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STATE OF IOWA 
DEPARTMENT OF COMMERCE 

BEFORE THE IOWA UTILITIES BOARD 
 

 
IN RE: 
 
LIBERTY UTILITIES (MIDSTATES 
NATURAL GAS CORP.) d/b/a LIBERTY 
UTILITIES 
 

 
 
 
 DOCKET NO. RPU-2016-0003 
 

 
RESPONSE TO REPORT OF ACTUAL RATE CASE EXPENSE 

The Office of Consumer Advocate, a division of the Iowa Department of Justice 

(“OCA”), for its Response to Liberty Utilities (Midstates Natural Gas corp. d/b/a Liberty 

Utilities (“Liberty”) Report of Actual Rate Case Expense does hereby state: 

1. On March 22, 2017, Liberty filed its Report of Actual Rate Case Expenses and a 

table entitled “Actual Rate Case Expense.” 

2. Iowa Code 476.6(5) (2017) allows utilities to recover from ratepayers actual 

expenses incurred during a rate case.  However, a utility’s ability to recover rate case expense is 

not an unconstrained opportunity to spend money without regard to the burden those costs 

impose on ratepayers.  Instead, rate case expenses are recoverable only to the extent that the 

Board “deems the expenses reasonable and just.”   

3. Iowa Code 476.6(5) requires utilities to file an estimate of “the utility’s expected 

expenses for litigating the case through the time period allowed by the board in rendering a 

decision.”  The estimated expense, therefore, is required to include the full cost of litigating a 

case from start to finish.   

4. On August 23, 2016, Liberty filed an Estimated Rate Case Expense of $614,979.  

On March 22, 2017, Liberty filed an Actual Rate Case Expense of $839,643.  Liberty contends 
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that the main reason for the large discrepancy is that the estimated costs were based on an 

expectation of early settlement.  Liberty’s Estimated Rate Case Expense did not comply with the 

Iowa Code requirement that the estimated expenses include costs “through the time period 

allowed by the board in rendering a decision.”   

5. By failing to include the full costs of litigating a rate case in its Estimated Rate 

Case Expense, Liberty denied the other parties the opportunity to challenge the reasonableness of 

the expected rate case expense early in the proceedings.  The Board should consider the extent to 

which it is just for ratepayers to bear the full cost of Liberty’s Actual Rate Case Expense given 

Liberty’s non-compliance with Iowa Code and the lack of meaningful opportunity for parties 

representing customers to challenge the reasonableness of a full estimate of rate case expenses. 

6. Board rule 199 IAC 26.4 describes the information a utility must file with respect 

to rate case expense.  Specifically, Board rule 199 IAC 26.4(6) requires that “Actual utility 

expenses shall be filed in the same format and detail as estimated expenses … All material 

variances shall be fully supported and justified.”  Liberty’s Actual Rate Case Expense filed with 

the Board on March 22, 2107 fails to comply with the requirements of Board rule 199 IAC 

26.4(6) because it does not contain the same detail as the estimated expenses file on August 23, 

2016.  Liberty’s Actual Rate Case Expense also fails to provide adequate justification for 

material variances from the Estimated Rate Case Expense.   

7. Specifically, Liberty’s Actual Rate Case Expense fails to include the following 

information required by Board rule 199 IAC 26.4(2):  number of hours and cost per hour of 

outside attorneys, number of hours and cost per hour of outside consultants, and expenses, by 

individual, for travel, hotel, and meals.   
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8. Several expenses included in Liberty’s Actual Rate Case Expense vary materially 

from the Estimated Rate Case Expense, but lack support or justification.  Costs for Outside 

Counsel were estimated at $225,080, but the actual expense was $390,145.  Notably, the actual 

costs for attorney Rachel Rowley are more than double the estimated costs.  As noted above, the 

Actual Rate Case Expense does not include number of hours and cost per hour for the attorneys, 

or the travel expenses, making evaluation of the reasonableness of these expenses difficult.  

Additionally, the Actual Rate Case Expense includes a line for “Other,” but does not explain 

what is included in that category or why it was not included in the Estimated Rate Case Expense. 

9. A similar material variance between the Estimated Rate Case Expense and the 

Actual Rate Case Expense appears in the costs for consultants Timothy Lyons and Keith Magee, 

which were estimated at $128,150 but are listed as actual costs of $186,127.  Notably, the actual 

costs for Keith Magee are more than double the estimated costs.  As noted above, the Actual 

Rate Case Expense does not include number of hours and cost per hour for the consultants, or the 

travel expenses, making evaluation of the reasonableness of these expenses difficult. 

10. While Iowa law makes no distinction between large and small utilities for rate 

case expenses, the small number of customers who will be required to share the cost of Liberty’s 

rate case expense argues for particular care on Liberty’s part with respect to how ratepayer 

money is spent.  The Board should consider whether it is just for Liberty’s customers to bear the 

burden of paying for unnecessary or extravagant costs that could have been avoided or reduced. 

11. OCA asserts that Board, in determining reasonable and just rate case expenses, 

should reduce Liberty’s Estimated Rate Case Expense for Liberty’s failure to comply with the 

Iowa Code requirement that the estimated expenses include costs “through the time period 

allowed by the board in rendering a decision,” for Liberty’s failure to provide adequate 

Filed with the Iowa Utilities Board on March 31, 2017, RPU-2016-0003



4 

justification for material variances from the Estimated Rate Case Expense, for Liberty’s failure   

to include number of hours and cost per hour for the attorneys, or the travel expenses, for 

Liberty’s failure to include number of hours and cost per hour for the consultants, or the travel 

expenses, and for Liberty’s failure to detail or explain expenses included in a line entitled 

“Other,” and why it was not included in the Estimated Rate Case Expense.  

WHEREFORE, OCA respectfully requests that the Board determine a utility’s ability to 

recover rate case expense is not an unconstrained opportunity to spend money without regard to 

the burden those costs impose on ratepayers.  Instead, rate case expenses are recoverable only to 

the extent that the Board “deems the expenses reasonable and just.”   

      Respectfully submitted, 

 
       Mark R. Schuling 
       Consumer Advocate 
 
 
       /s/ Anna K. Ryon                                            
       Anna K. Ryon     
       Attorney 
 
       1375 East Court Avenue 
       Des Moines, IA 50319-0063 
       Telephone:  (515) 725-7200 
       E-mail:  IowaOCA@oca.iowa.gov  
 
       OFFICE OF CONSUMER ADVOCATE 
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