Regarding Federal Income Tax
Reform of 2018 and its Effect of Jurisdictional
Retail Utility Rates.

Docket No. 18-GIMX-252-COM

NOTICE OF FILING OF LEGAL MEMORANDUM

The Staff of the State Corporation Commission of the State of Kansas (Staff and
Commission, respectively) files the attached Legal Memorandum and states as follows:

L Staff hereby files the attached Legal Memorandum. The Legal Memorandum
evaluates the Formal Complaint filed by Kansas Industrial Consumers’ Group, Inc. (KIC) on
December 14, 2017, against all investor-owned electric and natural gas public utilities in Kansas
whose rates, according to KIC, will become unjust and unreasonable upon the effectiveness of
reduced federal income tax rates. As aresult of this evaluation, Staff recommends the Commission
find KIC’s Complaint complies with the procedural requirements set forth in K.A.R. 82-1-220 and
should be served upon all investor-owned electric and natural gas public utilities for an Answer.

WHEREFORE, Staff submits its Legal Memorandum for Commission review and
consideration and for such other relief as the Commission deems just and proper.

Respectfully Submitted,

Sl N

Michael Neeley, S. Ct. #25027
Litigation Counsel

Kansas Corporation Commission
1500 S.W. Arrowhead Road
Topeka, Kansas 66604-4027
Phone: 785-271-3173




STATE OF KANSAS )
) ss.
COUNTY OF SHAWNEE )

VERIFICATION

Michael Neeley, being duly sworn upon his oath deposes and states that he is Litigation
Counsel for the State Corporation Commission of the State of Kansas, that he has read and is
familiar with the foregoing Notice of Filing of Legal Memorandum and that the statements contained

therein are true and correct to the best of his knowledge, information and belief.

Michael Neeley # 25027

Kansas Corporation Commission of the
State of Kansas

Subscribed and sworn to before me this 22nd day of December, 2017.

PAMELA J. GRIFFETH
RHEL Notary Public - State of Kansas
My Appt. Expires » £-/7-20/9

Notary Public

My Appointment Expires: August 17,2019
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Jay Scott Emler, Chairman Sam Brownback, Governor
Shari Feist Albrecht, Commissioner
Pat Apple, Commissioner

LEGAL MEMORANDUM

To:  Chairman Pat Apple
Commissioner Shari Feist Albrecht
Commissioner Jay Scott Emler

From: Michael Neeley, Litigation Counsel
Date: December 22, 2017
Re:  18-GIMX-252-COM
In the Matter of the Complaint of Kansas Industrial Consumers’ Group, Inc.,

against Kansas Electric and Natural Gas Public Utilities regarding Federal Income
Tax Reform of 2018 and Its Effect on Jurisdictional Retail Utility Rates

EXECUTIVE SUMMARY

The Kansas Industrial Consumers Group, Inc. (KIC or Complainant) filed a Formal
Complaint! against all investor-owned electric and natural gas utilities in Kansas (the
Respondents), alleging that the Respondents’ retail rates will become unjust and
unreasonable upon effectiveness of reduced federal income tax rates. Litigation Staff
recommends the Commission find that the Formal Complaint fully complies with K.A.R.
82-1-220(b), and should be served upon the Respondents in accordance with K.A.R. 82-
1-220(c).

BACKGROUND

On December 14, 2017, Complainant filed a Formal Complaint against the Respondents.
In the Formal Complaint, Complainant explained that the proposed “Tax Cuts and Jobs
Act” will reduce the federal corporate income tax rate from 35% to 20%, effective for
tax-year 2018.2 Complainant indicates that although the final bill has not yet passed,
significant tax reform is imminent and will likely become effective in a matter of days.>
Complainant explains that income tax expense is a component of retail rates, and rates
reflecting a 35% income tax expense will immediately become unreasonable, unfair,
unjust, and in violation of Kansas law, upon adoption of a lower federal corporate tax

In the Matter of the Complaint of Kansas Industrial Consumers’ Group, Inc., against Kansas Electric and
Natural Gas Public Utilities regarding Federal Income Tax Reform of 2018 and Its Effect on Jurisdictional
Retail Utility Rates (December 14, 2017) (Formal Complaint).

2Formal Complaint at 5. '
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rate.* Additionally, a reduction in the federal corporate tax rate will lead to retail rates
that are unjust, unreasonable, unfair, and in violation of Kansas law, because such retail
rates will allow the Respondents to retain excess amounts of customer funds in their
Accumulated Deferred Income Tax (ADIT) accounts that were collected from Kansas
retail customers but will not be paid as federal income tax.> Complainant seeks the
following relief:

(1) An Order from the Commission requiring the Respondents, as of the effective
date of any reduction in the federal tax rate, to account for and accumulate the
portion of collected revenues associated with the difference between the
previous and current corporate income tax rates. Such amounts must be
accumulated as a regulatory liability, with carrying charges equivalent to the
utility’s current allowed return, to be refunded to customers in the utility’s
next general or abbreviated rate case. KIC respectfully requests the
Commission issue this order on or before December 31, 2018;

(2) An Order from the Commission that public utilities are not entitled to retain
excess levels of ADIT resulting from a reduced corporate tax rate and, as of
the effective date of any reduction in the federal income tax rate, every
investor owned utility in the state of Kansas is required to account for excess
amounts of ADIT resulting from the reduced corporate tax rate. In addition,
KIC requests the Commission order immediate refunds of excess ADIT or
adopt other appropriate mechanisms to return excess amounts to retail
ratepayers within a reasonable timeframe; and

(3) An Order from the Commission opening a general investigation to examine
the impact of all aspects of the “Tax Cuts and Jobs Act” on the rates and terms
and conditions of service of all retail rate-regulated Kansas electric and
natural gas public utilities.®

ANALYSIS

Upon the filing of a Formal Complaint, the Commission must determine, “whether or not
the allegations, if true, would establish a [prima] facie case for action by the commission
and whether or not the formal complaint conforms to the commission’s regulations.”” If
the Commission determines these conditions are satisfied, the Formal Complaint is
served on each respondent for an Answer.®

K.A.R. 82-1-220(b) requires formal complaints to satisfy three procedural requirements:

(1) Fully and completely advise each respondent and the commission as
to the provisions of law or the regulations or orders of the commission that
have been or are being violated by the acts or omissions complained of, or
that will be violated by the continuance of acts or omissions;

4See 1d. at 6.

31d.
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(2) set forth concisely in plain language the facts claimed by the
complainant to constitute the violation; and

(3) state the relief sought by the complainant.

The Complainant has complied with all provisions of K.A.R. 82-1-220(b). Complainant
has alleged that retail rates will become unjust, unreasonable, unfair, and in violation of
Kansas law should the Respondents continue to include the 35% federal corporate
income tax expense in rates if the federal corporate tax rate becomes reduced, and should
the Respondents retain excess amounts of customer funds in their ADIT accounts that
were collected from Kansas retail customers but will not be paid as federal income tax.

Complainant has set forth in plain language, the facts that it believes will constitute the
violation.

Finally, Complainant has stated the relief sought.
RECOMMENDATION
Litigation Counsel recommends the Commission find:

- The Formal Complaint fully complies with the requirements of K.A.R. 82-1-
220(b);

- The Formal Complaint establishes a prima facie case for Commission action;

- The Formal Complaint should be served upon the Respondents for Answer in
accordance with K.A R. 82-1-220(c).
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I, the undersigned, certify that a true and correct copy of the above and foregoing Notice of Filing of Legal
Memorandum was served by electronic service on this 22nd day of December, 2017, to the following:

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

216 S HICKORY

PO BOX 17

OTTAWA, KS 66067

Fax: 785-242-1279
jflaherty@andersonbyrd.com

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

Fax: 402-829-2227
robert.amdor@blackhillscorp.com

TERRI PEMBERTON, ATTORNEY
CAFER PEMBERTON LLC
3321SW6TH ST

TOPEKA, KS 66606

Fax: 785-233-3040
terri@caferlaw.com

TODD E. LOVE, ATTORNEY

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604

Fax: 785-2713116
t.love@curb.kansas.gov

SHONDA RABB

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604

Fax; 785-271-3116
s.rabb@curb.kansas.gov

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

GLENDA CAFER, ATTORNEY
CAFER PEMBERTON LLC
3321SW6TH ST

TOPEKA, KS 66606

Fax: 785-233-3040
glenda@caferlaw.com

THOMAS J. CONNORS, ATTORNEY AT LAW
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604

Fax: 785-271-3116
tj.connors@curb.kansas.gov

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

TOPEKA, KS 66604

Fax: 785-271-3116
d.nickel@curb.kansas.gov

DELLA SMITH

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604

Fax: 785-2713116
d.smith@curb.kansas.gov
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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 641419679

Fax: 816-556-2787

rob.hack@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

Fax: 816-556-2787

roger.steiner@kepl.com

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

TOPEKA, KS 66604-4027

Fax: 785-271-3167

m.neeley@kcc.ks.gov

JUDY JENKINS, MANAGING ATTORNEY

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

OVERLAND PARK, KS 66213-2713

Fax: 913-319-8622

judy.jenkins@onegas.com

ANDREW J. FRENCH, ATTORNEY AT LAW
SMITHYMAN & ZAKOURA, CHTD.

7400 W 110TH ST STE 750

OVERLAND PARK, KS 66210-2362

Fax: 913-661-9863
andrew@smizak-law.com

CATHRYN J. DINGES, SENIOR CORPORATE COUNSEL
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 666010889

Fax: 785-575-8136

cathy.dinges@westarenergy.com

DARRIN R. IVES, VICE PRESIDENT, 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

Fax: 816-556-2110

darrin.ives@kcpl.com

BRIAN G. FEDOTIN, DEPUTY GENERAL COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027

Fax: 785-271-3314

b.fedotin@kcc.ks.gov

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

OVERLAND PARK, KS 66213-2713

Fax: 913-319-8622

janet.buchanan@onegas.com

CHRISTOPHER D. KRYGIER, DIRECTOR, REGULATORY &
GOVERNMENT AFFAIRS
LIBERTY UTILITIES CO.

PO BOX 127
JOPLIN, MO 64802-0127
chris.krygier@libertyutilities.com

JAMES P. ZAKOURA, ATTORNEY
SMITHYMAN & ZAKOURA, CHTD.
7400 W 110TH ST STE 750
OVERLAND PARK, KS 66210-2362
Fax: 913-661-9863
jim@smizak-law.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
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Pamela Griffeth F
Administrative Specialist



