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Senator Olson_:

Thas [etter is in r'espor;.se to your list of questions dated February 23, 2018, regarding KCC
Staff’s process to add: fess Tax Cuts and Jobs Act. The KCC’s answers are noted after each
question submitted. | : .

1. Does the KCC have a L process in place for utilities to return federal tax refunds to
cus‘comers‘7 -

Yes the KCC 1ssued an Order on January 18, 2018 in Docket No. 18-GIMX-248-GIV
requiring pubhp utilities in Kansas to calculate and record to a regulatory liability
account the portion of the utility’s current rate revenue that resulted from an assumed

federal inc ‘)me ttax rate of 35% vs. the new rate of 21%.

2. Are utﬂitij-es cO ‘llectmg the excess federal tax funds now and maintaining in a separate
account? | 5 \

Utllltles are currenﬂy collecting the excess tax funds and they are accumulating
these funds in a separate regulatory liability account, with interest at the rate being
peud currenﬂy for customer deposits.

3. Hasthe process 1o retum federal tax refunds by utilities been done before?

(QP Yes the Commission undertook a similar process in response to the Tax Reform Act
of 1986. : :

4. Do cmeﬁt stafutes allow KCC to complete the return process?

The KCC.’_“ authority to order deferral accounting to a regulatory liability and impose
refunds ifjlﬁeed be has not been challenged to date, and we do not believe such a
% challenge would be successful. In the Commission’s Order opening general

mves’mgatwn and, ordering the tax savings into a regulatory liability, the Commission
referred to its authority under K.S.A. 66-101b; K.S.A. 66-1,202; K.S.A. 66-1,189:
K.S.A. 66~ |1 232; and K.S.A. 66-122. These are the statutes that require the
Comnzussion to mamtam Just and reasonable rates, and that allow the Commission to
requlre spemﬁc accountmg freatment.
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Tvefage of the expected rate of refunds for the different retail groups?

the table below. These are our current estimates of the tax savings
with|changing the federal income tax rate from 35% to 21% in each of the

majo utlhi es’ last base rate case before the Commission. These numbers are subject
to change d_nd further verification. )
‘ iCustom arj i Impact Residential Commercial Industrial '
L. j708p0d S 61731691 S 25,779,77213 23,052,573 $ 12,699,346
KCPRL i |247,100:/$ 31766554 S 15785050 | S 14720967 $ 1,260,528
S b 635,303 $ 13 821,775 cS 10,126,100 ' S 2,585,925 5 1,109,749
BlackHills | 113,000 /S" 1718203 '§ 10816651 $ 397623 S 238,919
135,000 1|5 | 13,002,568 S 579155 5 286,474
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