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Q. What is your name and what is your business address? 1 

A. John A. Robinett, PO Box 2230, Jefferson City, Missouri 65102. 2 

Q. Are you the same John A. Robinett who filed direct and rebuttal testimony on behalf of 3 

the Missouri Office of the Public Counsel (“OPC”) in this proceeding? 4 

A. Yes. 5 

Q. What is the purpose of your surrebuttal testimony? 6 

A. In this surrebuttal testimony, I will address the rebuttal testimony of Spire depreciation 7 

consultant John J. Spanos’ criticism of Staff’s General Plant depreciation 8 

recommendations. Additionally I will address Staff witness Ms. Sarah L.K. Lange‘s 9 

rebuttal testimony on the Grow Missouri Program. Further, I will discuss concerns related 10 

to the change in average service life of Account 376.3 Mains-Plastic and discuss further 11 

concerns OPC has related to the replacement of current meter technology with the smart 12 

ultrasonic meter roll out.  13 

Growing Missouri Program 14 

Q. What is Staff’s position related to the Grow Missouri Program? 15 

A. Staff witness Ms. Sarah L.K. Lange does not recommend approval of the program as 16 

described in the proposed tariff nor if the tariff were to be amended to incorporate further 17 

details.   18 
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Q. Does Ms. Lange provide additional concerns with the program as filed? 1 

A. Yes. Ms. Lange states the following at page 20 of her rebuttal testimony: 2 

Spire has provided a list of vague considerations it may take into account in 3 
selecting projects. Not only are these considerations not enumerated in the 4 
proposed tariff, they do not include whether such areas have existing or 5 
underutilized infrastructure, and whether or not areas have sufficient 6 
pipeline capacity. 7 

Q. Does OPC support the Grow Missouri program? 8 

A. No. As was discussed in my rebuttal testimony, OPC does not support the creation of the 9 

Grow Missouri Program. OPC is supportive of Staff’s position to deny the creation of the 10 

Grow Missouri Program.  11 

Q. Has Spire given any indication in other recent certificate of convenience and necessity 12 

(“CCN”) request cases that Staff is using too short of a view to determine a project is 13 

economical? 14 

A. Yes. In a current CCN case, GA-2021-0259, Spire in response to Staff’s recommendation 15 

stated the following: 16 

Staff seems to believe that because the investment appears to not be 17 
recovered in three years, the project is not economically feasible. Spire 18 
disagrees with this position as a 3-year rate of return is not a specific 19 
requirement for extending service as required by Rule 20 CSR 4240-3.305 20 
(1)(A) 5, and using complete recoverability of an investment in three years 21 
is not an appropriate basis by which to determine economic feasibility.  22 

I would expect to see similar language here in surrebuttal from Spire in response to my 23 

rebuttal testimony. 24 
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Q. Do you agree with the Company’s position? 1 

A. No. Spire controls all of the financial inputs into the decision to extend services to these 2 

individual customers. If these are uneconomical, it is potentially because Spire is not 3 

collecting enough in contributions in aid of construction (“CIAC”) initially, or deciding 4 

not to fully charge a potential new customer in order to induce a fuel switch.  5 

Q. If the Commission decides to grant Spire’s request for the Grow Missouri Program, do 6 

you have any conditions or tools that you think might be beneficial for future CCNs? 7 

A. Yes. One option that I have been thinking about lately is a tool that I have seen used in the 8 

small water and sewer world. Specifically I think a plant held for future use scenario would 9 

be a tool the Commission could employ in which a portion of the project is placed in a 10 

holding account and not recovered in rates. The portion of the project is only placed into 11 

rates when certain metrics or criteria are met, for example a certain active customer count 12 

on the main has been achieved similar to a capacity adjustment used in small water and 13 

sewer cases for systems that are overbuilt to serve future expected needs. If the 14 

Commission were to approve the Grow Missouri Program, I would suggest implementing 15 

this tool in order to prevent subsidization provided by current ratepayers. 16 

Mains Average Service Life – Plastic 17 

Q.  What are the current life recommendations for plastic mains? 18 

A. Review of Staff direct testimony shows that it is currently recommending a 60 year life for 19 

plastic mains. Spire Missouri consultant Mr. John J. Spanos’ depreciation study attached 20 

to his rebuttal testimony also recommends a 60-year life for plastic mains. Spire’s direct 21 
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testimony is a recommendation of 2.34% with no detail on the average service life or net 1 

salvage percentages that make up the depreciation rate. 2 

Q.  What have been the most recent depreciation lives for Mains – Plastic in depreciation 3 

studies? 4 

A. The depreciation study for Laclede Gas Company for gas plant at September 30, 2003 5 

indicated a 70 year average service life with a -15% net salvage. The depreciation study 6 

for Laclede Gas Company for gas plant at September 30, 2009 indicated a 70 year average 7 

service life with a -15% net salvage. The depreciation study for Laclede Gas Company for 8 

gas plant at September 30, 2012 indicated a 75 year average service life with a -25% net 9 

salvage. The depreciation study for Laclede Gas Company for gas plant at September 30, 10 

2016 indicated a 75 year average service life with a -30% net salvage. The depreciation 11 

study for Spire Missouri for gas plant at September 30, 2020 indicated a 60 year average 12 

service life with a -40% net salvage. Attached as Schedule OPC-JAR-S-1 are the 13 

depreciation tables from the studies received from Laclede Gas Company now Spire 14 

Missouri East. 15 

Q.  Do you have any concerns with the shortening of average service life for Account 16 

376.3 Mains-Plastic? 17 

A. Yes. In Case No. GR-2017-0215 and 0216, I raised concerns that the accelerated nature of 18 

the ISRS and the retiring of sections of new plastic patches would have a negative impact 19 

on the average service life of the mains - plastic account. Below is the Direct Testimony I 20 

filed in cases GR-2017-0215 and GR-2017-0216 that lays out my concern related to early 21 
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retirements of plastic segments and a depreciation recommendation to label retirements as 1 

outliers to be eliminated from the study: 2 

ISRS Plastic Retirements 3 
Q.  What is OPC’s position regarding the depreciation treatment of plastic 4 
pipe being replaced as part of ISRS projects? 5 
A.  OPC requests that the Commission order Laclede and MGE to record the 6 
early retirements of plastic pipe being replaced under Laclede and MGE’s ISRS as 7 
transaction code 7 “outlier retirements” for purposes of the depreciation study data 8 
base. 9 
Q.  Why is this recommendation important? 10 
A.  Laclede and MGE’s new practice that began in 2011 is to replace and 11 
abandon large amounts of plastic pipe before the useful life of those pipes has 12 
ended. Many of the replaced pipes were in the ground only a few years before being 13 
abandoned. Over time these multiple short lived asset retirements will cumulatively 14 
decrease the overall estimated average service life of plastic pipe installed in the 15 
entire system. This distortion in the average service life on this plant by continuous 16 
early retirements may result in a skewed and abnormal relationship between the 17 
plant and reserve balance. This skewed and abnormal relationship, if not noted and 18 
removed from the depreciation study, will likely indicate an increase in 19 
depreciation rates when no increase is actually needed. This potential increase in 20 
depreciation rates will increase Laclede and MGE’s cost of service artificially and 21 
unnecessarily. 22 
Q.  How to you propose Laclede and MGE address this concern? 23 
A.  OPC requests that the Commission order Laclede and MGE to record the 24 
early retirements of plastic pipe being replaced under Laclede and MGE’s ISRS as 25 
transaction code 7 “outlier retirements” for purposes of the depreciation study data 26 
base. By recording early retirements in this manner, the early retirements will not 27 
skew future depreciation studies. 28 

Q.  Were your recommended retirement coding recommendations ordered? 29 

A. No they were not. 30 

Q.  Have your concerns from the 2017 case been realized in the current case? 31 

A. Yes. Based on Staff’s and Mr. Spanos’ depreciation recommendations there has been a 32 

shift in the recommended average service lives for plastic mains of 15 years. Mr. Spanos’ 33 
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recommendation in his depreciation study for Laclede Gas Company for gas plant at 1 

September 30, 2016, indicated a 75 year average service life with a -30% net salvage. Mr. 2 

Spanos filed his depreciation study as a schedule to his rebuttal testimony for Spire 3 

Missouri for gas plant at September 30, 2020, and indicated a 60 year average service life 4 

with a -40% net salvage. The current ordered rate for Mains-Plastic is a 1.57% depreciation 5 

rate which is driven by a 70 year average service life and -10% net salvage. 6 

Q.  Do you have an amended depreciation recommendation for Account 376.3 Mains-7 

Plastic? 8 

A. Yes. My original recommendation was for the current ordered rates for Spire Missouri East 9 

to remain in effect and be used for Spire Missouri West save for several modifications for 10 

newly created smart meter and smart meter installation accounts and for account 376.2 11 

Mains-Cast Iron. For Account 376.3 Mains– Plastic, I recommend utilizing a 75 average 12 

service life, which is consistent with the September 30, 2012 and 2016 depreciation studies 13 

performed by Mr. Spanos on behalf of Spire Missouri East. Consistent with the current 14 

depreciation study that has seen an increase in cost of removal, I recommend utilizing the 15 

-40% net salvage as calculated by both Staff and Mr. Spanos.  Utilizing the -40% net 16 

salvage and 75-year average service life, I recommend a depreciation rate of 1.87% for 17 

Account 376.3 Mains- Plastic. Based on Staff’s direct Accounting schedules this would be 18 

a reduction of depreciation expense of approximately $3.2 million for Spire Missouri East 19 

and a $2.9 million reduction for Spire Missouri West.  20 
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General Plant Amortization 1 

Q.  Is Spire recommending adoption of General Plant Amortization? 2 

A. It appears that the rebuttal recommendation of Spire consultant Mr. John J. Spanos is for 3 

adoption of general plant amortization. However, that request was not present in Spire’s 4 

direct testimony or schedules. Spire’s direct depreciation recommendation was buried in 5 

schedules attached to Mr. Wesley E. Selinger’s direct testimony (now adopted by Mr. Scott 6 

A Weitzel) Schedule WES-1 H-11-Depr Adj Page 38 of 45. That recommendation gave no 7 

background information on average service lives or the net salvage percentages. 8 

Q.  What was Spire’s direct recommendation for general plant, and how does it compare 9 

to Staff’s direct recommendation for general plant? 10 

A. Spire’s direct recommendation is fairly similar to Staff’s recommendation for general 11 

plant. In fact, Spire’s direct depreciation recommendation for rates for the square curve 12 

accounts likely to be amortized matches Staff for Accounts 391 Office furniture and 13 

equipment; 391.1 Mechanical office equipment; 391.2 data processing software/systems; 14 

393 Stores equipment; 394 Tools, shop, and garage equipment; 397.1 Communication 15 

equipment- ERTS; 397.1 Communication equipment- AMR; and 398 Miscellaneous 16 

Equipment. In addition, 395 Laboratory equipment has only a difference of 0.01% between 17 

Staff and Spire. Although it is not a square curve account, Staff and Spire also 18 

recommended the same depreciation rates for account 392 Transportation equipment-19 

trucks and account 392.1 Transportation equipment- automobiles. 20 



 
 

Surrebuttal Testimony of 
John A. Robinett 
Case No. GR-2021-0108 

Page 8 of 24 
 
 

Q.  What did Mr. Spanos have to say about Staff’s general plant depreciation 1 

recommendations? 2 

A. Beginning at page 18 of his rebuttal testimony, Mr. Spanos discusses how Staff’s 3 

recommended rate of 4.71% for Account 391 Office Furniture and Equipment will result 4 

in a under recovery of future assets.  He continues by saying this will occur for other general 5 

plant accounts represented by amortization accounting. It is important to point out Spire’s 6 

direct position is the exact same 4.71% recommended by Staff. To make matters worse, 7 

review of Mr. Spanos’ own study (Schedule JJS-R2 page 52 of 396 VI-6) shows that he 8 

recommends a rate of 4.71% for Account 391 Total Office Furniture and Equipment, which 9 

is a dollar weighted rate in which Mr. Spanos sets “fully accrued plant” to 0.00% 10 

depreciation rate and utilizes a depreciation rate consistent with the proposed amortization 11 

period for all not fully accrued plant. In doing so, Mr. Spanos has failed to acknowledge 12 

that Staff and Spire essentially accepted and adopted Mr. Spanos’ whole/total account rate. 13 

Mr. Spanos’ criticism  of Staff should fall back on himself as failing to clearly indicate to 14 

Spire what his actual recommendation was, since Spire also recommended what Staff did 15 

for most general plant accounts.  16 

Q.  Do you agree with Mr. Spanos that Staff’s recommendation will not fully recover 17 

general plant in accounts if amortization accounting were to be approved by the 18 

Commission? 19 

A. Yes. If the Commission were to approve the use of general plant amortization for Spire 20 

utilizing the lives Staff recommends, Staff’s depreciation rates would not recover the assets 21 
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in the same time frame. However, as noted earlier, Spire’s direct recommendation is the 1 

same as Staff for these accounts and would also not fully collect the asset value over the 2 

ordered lives.  3 

Q.  Do you agree with Mr. Spanos that fully amortized plant should be ordered to zero 4 

depreciation rates if they remain on the books? 5 

A. No. At the time the rates are set, Spire’s rates are set with a level of fully accrued plant and 6 

depreciation expense built in to rates utilizing the entire plant balance. Ratepayers should 7 

receive the benefit of increased reserves if the utility does not timely retire fully accrued 8 

dollars. If general plant amortization is approved, it is Spire’s decision how regularly to 9 

retire fully amortized general plant, which could be monthly, quarterly, bi-annually, or 10 

annually.   11 

Q.  Has the Commission approved and ordered General Plant amortizations for Spire? 12 

A No. 13 

Q.  Did Spire request General Plant amortization as part of their direct testimony? 14 

A No discussion of general plant amortization can be found in Spire’s direct case, it is only 15 

in Mr. Spanos’ rebuttal testimony.   16 

Q.  Have other utilities been granted general plant amortization? 17 

A.  I must acknowledge that this type of accounting has been previously ordered for electric 18 

utilities in Missouri: Ameren Missouri and Evergy. Additionally, the useful lives that have 19 

been selected for General Plant Amortization, at least for electric utilities, use the historical 20 

depreciation rates previously ordered for those accounts.  21 
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Q.  Do you recommend using General Plant Amortization or Vintage Year Accounting 1 

for General Plant Accounts? 2 

A.  No. I recommend that the Commission not take either approach. 3 

Q.  Why? 4 

A.  General Plant Amortization threatens the ability to perform any sort of prudence review of 5 

plant added into these accounts because it fails to track retirement units and original costs. 6 

Under the General Plant Amortization method, or Vintage Amortization method, only two 7 

values matter: the total additions for an account in a vintage year and the amortization 8 

period over which the original investments are to be recouped. Because only these two 9 

values are tracked, the method does not require the recording of the original cost of any 10 

particular asset. Stated differently, the total additions do not reflect the costs per retirement 11 

unit (a “retirement unit” being the smallest measurable breakdown of a particular type of 12 

asset to be recorded as capital). Not reflecting the costs per retirement unit is concerning 13 

because it will hamper the ability of parties to evaluate the prudency of capital 14 

expenditures. This is because it is difficult to make any type of prudency evaluation for a 15 

given asset when all the assets are lumped together in one account instead of being broken 16 

out by asset (i.e. cost per retirement unit). In addition, General Plant Amortization will only 17 

produce historical data for depreciation that matches the amortization period for the 18 

selected account. This is a problem because the amortization periods may or may not match 19 

the useful life of the assets. In other words, the data will only show the retirements booked 20 

in strictly dollar amounts and will not show retirement of any actual physical assets unless 21 
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the Commission orders otherwise. Therefore, any future depreciation study cannot properly 1 

analyze the lives of the assets, since they are not being tracked, to develop the appropriate 2 

depreciation rate. Depreciation is designed to determine a return of investment to the 3 

Company based on the useful lives of its assets. With General Plant Amortization, plant 4 

assets may actually retire prior to the amortization period or may survive many years past 5 

the amortization period. Moving to General Plant Amortization removes the need for asset 6 

experience data, as the data will only match the authorized amortization period on a going 7 

forward basis. Under General Plant Amortization plant recovery will be the same 8 

percentage of recovery per year for the whole amortization period, rather than recovery 9 

based on historical data experienced. 10 

Q.  Are there any other aspects of General Plant Amortizations that cause concern? 11 

A.  Yes. I understand that if the method is approved, Spire should retire all assets in each 12 

requested account that are older vintages than the amortization period. Moving to General 13 

Plant Amortization will consequently mean that any assets that are of an older vintage than 14 

the amortization period would be considered fully recovered. Leaving these assets in 15 

service would lead to a higher initial recovery and the possibility, but not guarantee, of an 16 

over collection occurring by the next rate case. Also, I note that additional amortizations 17 

may be needed on an account-by-account basis to correct for reserve imbalances if Spire’s 18 

request to use General Plant Amortization is approved. 19 
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Q.  Is denying the Company’s proposal to change to General Plant Amortization in the 1 

public interest? 2 

A.  Yes. Denying Spire’s proposed change, and continuing the Company’s current 3 

methodology, is in the public interest because it enables the Commission, Staff, and OPC 4 

to conduct prudence reviews after the fact. Spire will continue to track retirements and 5 

costs, and it will provide data useful for conducting future depreciation studies that would 6 

otherwise be unavailable. 7 

Q.  Do you have any recommendations if the Commission determines that General Plant 8 

Amortization is appropriate? 9 

A.  Yes. If the Commission approves Spire’s request for General Plant Amortization, I 10 

recommend that the Commission order Spire to continue specifying the original cost and 11 

associated retirement units for all additions to the accounts where General Plant 12 

Amortization accounting treatment will occur. Additionally, Spire should be placed under 13 

a standing order to treat all general plant that exceeds the amortization period as retired for 14 

ratemaking purposes. 15 

Q.  If the Commission approves General Plant Amortization despite your concerns, what 16 

amount of retirements do you recommend? 17 

A.  At this time I do not have specific numbers for the required retirements for assets. However, 18 

Spire should retire all plant in each requested account that exceeds the amortization period. 19 

Consider, for example, an item in the general amortization account of 10 years that actually 20 

came into service in 2009. Spire may still be using the 2009 piece of equipment; however, 21 
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under General Plant Amortization, the dollars associated with the 2009 asset need to be 1 

retired from the account since the asset is older than 10 years. This would be true for all 2 

assets in the general plant accounts that are older than the recommended period for Spire. 3 

More discovery is required for me to identify the values that would need to be retired. 4 

Existing Meter Infrastructure  5 

Q. Does Staff discuss the existing metering infrastructure? 6 

A. Yes. At page 2 of Mr. J Luebbert’s rebuttal testimony he discusses the existing meter 7 

infrastructures. 8 

Q.  Does Staff discuss the potential for a stranded asset? 9 

A. Yes. At page 5 of Mr. Luebbert’s rebuttal testimony he is discussing Spire’s response to 10 

Staff data request 0293 in which Staff asked if Spire had plans to retire existing meters.  In 11 

that DR response Spire states: 12 

When a meter is off and customer service needs to be re-stablished, the 13 
meter is being replaced regardless of age. At this point, the change in the 14 
frequency of replacements has not been targeted to a level that has 15 
warranted an evaluation of the impact to the retirement of the meter plant in 16 
service. For Spire Missouri East if a replacement schedule is finalized that 17 
will have a material impact, such analysis will be performed. 18 

This response is concerning because Spire has not considered its plan to retire the 19 

existing meter and communication equipment attached to the meters let alone the affects 20 

the retirements will have on the depreciation reserves. 21 



 
 

Surrebuttal Testimony of 
John A. Robinett 
Case No. GR-2021-0108 

Page 14 of 24 
 
 

Q. Has Spire answered any other Staff data requests that lead you to believe a reserve 1 

deficiency may already exist and will only worsen with the decision to fully covert to 2 

ultrasonic meters?  3 

A. Yes. Spire’s response to Staff data request 0443 specifically questions 14 and 15 4 

14. Has Spire Missouri retired the existing diaphragm meters that were 5 
removed for testing within the meter sampling process which meet the 6 
accuracy standard? Explain and cite any adjustments Spire Missouri made 7 
within this case to account for the retirements.  8 
Spire has been retiring most existing diaphragm meters that were 9 
removed for testing and met the accuracy standard for years. [emphasis 10 
added] This has been the case in all regions and is consistent across the 11 
industry. For some time, there has been a disconnect between the asset 12 
depreciation and the practical life of a meter. [emphasis added] Spire 13 
agrees that this needs to be analyzed and that further conversations and 14 
discussions with Staff and other interested parties are beneficial. Meters 15 
removed for accuracy testing have been retired when still testing accurately 16 
for the following reasons: 17 

• Fundamentally the Company has found that refurbishing a meter is 18 
not cost effective when all of the cost factors are considered from 19 
the time a meter is removed to the time it is delivered to be 20 
reinstalled. 21 

• The meter condition was such that refurbishment simply was not 22 
possible or practical. 23 

• The meter was of a type and size that is no longer used by Spire. For 24 
example, meters sized below a capacity of 250 CFH are no longer 25 
used in any Spire region. 26 

 27 
15. Does Spire Missouri intend to retire the existing diaphragm meters that 28 
were removed for testing within the meter sampling process which meet the 29 
accuracy standard? If not, explain why it is not appropriate to do so. 30 
 31 
Yes the meter is retired. 32 

Spire in their responses to Staff have admitted that they have been retiring meters that meet 33 

accuracy standards for years. Additionally, Spire states that “[f]or some time, there has 34 
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been a disconnect between the asset depreciation and the practical life of a meter.”  1 

Additionally, Spire’s response to OPC data request 8521 indicates that the average 2 

retirement of meters in Spire Missouri East is 22.1 years and Spire Missouri West is 18.8 3 

years, well short of the 35-year average service life for sample year 2018. 4 

Q. Should ratepayers have to pay for Spire’s created under recovery for diaphragm 5 

meters?  6 

A. No. First, Spire, in its responses to Staff data request 0443, admits that it has “for years” 7 

been retiring meters that met accuracy standards instead of placing them back into 8 

inventory and eventually the field. Spire has thus created this problem by how it managed 9 

its meters and inventory. Second, in that same data request Spire indicates knowledge of a 10 

disconnect between the asset depreciation and practical life of a meter, yet the Company 11 

has apparently done nothing to attempt to rectify this problem. For both of these reasons, 12 

Spire’s customers should not have to pay for the under recovery of diaphragm meters.  13 

Q. Did Spire recommend a shortened depreciation life for diaphragm meters in this case?  14 

A. No. Spire’s direct recommendation as well as Mr. Spanos’ rebuttal depreciation study 15 

recommends a life of 35 years for diaphragm meters. 16 

Q. Are you aware of what the depreciation average service lives recommendations have 17 

been for the past several depreciation studies?  18 

A. Yes. Please refer to Schedule OPC-JAR-S-1. In Laclede Gas Company’s depreciation 19 

study for plant as of September 30, 2003, the average service life recommendation for the 20 

meters account was 37 years with a positive 5% net salvage. In Laclede Gas Company’s 21 
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depreciation study for plant as of September 30, 2009, the average service life 1 

recommendation for the meters account was 37 years with a positive 5% net salvage. In 2 

Laclede Gas Company’s depreciation study for plant as of September 30, 2012, the average 3 

service life recommendation for the meters account was 33 years with a positive 3% net 4 

salvage. In Laclede Gas Company’s depreciation study for plant as of September 30, 2016, 5 

the average service life recommendation for the meters account was 35 years with a 6 

positive 3% net salvage. In Spire Missouri’s depreciation study for plant as of September 7 

30, 2020, the average service life recommendation for the meters account was 35 years 8 

with a positive 3% net salvage. Consistently Mr. Spanos has recommended average service 9 

lives for diaphragm meters ranging from 33-37 years even while Spire has known of a 10 

disconnect in depreciable lives and actual lives “for years.” 11 

Q. Does Staff in their rebuttal testimony recommend inclusion of the new smart meters in 12 

rates?  13 

A. No. Staff cites throughout Mr. Luebbert’s rebuttal testimony a lack of support as the main 14 

reason for the disallowance. 15 

Q.  Do you have any suggestions for the Commission on how to handle the remaining plant 16 

balance for the diaphragm meters and the communication equipment ERT and AMI?  17 

A. Yes, the Commission has several options with how to handle the potentially large reserve 18 

shortfall for current meters. First, the Commission could essentially punt the issue to a 19 

future rate case, as no parties have really discussed how the stranded asset should be 20 

handled and all parties will have a better understanding of the true magnitude of the 21 
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shortfall in the next rate case. In this scenario, the Commission would just order a 1 

depreciation rate consistent with the current recommendations of all the parties. A second 2 

option the Commission could employ is a depreciation rate adjustment to account for the 3 

extremely truncated life expectancy of the remaining in-service and inventoried diaphragm 4 

meters and electronic reading devices. This adjustment will increase the depreciation 5 

expense to be collected over the remaining life period of the existing meter; however, this 6 

will greatly increase the depreciation expense from current levels and drive up the revenue 7 

requirement in this case. The main issue is that there is currently no set plan for meter 8 

replacements with a full conversion date to set new depreciation rates to in order to match 9 

the recovery to the period the meters are expected to remain in-service. The next option for 10 

the Commission to consider would be to create a regulatory asset for the remaining 11 

uncollected balance. In this scenario, the Commission would have multiple decisions it 12 

needs to make, the first being to determine whether the regulatory asset should still be in 13 

rate base and getting a return on and of the investment. Second, the Commission would 14 

need to determine over what period of time the recovery is to take place, which would 15 

create the amortization period and define the yearly amortization expense associated with 16 

the diaphragm meter regulatory asset. An additional option for the Commission to consider 17 

could be a disallowance of a portion of the remaining investment needed to be recovered 18 

due to the Company’s operation that created a reserve shortfall without making 19 

depreciation recommendations to make up for the realized disconnect in depreciation lives 20 

to actual experience that Spire has known about “for some time”. Finally, the Commission 21 
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could do a hybrid method of increasing depreciation rates slightly to recover a higher 1 

percentage before meters are completely retired and still create a regulatory asset and set 2 

up amortization of the allowed1 asset amount to be recovered over a set period of time. 3 

Q. Of the options you just listed, which do you recommend? 4 

A. My first recommendation is to disallow any future realized under recovery of the 5 

diaphragm meters and related equipment based on Spire’s admitted knowledge and lack of 6 

action to alleviate the issue. OPC witness Dr. Geoff Marke goes into much greater detail 7 

on this issue and I will defer further analysis to him. Should the Commission determine 8 

that complete disallowance is not appropriate, I recommend the Commission set up a 9 

regulatory asset for the unrecovered portion of diaphragm meters, not grant rate base 10 

treatment so Spire gets recovery of the investment but not a return on investment, and set 11 

up the amortization period for 20 years to minimize the impact on customers’ bills.    12 

Spire Missouri Rebuttal Depreciation Study 13 

Q. What is Spire’s recommendation for depreciation rates? 14 

A. That is a very good question. Spire’s depreciation study filed by its consultant in rebuttal 15 

testimony does not yield the same rates as was filed in attached schedules to Mr. Wesley 16 

E. Selinger’s direct testimony on behalf of Spire that has now been adopted by Mr. Scott 17 

A. Weitzel. Spires’s direct recommendations on certain accounts like 376.2 Mains- Cast 18 

                                                           
1 Allowed asset amount would be entire value of unrecovered original cost unless the Commission decided a 
disallowance was appropriate. Then allowed asset amount would be unrecovered original cost less the disallowance. 
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Iron indicate Spire did not accept its consultant’s recommendation. Therefore, I cannot 1 

fully determine exactly what Spire is recommending for depreciation rates. 2 

Q. Is Mr. Spanos critical of your disregard for historical data for Spire Missouri West?   3 

A. Yes. Mr. Spanos discusses how the 26 years of data is more than enough time to have 4 

developed statistically valid life characteristics. While this may be true for Spire Missouri 5 

West due to the age of the existing systems records being lost, I am aware of another natural 6 

gas local distribution company in the State that has, on two separate occasions, requested 7 

a waiver from the depreciation study rule for lack of historical retirements. Summit Natural 8 

Gas of Missouri requested waivers in Docket Nos. GE-2014-0010 and GE-2020-0009; in 9 

each of these instances the Staff of the Commission and OPC reviewed information 10 

provided by Summit and recommended the granting of the waiver from performing a 11 

depreciation study due to lack of historical retirements.  12 

Q. At page 3 of his rebuttal testimony Mr. Spanos implies you failed to use informed 13 

judgment to make your depreciation rate recommendation in this case and it is not 14 

sound methodology for performing a depreciation study to ignore historical data for 15 

Spire Missouri West. Do you agree with his analysis?   16 

A. No. Mr. Spanos’ first mistake is to assume I performed a depreciation study. I did not 17 

perform a study, as OPC does not have depreciation software needed to perform a study. 18 

Mr. Spanos and Staff have the ability and resources to perform a study that I do not. As to 19 

the rest of Mr. Spanos’ allegation, I can confirm that I did use informed judgment, based 20 

on my history of working depreciation cases since 2010. In my opinion it was appropriate 21 
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to recommend Spire Missouri East rates be applied to Spire Missouri West due to my 1 

comfort with the historical data that has been experienced by Spire Missouri East, formerly 2 

Laclede Gas Company, over more than 150 years. Spire Missouri East is the entity that 3 

bought former Missouri Gas Energy, so it is Spire Missouri East’s practices that will be 4 

used and controlling going forward.  Additionally, in working the ISRS cases, I became 5 

aware of an issue related to account 376.2 Mains- Cast Iron where the account has been 6 

driven into an under-recovery situation based on Spire’s accelerated method of replacement 7 

due to the placement of large additions in plant in service related to joint encapsulations 8 

being added to existing cast iron mains and being retired with cast iron mains being 9 

replaced. The issue is that the joint encapsulations were being booked to the cast iron mains 10 

account with average service lives of 70-80 years, which was not even remotely close to 11 

what was being experienced by the joint encapsulations. The joint encapsulations at most 12 

last 10 years for the larger diameter cast iron mains but were receiving depreciation expense 13 

as if they were to last 70-80 years. Under these parameters, Spire was only recovering from 14 

customers approximately 1/7 of original investment and only if the encapsulations were on 15 

the largest mains that feed the distribution system as they are last to retire under Spire’s 16 

replacement processes. As part of this surrebuttal testimony, I am making an informed 17 

adjustment to plastic mains account that I previously discussed in the 2017 case as a 18 

potential problem occurring due to accelerated retirements of new plastic mains. In 19 

addition, over past several ISRS cases Spire made a compelling argument for extending 20 
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the lives of plastic (polyethylene) mains to lives that exceed metallic mains as they lack 1 

the inherent flaw of corrosion that exists in the other main types.  2 

Q. Is it your opinion that plastic is going to last longer than the cast iron 3 
or unprotected steel? 4 
A. Yeah. The industry right now, no indication that there will be any 5 
issues with the plastic. Early on when the plastic was first involved there 6 
were some issues with what's called legacy plastic. We do not have any of 7 
that, for instance, in Missouri East. Other companies may have a little bit of 8 
that. They're going to replace it. But the plastic we're putting in, the 9 
polyethylene, it should last indefinitely.2 10 

Q. Mr. Spanos is highly critical of both Staff and your depreciation recommendations for 11 

various reasons such as focusing on the math or disregarding historical data. Are there 12 

any accounts where Mr. Spanos relies too heavily on the data or has no data to support 13 

his recommendations?   14 

A.  Most definitely. As has previously been identified relating to the diaphragm meter issues 15 

for nearly 20 years over 5 studies, Mr. Spanos has recommended depreciation lives for 16 

meters ranging from 37 to 33 to 35 years. Mr. Spanos even discusses the importance or 17 

relying on conversations with management to gain an understanding of how plans of the 18 

utility may affect the retirement date and rate of a particular asset class at page III-3 of his 19 

depreciation study (page 36 of 396 of Schedule JJS-R2). Mr. Spanos in the current case 20 

continued to recommend a depreciable average service life for diaphragm meters at 35 21 

years with no adjustments to recognize Spire’s plans to accelerate their retirement. Spire’s 22 

responses to Staff and OPC data requests discuss a known disconnect “for some time” 23 

                                                           
2 Case Nos: GO-2016-0332, GO-2016-0333, GO-2017-0201, GO-2017-0202, GO-2018-0309, and GO-2018-0310 
Tr. Vol.3, Pg.374 ln. 23 – Pg. 375 ln.6, Cross examination of Spire witness Craig R. Hoeferlin. 
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within the company of actual lives of meters to depreciable lives and yet a change was not 1 

recommended by Spire or its depreciation consultant. As was discussed in my rebuttal 2 

testimony, Spire recommended changes to the newly created smart meter and smart meters 3 

installation accounts that were not supported by any historical analysis since the first meters 4 

were installed in mid-year 2020.  OPC asked data request number 8511 which sought Mr. 5 

Spanos’ rational for changing the lives of the smart meters and smart meters installations 6 

accounts with no historical retirement data for Spire Missouri. Spire’s answer, which is 7 

signed by Mr. Weitzel, indicates that: 8 

The 15 year life is based on the understanding of the nature of the smart 9 
meters and informed judgment of the life cycle of smart meters which 10 
includes the life estimates of other utilities in the industry that have 11 
experienced more defined life characteristics for smart meters. 12 

In this answer, which I will assume was at least informed by Mr. Spanos, he seems to 13 

indicate no reliance on experience by Spire. This answer appears to be only based on what 14 

Mr. Spanos has seen at other utilities, of which there is no evidence in his testimony or 15 

attached schedules that would support what other gas utilities have done or are doing with 16 

ultrasonic meters. Moreover, it is unclear what type of utilities are being referenced in this 17 

answer. OPC asked an additional data request, number 2140, answered by Spire’s witness, 18 

Mr. James Rieske, that discusses the smart meter infrastructure being deployed by Spire. 19 

Mr. Rieske’s response was that the average service life of an ultrasonic meter is 20 years. 20 
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Q. Do you have any other concerns related to Mr. Spanos’ study and depreciation 1 

recommendations?   2 

A.  Yes. Page 380 of 396 of Schedule JJS-R2 is a generated report from the software that used 3 

Spire’s recommended rate and net salvage parameter to determine the annual accrual based 4 

on the vintage additions. One important note is there are no output files from the retirement 5 

rate calculation function that analyzes the historical retirement and remaining original 6 

investment in order to determine the average service life based on the retirement rate. No 7 

retirement data once again means Mr. Spanos is relying on what other utilities are doing 8 

for their enterprise software but doesn’t present any information about what the other 9 

utilities are doing or if their systems are using the same software platforms as Spire. Again, 10 

this account seems to be driven by other utilities actions and has zero historical retirement 11 

basis of Spire that would have driven a change in depreciation rates. 12 

Q. Do you have any other thoughts on Mr. Spanos’ study and its disconnection to Spire’s 13 

direct recommendation?   14 

A. Yes. Mr. Spanos condemns Staff’s interpretation of his study that was nearly identical to 15 

the interpretation provided by Spire. It appears that Mr. Spanos failed to inform Spire of 16 

what his actual recommendation was or allowed Spire to misinterpret it. It is also important 17 

to note, in my opinion, that in Spire’s direct case it rejected the recommendation of Mr. 18 

Spanos related to account 376.2 Mains-Cast Iron and instead recommended a depreciation 19 

rate that was in line with Staff’s recommendation, which Mr. Spanos ironically then went 20 

on to claim indicated Staff had not recognized the trend and new ISRS statute. This is once 21 
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again another case of Mr. Spanos chastising Staff when Spire rejected his recommendation, 1 

and instead recommended adopting a depreciation rate that was in line with Staff’s 2 

recommendation. If Spire doesn’t recommend its hired consultant’s depreciation rates, that 3 

should be given serious weight in deciding which set of depreciation rates to order. 4 

Remember this case began in direct testimony with Spire citing a rule that it claimed meant 5 

that it did not need to provide a depreciation study for this case. As was discussed in my 6 

rebuttal testimony, Spire has provided now, at rebuttal testimony, a minimum of three 7 

potential depreciation recommendations.   8 

Q. Does this conclude your surrebuttal testimony?   9 

A. Yes, it does. 10 
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December 11, 2020 

Spire Missouri, Inc. 
700 Market Street 
St. Louis, MO 63101 

Attention  Scott Weitzel 
  Managing Director of Regulatory and Legislative Affairs 

Ladies and Gentlemen: 

Pursuant to your request, we have conducted a depreciation study related to the 
gas plant of Spire Missouri, Inc as of September 30, 2020.  The study results include 
annual depreciation rates and amounts for regulatory reporting purposes.  The attached 
report presents a description of the methods used in the estimation of depreciation, 
summaries of annual and accrued depreciation, the statistical support for the life and net 
salvage estimates and the detailed tabulations of depreciation by year installed for each 
account. 

 Respectfully submitted, 

 GANNETT FLEMING VALUATION 
AND RATE CONSULTANTS, LLC 

JOHN J. SPANOS 
 President 

JJS:mle 

067776. 00 

Gannett Fleming Valuation and Rate Consultants, LLC 
207 Senate Avenue • Camp Hill, PA 17011-2316 

t: 717.763.7211 • f: 717.763.4590 

www.gfvrc.com
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