In the Matter of:
SPIRE MISSOURI, INC'sd/b/a SPIRE REQUEST FOR AUTHORITY, €tc.

GR-2021-0108, VOL. XI
August 03, 2021

1C

Tiger Court Reporting. LLC

www.tigercr.com 573.999.2662




© 00 N o O A~ W N P

N NN R R R R R R R R R R
N B O © O N o 00 N W N R O

23
24
25

GR-2021- 0108, Vol. Xl

BEFORE THE PUBLI C SERVI CE COWM SSI ON
STATE OF M SSOURI

TRANSCRI PT OF PROCEEDI NGS
Evi denti ary Heari ng
August 3, 2021
Jefferson City, M ssouri

Vol une 11

In The Matter OF Spire M ssouri Inc.'s)
d/ b/a Spire Request for Authority to )
| npl ement a General Rate Increase for ) File No. GR 2021-0108
Nat ural Gas Service Provided in the )
Conmpany's M ssouri Service Areas )

CHARLES HATCHER, Presi ding
Regul atory Law Judge
RYAN SI LVEY, Chairman,
SCOT'T RUPP,
JASON HOLSMAN,
GLEN KOLKMEYER,
MAI DA COLEMAN,
Conmi ssi oner s.

REPORTED BY:
Lisa M Banks, CCR
Tl GER COURT REPORTI NG, LLC

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662




© 00 N oo o b~ O wWw N P

N N N RP B R R R R R R R R
N B O © O N o 00 N W N R O

23
24
25

GR-2021- 0108, Vol. Xl

APPEARANCES

MATTHEW APLI NGTON, Attorney at Law
GOLDI E BOCKSTRUCK, Attorney at Law
RACHEL NI EMEI ER, Attorney at Law
Spire M ssouri |Inc.
700 Market Street, 6th Fl oor
St. Louis, Mssouri 63101
314. 342. 0533
matt . apli ngton@pi r eenergy. com
gol di e. bockstruck@pi r eener gy. com
rachel . ni enei er @pi reenergy. com
FOR: Spire M ssouri

ANNE E. CALLENBACH, Attorney at Law
FRANK A. CARO Attorney at Law
900 W 48t h Pl ace, Suite 900
Kansas City, M ssouri 64112
816. 572. 4760
acal | enbach@ol sinelli.com
fcaro@ol sinelli.com
FOR: Spire M ssouri

DEAN COCOPER, Attorney at Law
Brydon, Swearengen & Engl and, P.C
312 E. Capitol Avenue
Jefferson City, Mssouri 65101
573. 635. 7166
dcooper @r ydonl aw. com

FOR: Spire M ssouri

JAM E MYERS, Legal Counsel
Governor O fice Building
200 Madi son Street, Suite 800
P. O Box 360
Jefferson City, M ssouri 65102-0360
573. 751. 1854
FOR Staff O M ssouri Public Service Conmm ssion

JOHN CLI ZER, Counsel
Governor O fice Building
200 Madi son Street, Suite 650
Jefferson City, Mssouri 65102
573. 751. 5324

FOR: Ofice O Public Counsel

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

187



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

PROCEEDI NGS

JUDGE HATCHER: Let's go on the record.
Good nmorning. M nane is Charles Hatcher. Again, | amthe
regul atory | aw judge assigned to this hearing. Today's date
is August 3rd, 2021. And the Conm ssion continues its
evidentiary hearing in File Nunber GR-2021-0108. Again, |
want to state for the record we are having a hybrid hearing,
nmeani ng that sonme participants are physically in-person here
in Courtroom 310. Qher participants are participating via
WebEx, which is a video conferencing Internet application.
Those wi Il be both conputer participants and phone-in
partici pants.

Everyone on the WebEx, please nute
yoursel ves until you need to speak. For those on the phone,

calling into WebEx, you unnute by pressing *6. And one | ast

war ni ng on WebEx, the chat function is not private. | highly
recommend that you do not use it. It is not part of the
official record and it can be seen by other people. It is

not private.

Wth that said, let's junp into our issue
today. | understand we are starting with ultrasonic neter
recovery. | spy a couple of neters in the courtroom here.
And | understand we're going to start with mni opening
statements. Excellent. And opening statements, we'll go

first wwth Spire. M. Aplington.
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SPI RE OPENI NG STATEMENT BY MR, APLI NGTON:

MR, APLI NGTON: Thank you, Your Honor. My it
pl ease the Comm ssion. M nanme is Matt Aplington and |
represent Spire Mssouri, and | amvery excited to be here
t oday and have the opportunity to talk to you about
ultrasonic neters at Spire. There are a |ot of inportant
issues in this case. W tal ked about many of them yesterday,
but |I chose to present on this issue because in ny opinion,
this is the nost inportant issue in the case.

Spire's gas safety and field enpl oyees work
closely with the Comm ssion's own safety staff year-round to
make sure that our distribution systemis as safe as possible
for our customers and communities. As we have accel erated
repl acenment of old mains and services with new nodern
materials, such as plastic pipe, we've seen a reduction in
t he nunber of |eaks and natural gas incidents. However, for
all the attention that is rightfully placed on the safety of
our system we have always | acked the technology to
proactively manage the safety of custoner-side piping beyond
the neter.

This year that changed in Spire Mssouri, as
we began installing the next generation of natural gas
neters, one that is sitting here next to ne.

JUDGE HATCHER: M. Aplington, I'mgoing to

ask you to stop. You're only a couple of mnutes into your
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opening. It's ny understanding that we have a coupl e of
people in the old hearing roomon WbEx. W're going to give
thema couple of mnutes and then we will restart.

MR APLI NGTON: Very good.

JUDGE HATCHER: Ckay. M. Witzel, did you
sign into WebEx?

MR, VEI TZEL: Yes.

JUDGE HATCHER: You're in the wong hearing

room
MR WVEITZEL: | know.
JUDCE HATCHER:  Ckay.
MR VEITZEL: |'mhere. Don't worry about
me.

JUDCGE HATCHER: No problem Sorry for
calling you out.

MR VEITZEL: That's fine. | deserve it.

JUDGE HATCHER: Again, for everyone on the
VWbEXx or listening on the livestream we're at a pause right
now. We've run into sonme technical difficulties this week
with this hearing, which has caused us to create a new WbEX.
And having those two nunbers floating out has created a
l[ittle bit of confusion. So we are currently just pausing
for a mnute. And, now we do have everyone here.

M. Aplington, please go ahead. Thank you.

MR APLI NGTON: Spire M ssouri opening
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statenent take two. My it please the Conm ssion. M nane
is Matt Aplington. | represent Spire Mssouri and | am so
excited to have the opportunity to talk to you today about
ultrasonic meters at Spire. There are a |ot of inportant
issues in this case and we heard about many of them
yesterday. But | chose to present on this issue because |
feel strongly that it is the nost inportant issue in this
case.

Spire's gas safety and field enpl oyees work
closely with the Conm ssion's safety staff year-round to make
sure that our distribution systemis as safe as possible for
our custoners and communities. As we have accel erated
repl acenent of old mains and services with new nodern
materials, such as plastic pipe, we've seen a reduction in
t he nunber of |eaks and gas safety incidents. However, for
all the attention that is rightfully placed on the safety of
our system we've always |acked the technology to proactively
manage the safety of custoner-side piping beyond the neter.

This year that changed in Spire Mssouri, as
we began installing the next generation of natural gas meters
which we call ultrasonic neters. An exanple is sitting up
here at the podiumwi th nme. These devices bring incredible
benefits to our custonmers. The primary benefit of this
device is safety. 1In ny experience, the scariest scenario

that our field enployees and custoners face is when a fue
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i ne becones open on the custoner's side of the meter which
can quickly fill a home with natural gas. Qur new ultrasonic
nmeters continuously neasure the flow of natural gas into the
home and contain a valve that automatically shuts off the
flow of natural gas to a honme when the neter senses an open
fuel lock. This prevents the honme fromfilling with gas and
w Il prevent explosions and fires fromincidents, such as
copper theft in an unoccupi ed hone.

The inportance of this safety feature cannot
be overstated. |'mconvinced that it will save lives. W at
Spire Mssouri firmy believe that we have the duty to
saf equard our nost essential assets, our enployees and the
custonmers we serve. These neters also bring additional
safety benefits to our custoners and enpl oyees.

For exanple, the ultrasonic neter contains a
t enperature sensor which will automatically shut off the flow
of natural gas when it detects a fire, preventing natural gas
fromfueling a fire at a home. The ultrasonic neter is also
capabl e of being turned off via renpte control that can be
depl oyed to our field technicians. This will allowthemto
make buil dings gas safe without the need to approach the
structure to physically turn off the neter valve. Here,
again, we know that this technology will prevent serious
injuries to our first responder field enpl oyees.

The ultrasonic neter al so delivers

TI GER COURT REPORTI NG LLC 192
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

gane- changi ng nmeasurenent accuracy for our custoners. The
devi ce uses ultrasoni ¢ measurenment technology in place of the
di aphragm technol ogy invented in the 1800s. This old

technol ogy relies on a series of noving parts and gears which
tend to degrade over time. Wen this happens accuracy
suffers. By contrast, the ultrasonic neter has no noving
parts and delivers incredible accuracy, both out of the box
and for the entire life -- service life of the device.

| want to stress that the ultrasonic neter
delivers all of these benefits right out of the box w thout
bei ng connected to any network. There are no network costs
involved in this case. And the neter itself costs just $27
nore than a traditional diaphragmmeter and will have a
20-year service life. That neans that Spire can deliver all
of these benefits for just $1.35 per year of increnental
cost .

Qther parties in this case oppose this new
nmetering technology primarily due to the slightly increased
cost and the potential that the cost of some |egacy neters
may become stranded. While cost is an inportant
consideration, if we can save the life of a custoner or an
enpl oyee for pennies a nonth, | believe we have an obligation
and a duty to do so.

To place these incremental costs into

context, having utilized diaphragmnneters for every
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residential installation during the test year of this case,
the cost woul d have been approxinmately $8.4 mllion. |If we
had used ultrasonic neter for all those installations, the
cost woul d' ve been approximately $9.8 million for the device.
The installation costs woul d have been the sane.

Contrary to the suggestion of those parties
opposed to ultrasonic nmetering, Spire has not instituted a
full-scale nmeter replacenment program W are nerely
introducing ultrasonic netering technology as the new
residential standard in Spire-operating areas. Finally, even
if we weren't convinced of the incredible benefit and val ue
of transitioning to ultrasonic neters, technology woul d have
pushed us to the sane result. As an industry, we are noving
away from conventional diaphragm nmeters and nany
manuf acturers will soon stop producing them

At Spire Mssouri East we nust al so pivot on
nmeters because our |egacy neasurenent network will no | onger
be supported by our vendor in just a few years.

For all of these reasons, we believe it's
critical that the Comm ssion recognize the value of this new
measur ement technol ogy, including rates, the nodest cost we
have incurred so far to begin the transition to these next
generation neters.

You will hear next from our w tness,

M. Janmes Ri eske, who is our director of nmeasurenent, who
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al so has a denonstration, if the Conmm ssion would |ike, of
how t he di aphragm neter technol ogy operates. Thank you.

JUDGE HATCHER: Thank you, M. Aplington.

Ms. Myers.

STAFF OPENI NG STATEMENT BY Ms. MYERS:

M5. MYERS: May it please the Comm ssion and
good norning. M nane is Jame Myers and |'m here
representing Staff of the Mssouri Public Service Conm ssion.
As al ready nentioned by counsel for Spire, Spire Mssouri has
incurred costs by replacing some of its existing nmetering
infrastructure with new ultrasonic neters. Initially, as
noted in the rebuttal testinmony of Staff w tness, J.
Luebbert, Staff's recommendation was that the Conm ssion not
permt Spire to recover the cost of the ultrasonic neters in
FERC subaccount 38.1. And further, not permt Spire to
include the costs of the ultrasonic neter installations in
FERC subaccount 382. 2.

However, after the June 9th technica
conference, where Spire provided additional information to
the parties regarding its replacenments of existing neters
wth ultrasonic nmeters, and additional information Staff
gat hered through the discovery process. Staff refined its
recomendati on regarding Spire's replacenent of its existing
nmetering infrastructure as presented in the surrebuttal

testinony of Staff w tness, Jay Luebbert.
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Staff does not object to the Conm ssion
allowm ng Spire Mssouri to include the cost of new ultrasonic
meters in instances where the service was already
di sconnected, the existing neter needed to be replaced and/ or
the alternative replacement option would be to purchase and
install a new diaphragmnmeter. But inportantly, not every
existing neter Spire has replaced wth an ultrasonic neter
was replaced for the reasons just stated. And therefore
Staff reconmends the Conmm ssion disallow the cost of neters
and installations, again, those costs booked in FERC
subaccounts 381.1 and 382.2, that were not replaced
consistent with the Staff's recomended i nstance.

And again, this is consistent wth Spire
counsel statenments that Spire is not undergoing a neter
repl acenment program just in instances where it is needed.
Specifically, Staff reconmends the Conm ssion disallow 26
percent of the cost of the meters and associ ated repl acenent
cost. Based on Spire witness, M. R eske -- | apologize if |
m spronounce your nanme -- rebuttal testinony, 26 percent of
the existing neters Spire replaced with ultrasonic neters
were | ess than ten years old and have not been required to be
tested in accordance with Conmm ssion Rule 20 CSR 4240-10. 030
Par agr aph 19.

Additionally, Staff and OPC noted in

testinony concerns of both parties have with the |ack of
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information and justification Spire has provided for its
neter replacenments. To address this going forward Staff
recommends the Conmi ssion require Spire to file quarterly
reports that detail and describe changes to Spire's neter
repl acement strategy for each M ssouri service area as well
as justification for any changes in replacenent strategy.

Staff further recommends that justification
shoul d include, but is certainly not limted to, cost-benefit
anal yses for changes and repl acenent strategy, alternative
approaches Spire has considered, and potential custoner
i npacts of changes. Staff witness, Jay Luebbert has witten
rebuttal and surrebuttal testinonies on Staff's
recommendations for ultrasonic neter recovery and is here
today to answer questions on this topic. Thank you.

JUDGE HATCHER: Thank you, Ms. Myers. W'l

nmove now to O fice of the Public Counsel.

MR COFFMAN:. |'m not here.
JUDGE HATCHER: | was just going to note
M. Coffman, | amcounting you as excused and you'll let ne

know when you want to be unexcused.
MR COFFMAN.  That is fine with ne.
MR CLIZER | just want to nake sure
M. Coffrman got his chance.
JUDGE HATCHER: | appreciate it, M. Cizer.

| have been infornmed that your opening is now on the
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conput er.

MR CLIZER | see it there.

JUDCGE HATCHER: | will direct the canera
appropriately.

MR CLIZER |'ve had Dr. Marke go back to
make sure the WebEx is looking at it right.

DR MARKE: Excuse ne, Judge. Is it
possi ble to zoomin at all?

JUDGE HATCHER: | wish. Sorry.
OPC OPENI NG STATEMENT BY MR, CLI ZER

MR CLIZER If it would please the
Conmi ssi on, John Cizer on behalf of the Mssouri Ofice of
the Public Counsel. I'mgoing to start off this discussion
today with just a quick rem nder of what a nmeter is and why
we are here. | want to talk first while pointing out that
when you think about an electric utility, right, what is the
nost expensive thing they're going to build? It's going to
be a power plant. So they're going to nmake up the biggest
amount of , you know, plant they've got in plant, ironically.
What about a gas utility. Well, for a gas utility, they
don't have that power generating station. Their biggest
contribution to the plant, they're going to be the pipes, the
di stribution system and the nmeters. This is a very
consi derabl e part of the actual rate base that Spire's

seeking to recover. That's what we're tal king about here.
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So this idea that we're dealing with only a couple of mllion
dollars, that is not entirely true. That is only what they
are seeking to recover in this case, but you have to renenber
Spire has about, you know, 1.2 mllion residential custoners.
Every single one of themis going to need a meter. So the
repl acement we're tal king about going forward are going to be
quite sizable in anount.

Finally, just remenber, the ultimte goal of
a meter is just to report your gas usage. Everything else is
ancillary. Oay. |Is nmy mc working? Oay. Sorry about
t hat .

JUDGE HATCHER: |'msorry, | got a request
to see you because we couldn't zoom | forwarded your
opening to everyone.

MR CLIZER Perfectly fine. 1'mjust going
to continue.

JUDGE HATCHER: | apol ogi ze for
interrupting, M. dizer.

MR CLIZER No, that's fine. So let's
conpare the two options we have here. And, actually, let e
clarify this. Wen | say two options, | nmean the two options
t hat have been brought up in this case. In reality, there's
actually quite a few different metering nmeasuring
t echnol ogi es out there, sone for different applications. But

for right now, we're going to focus on just diaphragns and
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ul trasonics.

So right off the bat, let's talk about how
old they are. Diaphragm neter technol ogy has been around for
a very long tinme, about 100 years. Utrasonic nmeters have
al so actually been around for a fairly long tine. They
easily date back to the '70s, but they are, you know, just
now, as this is kind of comng forward for residenti al
neters, at least in this state.

A di aphragm neter is going to neasure gas
flow w th the displacenent of gas in an actual diaphragm So
you have that little diaphragminside a neter. As the gas
cones in, it expands the diaphragm that pushes a lever. The
| ever clicks a nmechanism That tells you have nuch gas is
used.

An ultrasonic neter actually is measuring
the sound that is traveling through a gaseous nedium in this
case, natural gas, flowing through a pipe, which is
interesting because it actually can be disrupted by noise
pol lution, but the amount of disruption |'mnot sure | can
qual i fy exactly how nmuch that is.

How | ong do these things last? Well,
according to the existing depreciation schedul es, diaphragm
neters are supposed to |ast on average about 35 years.

U trasonic neters, on the other hand, are lasting 20 years.

And that is specifically because they have a battery inside
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t hem and when the battery runs down you just replace the
whol e neter. Al though, it should be pointed out that Spire's
depreciation witness in this case, actually, originally
recommended a 15-year, which nmeans they're roughly, you know,
| ess than half of the actual life of a diaphragmmeter. That
is avery inportant point that | wll be readdressing |ater
on. O course, Spire has ultimtely agreed to maintain the
20-year life that was originally ordered by the Conm ssion,
but they had already indicated they believe it should
actual ly be shorter.

Finally, the diaphragmnmeter is what you
al nost certainly already have on your house if you're
receiving gas services. Utrasonic neters are going to
require a brand-new neter that is marginally nore expensive
to be installed. And that is the key to the whol e problem
here. There are two argunents that the OPC is raising. The
first has to do with the fact that we believe that this
swtch fromdi aphragmto ultrasonic neters is just
gold-plating of Spire system It is an unnecessary swtch
designed to build out rate base.

The second, is that we believe there is a
massi ve stranded investnent problemthat is going to be
created by this switchover and that the Conm ssion needs to
take action to address that stranded investnment problemif it

allows for the swtch fromdiaphragmto ultrasonic neters.
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Let me break down both of those issues,
starting with gold plating. So really quick, let's just
tal k, you know, what is gold plating. And this is a big old
bl ock of text, but effectively, a utility that is regul ated
at a certain percentage of its capital investnents, i.e.
rate of return, has a strong incentive to over invest in
order to increase their overall profit. This is formally
known as the Averch-Johnson Effect, naned after two
econom sts who wote a paper on this issue. It is informally
known as gold plating.

And, again, the basic idea is if you provide
profit to utility based on a percentage of what they build,
then they have a reason to build as nmuch as possible. In
this case, Spire Mssouri is over investing in nmeters. They
are attenpting to drive up their rate base and increase their
overall return through this unnecessary sw tchover.

Let's address several of the argunents that
Spire has nmade here, starting with the argunent that
di aphragm meters are obsolete. This is not true. Spire's
entire position is based on the fact that one nmanufacture,
their preferred supplier, Itron, has told themthey' re going
to stop supporting diaphragmneters. The problemis Itronis
not the only neter manufacturer. There are many ot her
manuf act urers of di aphragm neters and they have indicated

that the continued use, manufacture, and production of
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di aphragm meters is going strong. Honeywell, Sensus, these
are just sone of the major nain players who have indicated
that yes, we are going to continue producing and supporting
di aphragm meters well into the future. And to verify that,
here are just a couple of pictures of various websites
denonstrating the existence and availability of diaphragm
nmeters on the market today.

Let's tal k about those safety clains,
because Spire has nmade the safety argunent a very big part of
this case. The first thing | want to point out is that the
renote shutoff feature that Spire touts, that Spire puts so
much enphasi s on, can be achieved by di aphragm neters. And
let me stress this point: The difference between a di aphragm
nmeter and an ultrasonic neter is how it measures gas. The
renmote shutoff capability is independent of the nature of the
nmeasurenments. | wll prove through cross -- all things
hopeful |y working -- that you can get diaphragm meters with
the renote shutoff feature and nmany of the other safety
features that Spire touts as being the reason they need to
use ultrasonic neters.

Now, the one thing that is mssing in all of
this, is that we don't know what the cost conparison is
because -- and I'I|l get to this later -- Spire did not do its
due diligence to figure out what the actual cost of using new

di aphragm versus new ultrasonic nmeters would be. Moreover,
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according to Spire's own testinony, the ultrasonic neters
they are currently installing don't actually have the main
safety feature that they stress as the reason why we need to
have these neters.

Finally, I just want to throw out there
because this gets brought up every tine the gas safety tal ks
-- I"msorry, every tine gas conpanies talk safety, you know,
if they're going to reference back to the sanme ol e nmjor
natural gas disasters |like Merrimack. Merrimack had not hing
to do with the neters. Right? That was a problemwth the
regul ators on the distribution systembeing |left open, which
caused gas in the lines which led to the explosion. The
actual diaphragm neter safety shutoff valve is not going to
prevent very many of the mgjor natural disasters, if any,
that we see historically.

Let's nove onto to the accuracy and
| ongevity benefits. This is also underm ned by the Conpany's
own evidence. Spire clains that ultrasonic nmeters is
superi or because they are going to remain accurate for a
| onger period of tine, because -- and they won't break down
because they don't have the internal noving parts. However,
this is irrelevant because Spire is or plans on retiring
these nmeters after ten years, according to a safety
requirement.

Now, |I'mgoing to have to cone back to this.
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"Il circle back to this. There's a little bit of confusion

on this point that I want to address on a |later slide. But

wanted again to enphasis this: Even absent the testing and

repl acement, diaphragmmeters still last nearly twce as |ong

as ultrasonic nmeters. And that's with the current
depreciation rates. |If Spire gets its |lower rates, which it
indicates it wants, they are definitely going to |ast twce
as | ong.

Just pause for a nonment and think about
this. Imagine you' re buying a car and you have two options.

Option Ais a car that lasts ten years and costs 30, 000.

Option Bis a car that is going to last five years and costs

$40,000. But Option B has rear backup assist, which is a
nice safety feature. |If you are legitimtely nake a
pur chasi ng decision, you're going to factor in how |long the

car lasts. You're going to factor in the actual cost.

You're not going to just automatically go, oh, it's a safety

feature. W absolutely need that. You need to nake a
cost-benefit analysis decision, and that's sonething the
conpany sinmply has not done.

A conpany who is about to enbark on a
capital expenditure they could easily break into hundreds of
mllions of dollars would be expected to do basic due
diligence. They woul d be expected to have a cost-benefit

anal ysis perfornmed, to requests for proposals for

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

205



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

solicitation of bids for people to cone and say here are the
different options for neters, both ultrasonic and di aphragm
and anything el se on the market. They would have a pl anned
repl acenent strategy in place. Spire has none of these
things. They didn't do any of the basic due diligence that
you woul d expect for a conpany making this kind of capital

I nvest ments.

So to summarize, Spire's clained benefits
are reaching at best. And right now, the Conpany is
attenpting to skirt what is going to be the nuch nore costly
investment that is going to come second. And that is the AM
infrastructure and network that will need to be built and
depl oyed to gain benefit of AM functionality.

| want to throw out there, I knowthis is
not key to this case, but it's inportant to point out. There
is basically no real case for AM neter technol ogy when it
cones to gas conpanies, but | acknow edge, at |east for now,
t he Conpany isn't requesting recovery of AM technol ogy. So
that's all I"'mgoing to say to that.

To finalize, again, this conpany has
perfornmed no due diligence. They haven't done their RFPs.
They haven't done a cost-benefit analysis. And they -- al
they have regard to plans are a plan to nmake plans. This is
not how a conpetitive business would operate and it's not how

a regulated utility should be allowed to operate.

TI GER COURT REPORTI NG LLC 206
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

Let's nove on to the second issue, the
stranded investment problem The OPC s position can be
sunmed up succinctly as this: One custoner, one neter. Wen
a custoner pays for a neter, they should actually get to
enjoy the benefit of that meter in full. They should get
what they paid for. This is a basic concept. Right now,
Spire custoners are paying the cost and profit on nmeters for
whi ch they are receiving only about a third of the benefit.
And yet despite only receiving a third of the benefit, the
custonmers are paying the full price of the diaphragm neter,
and its replacement, and they're going to pay for the
ultrasonic neter too. To state it differently, custoners end
up paying for nore than one neter at the sane tine, and this
Is what the OPC has a problemw th.

Go ahead. |'mnore than happy to ask
questions -- answer questions.

JUDGE HATCHER: This is the judge.

M. Cdizer, | just have -- how do you account for the
inventory that Spire states it purchases in advance? And
even ignoring their testinony, thinking this through, one
custoner; one neter. W can't take that literally because a
conpany woul d have to have the replacenment nmeter. And so now
that is going to be inrate base. So it really doesn't work
out one to one because -- and the gas conpany w || always

have an extra neter sitting in a stockroom sonewhere for the
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just in case.

MR CLIZER | guess it would conme down to a
prudency eval uation on exactly how nuch that inventory is
conpared to the amount that's in, you know, rate based. |If
the Conmpany is carrying inventory equal to the amount of
nmeters they have installed, that's probably a problem Sone
smal | anmount of inventory, yes, that could be reasonable.

But you'd have to have a prudency evaluation is the way I'd
answer that.

JUDGE HATCHER: Thank you. | knew you'd
t hought of it.

MR CLIZER So | want to stress that Spire
knowi ngly caused this problem because they have been
interpreting a requirenent to test meters every ten years as
arequirenent to fully replace and retire the neters after
ten years. And that's regardless of the neter's accuracy.
Basi cal |y, whenever they test a neter, it's gone because in
their opinion, it costs too nmuch to refurbish the nmeter

Now, this is where things get alittle
confusing. Because Spire actually has a variant that's
supposed to let themnot test every neter after ten years.
Instead they get to do a statistical sanpling. But this gets
convol uted because Spire also clains that they have to be
able to replace the diaphragmneters after ten years because

of this rule. So they haven't been replacing every neter
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after ten years. They have lots of neters that are 20, 30
years old, but they also claimthat this rule requires them
to replace the diaphragmneters after ten years as a
justification for why they can shorten the whol e repl acenent
strat egy.

Does that nake sense? O -- not does it
make sense, do you follow what |'mtrying to explain? That's
a rhetorical question.

The problemhere is that Spire -- and this
is a-- Spire has acknow edged itself that its replacenent
strategy has created a di screpancy between the actual life
and the depreciable life of the neters that Spire has known
about for years, but it hasn't done anything to attenpt to
correct this problem In fact, over the last four rate
cases, Spire has been continuing to reconmend the exact sane
35-year service life for these neters. And the result of al
of this, is that Spire's full diaphragmnmeter accounts are
only about a third recovered. And the anount of unrecovered
that we're tal king about here is nore than $180 mllion in
plant. | nean, this is a very considerably |arge anount of
noney.

And Spire wants to retire all of this and
replace it with ultrasonic neters, which we book to a new
account. Wen it does that, of course, the custoners are

still going to end up paying both the anmount in the di aphragm
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account, and in the new ultrasonic neter account, and our
customers are quite literally going to be paying for two
neters at the sane tinme. That is what the OPC is attenpting
to prevent.

So how do you fix this problen? Staff has
proposed disallow ng 26 percent of the ultrasonic neters.

And you just heard Staff counsel explain that that's
basically the nunber of neters that were retired before that
ten-year period. Now, OPC would put forth that it shouldn't
be the ten-year period because Spire has a variance, the
requi rement to replace every ten years. They should do it
before the end of their average service life, which is the
35-year period. O course, if you do that, you're going to
disallow all of the nmeters because pretty nuch all of them
are being retired before the average service life. | don't
have the exact nunber. There are probably a few that aren't
actually being retired past their 35 years, but you'd have to
have the Company and/or Staff actually look into that. W
can nake an attenpt, but it wuld be a little tricky.

I f, however, the Commi ssion says no, we want
the ultrasonic meters. W are going to let it go forward.
That's fine. Wat we're asking in the alternative is that
you do sonething to correct the problemthat we've identified
with this stranded investnent. And the way to do that, in

our opinion, is to make an adjustnent to the existing
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di aphragm nmeter plant reserve accounts.

Now, we offer two options. In reality,
there's probably a whole plethora of options, and you'l
probably see a few nore brought up in our brief, but let ne
just go through the two options we've put in our position
st at enent .

The first is that you just nmake an
adjustnment to the diaphragm neter reserve accounts, and
that's it basically. You just bring up the diaphragm neter

reserve accounts so the custoners don't have to pay for two

neters at the sane tine. The alternative, and this would be

the easiest, is that you take the diaphragm neter reserve
account, nmake an adjustnent to it to clear off the
unrecovered bal ance, put that unrecovered balance in a
regul atory asset, anortize it over 20 years, sort of, the
remaining life period of the neters, and then give it a
return of through cost of |ong-termdebt, but not a return
off. That would nmean that the Conpany would be able to

recover the costs of the diaphragmneters but not profit on

t he di aphragm meters. And they would also be able to recover

the costs of the ultrasonic neters and profit on the
ul trasonic neters.

So the Conpany woul d be recovering for two

nmeters but only earning profit on one, which | would consider

to be the absolute | east the Conmm ssion could do for
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custoners. If they are going to | et the Conpany recover for
two nmeters, the least they could do is only let the Conpany
profit off one neter.

So to wap this up, once again our point,
one custoner equals one meter. You shouldn't have every
custoner, every custoner basically paying for two neters.
Spire has put forward very little effort to justify its neter
conversion. It didn't even file a direct in this case. It
hasn't done its due diligence. There's actually very little
on the record to support this conversion. This whole
decision is being driven by a desire to build rate base. And
| shouldn't have to, but again, if you ask yourself why, it's
by adding all this rate base they're going to increase their
profits and it's going to flow through to their parent
conpany. You get that substantiation | tal ked about in ny

general opening.

And Spire -- | just want to throw this out
there -- it clearly considers this neter conversion to be a
f oregone concl usi on, because they've already pronote -- put

forward pronotional material on the corporate website of
ltron, the neter supplier they're buying from So the
Company is -- they basically think they've already got the
Commi ssion signed off on this. | don't think the Conm ssion
shoul d operate that way. But that's only ny two cents.

Wth that, | will ask if there's any
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questions? Any ot her questions?

JUDGE HATCHER: Are there any comm ssi oner
questions for M. Cizer? There are no bench questions.
Let's go ahead and nove on to M. Rieske, our first w tness.
If he woul d make his way to the witness stand, please, sir.

M. Rieske, would you please raise your
ri ght hand?

(Wtness sworn.)

JUDGE HATCHER: Thank you, sir. [If you
woul d pl ease state and spell your |ast nane for the court
reporter.

THE W TNESS: Janes Rieske, RI-E-S-K-E.

JUDGE HATCHER: Spire's w tness.

MR, APLINGTON: Thank you, Your Honor.
JAMES RI ESKE, having first been duly sworn, testifies as

fol | ows:
DI RECT EXAM NATI ON BY MR, APLI NGTON:
Q May | call you Jinf
A Pl ease.
Q Excel l ent. And where do you work?
A. | work for Spire at 700 Market, at our

cor porate headquarters.

Q Is that in St. Louis?
A That is in St. Louis.
Q You're the sane Jim Ri eske who filed
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rebuttal and surrebuttal testinmony in this proceeding on June
17th and July 14th, respectively?

A Yes.

Q And do you have any additions or corrections
to make to that testinony at this tinme?

A | do not.

Q If | asked you all those same questions
agai n today, would your answers be the sane?

A Yes.

MR, APLINGTON: | nove the Conmi ssion to
enter all of M. Rieske's testinmony as Exhibits 32 and 33.

(WHEREIN; Spire Exhibits 32 and 33 were
offered into evidence.)

JUDGE HATCHER: Are there any objections to
the adm ssion of Exhibits 32 and 33, Janes Rieske's rebuttal
and surrebuttal testinony, respectively? Hearing no
obj ections, so admitted.

(WHEREI' N, Exhibits 32 and 33 were admtted
into evidence.)

MR APLI NGTON: Very good. | tender the
W tness for cross.

JUDGE HATCHER: Thank you, M. Aplington.

Next we go to Staff, M. Mers.

MS. MYERS: No questions, Your Honor.

JUDCE HATCHER: M. di zer.
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MR CLIZER Thank you, Your Honor.
CROSS- EXAM NATI ON BY MR CLI ZER

Q Good nor ni ng.

A Good nor ni ng.

Q Is a M. R eske?

A R eske.

Q Ri eske, all right, thank you. | wanted to
make sure | was pronouncing that correctly.

A Yes.

Q Do you have a copy of your testinmony in

front of you?

A | do.

Q Coul d you go to Page 3 of your surrebuttal ?

A VWhi ch surrebuttal ?

Q | believe either. |'mconfused by the
qguestion. Ch, actually, | apologize. Go to Page 8 of your
rebuttal, we'll start there.

A Al right.

Q Begi nning at Line 19 and continuing on to

Line 1 of the followi ng page, you ask: D d Staff or OPC

di scuss any of these custoner safety benefits in their direct
testinmony. And respond: No, Staff and OPC did not discuss
any of the custoner safety benefits of the ultrasonic neters;
is that correct?

A. That is correct.
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Q Did you address any of the custoner safety

benefits of ultrasonic neters in your direct testinony?

A | did not provide any direct testinony.
Q D d anybody at Spire provide direct
t esti nmony supporting the ultrasonic neter conversion?
A Yes.
Q Wio was that?
A Scott Weitzel.
Q Scott Weitzel. Flipping back to Page 7 of

the rebuttal testinony, beginning at Line 18, you say:

Wthin the next year, the Conpany intends to begin installing
the Itron Series 400 ultrasonic nmeters at custoner prem ses
that are served by |ow pressure utilization pressure natura
gas distribution systens. The Series 400 contains an
additional feature of the automatic shutoff valve; is that
correct?

A That's correct.

Q So the current neters being installed do not
contain the automatic shutoff valve. Correct?

A That is not correct. The current neters
have an auto shutoff valve that's based on sensing the flow
of the gas through the neter. So the current ultrasonic
neters will shut off when they sense abnornal flow conditions
through the neter. The neter that's being tal ked about in

this question, the 400 Series, adds an additional feature
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where it nonitors the inlet pressure to the neter fromthe
customer service line and will shut off the nmeter when the
pressure exceeds a configured threshold, which is directly
related to the things -- both issues are directly related to
what happened to the Merrinmack Valley incident that caused

custoner incidents.

Q Do the current neters have a renote shutoff
feature?

A Yes.

Q I's it your position that current diaphragm

neters do not have the renote shutoff feature?

A Current diaphragmneters that we have
installed in our systemdo not have a renote shutoff feature.

Q I's it possible to acquire di aphragm neters
wth a renote shutoff feature?

A Absol utely -- well, it's possible to
retrofit diaphragmneters with a renote shutoff feature in
t he Honeywel | device that you showed in your testinony, |
have on ny desk in ny office.

Q Honeywel | al so sells a device that currently
cones equi pped with renote shutoff features. Correct?

A They have an ancillary device that can be
added to the neter that provides a renote shutoff capability.

MR CLIZER | would like to mark an

exhibit. W're at the line, it should be OPC 219.
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JUDGE HATCHER: Yes, that is the nunber on
ny sheet.
BY MR CLI ZER
Q M. Rieske, |I'mhanding you -- can you pass
these out for me? On that conputer right there, can you it

escape for nme, to exit out of the PowerPoint, M. R eske?

A Excuse ne?

Q Hit escape to exit out of the PowerPoint.
A Sur e.

Q Can you bring up a web browser?

A (Wtness conplied.)

Q Can you go to snartenergy. honeywel | . con?

Smart energy one word.

A What's the rest of it?

Q . honeywel I . com You m ght just want to add
that right into the URL instead of searching for it in
Google. Can you scroll down a little bit? Nowit's being
bl ocked by the cookies. Hit reject all and then cookies for

me. Thank you. Can you hit on industries at the top?

A (Wtness conplied.)

Q Gas.

A (Wtness conplied.)

Q Scroll down to nmetering. It is on the

| eft-hand side, under netering solutions. Keeps scrolling.

Met ering.
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A (Wtness conplied.)

Q There's a hyperlink at the bottom of that
box, explore. Scroll down a little bit.

A (Wtness conplied.)

Q Wait for this to load. You're at the AC
25NXS smart neter gas neter. Can you scroll down to the
bottom of this page?

A (Wtness conplied.)

Q All the way down to the bottom And can you

hit the data sheet in English. No, no, not the brochure.
There you go.

A (Wtness conplied.)

Q Ht allow

A (Wtness conplied.)

Q Can you verify that this docunent is the
sane as the docunent |'ve handed you, to the best of your
know edge?

A It would appear as though it is.

Q Wul d you agree with nme that under the
product -- well, this is a diaphragmmeter. Correct?

A. ['mnot famliar with this particular neter,

but it does say down here that it's a di aphragm measuring
unit.
Q And you woul d agree that under safety

features it includes autononous shutoff based on high
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pressure, high tenperature, high tanper and high flow rate,

safety alert to head end system during val ve cl osure/ open,

high flow rate alarm reverse flow detection and al arm

renote val ve shutoff, and high response node conmuni cates

every 15 minutes during energency situations |ike high

pressure, high tenperature, high flow, and valve cl osure?
A Yes, it does say that.

MR CLIZER I'd like to offer OPC 219 into
evidence. This is the spec sheet for the Honeywell American
met er AC 250NXS system

MR APLI NGTON: No obj ecti on.

(WHEREIN; OPC Exhibit 219 was offered into
evi dence.)

JUDCGE HATCHER: Are there any other
obj ections or non-objections? So admtted.

(WHEREIN;, OPC Exhibit 219 was admtted into
evi dence.)

BY MR CLI ZER
Q Do you know what the price per unit node

for this systemis?

A | do not.
Q Did you performany cost anal ysis conparison
bet ween the ultrasonic neter being put in by -- manufactured

by Itron and the avail abl e systens by Honeywel| or any ot her

nmet er manuf acturer?
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A So there are -- the netering systemis a
system that includes how you acquire reads and how it gets
into your billing system And, so there are factors that are
not on this sheet that inmpact the ability to use a product
l'i ke this.

Q But did you do a cost conparison anal ysis?

A So putting it very succinctly, | would have
had to replace ny entire meter reading systemin order to be

able to use this neter.

Q Did you do a cost conparison anal ysis?
A Agai nst a product | couldn't use?
Q So can | say that the answer is no, you did

not do a cost conparison anal ysis?
A | did not conpare products that could not
fit within the meter reading systemthat Spire uses.
JUDGE HATCHER M. Rieske, if you could
make sure to speak into the mc when you' re testifying.
THE WTNESS: |'msorry. Yes.
JUDGE HATCHER:  Thanks.
BY MR CLI ZER:

Q Can you go to -- turned off ny mc. Can you
go to Page 11 of your surrebuttal testinony?
A Page 117
Q O your surrebuttal.
A Yes.
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Q Wul d you agree that Lines 13 and 14 say:
Frankly, | do not understand the continued dial og about

stranded assets as part of the spend included in this rate

case?

A Yes.

Q You do understand the stranded asset
i nvest ment problemon a general |level. Correct?

A | do understand the issue that stranded
asset issue. | keep pointing out as a part of that that the

nmeter replacenment programthat Spire uses has not changed.
W have sinmply changed the nmeter that we use when we perform
t hose repl acenents.

Q So what is your estimated tine frame for the
entire replacenent?

A Right now we are continuing to follow the
targeted replacenent strategy that we enployed in Spire
M ssouri West prior to the use of ultrasonic meters. And we
don't have an end date. W are targeting underperform ng

aged neters.

Q And you're replacing every ten years?
A No.
Q What is the dollar amount of the unrecovered

bal ance of di aphragm nmeters?
A | don't know. |I'mnot involved in the asset

managenent of our corporation.
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Q So just a note. W' re handing out our
excerpts from Staff's accounting schedules. | handed out the
sane thing yesterday and | didn't get back all my copies. So
| have | ess than the full amount, but everyone should
theoretically still have a copy. | apologize for that
defi ci ency.

All right. As |I've just handed you these
are the excerpts fromthe Staff accounting schedules filed in
this case. Wuld you agree?

A | have not seen these before. | wll have

to take your word on the that.

Q Let's start with Spire Mssouri West. At
Line 19, Account 381 meters, the current M ssouri adjusted
jurisdictional under columm I, that anount 44,418, 766.
Correct?

A That's the figure that's in that col um.

Q And if | flip the page over to the

cunul ative depreciation reserve, Line 919, Account 381
neters. Again, the Mssouri adjusted jurisdictional is
7,200, 722. Correct?

A Yes.

Q | invite you to get out a calculator for
this part. |If | take the plant that | just stated, and
subtract fromit the existing plant reserve, | amleft with

37,218,044 as the unrecovered plant bal ance. Do you agree
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with that?

A | didn't do the calculation. | don't have a
cal cul ator.

Q Fai r enough.

MR. CLIZER  You know what? | believe that
that [ ast part can be covered through briefing. So I wll
just go ahead and end ny cross there.

JUDGE HATCHER: Thank you, M. di zer.
We'll now turn to questions fromthe Bench. Are there any
conmmi ssi oner questions? W do have our conm ssioners on
WebEx participating. And that is again *6 if you are on a
phone if you need to unnute. Al right, | don't hear any
conm ssi oner questions. | do have some bench questi ons,

t hough, that I would like to get to.
QUESTI ONS BY JUDGE HATCHER:

Q M. Rieske, when did Spire start switching
its replacements to ultrasonic neters?

A So we began the process in sonme of our
affiliates outside of Mssouri in May of 2020. W began the
process in Spire Mssouri West in July of 2020.

Q Wien did the ultrasonic nmeters becone part
of the inventory of meters that Spire uses?

A We received the first shipnents in our
inventory within about 60 days of we began depl oyi ng them

Q There's been questions raised in this case
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about why Spire did not conme to the Conm ssion at that tine
of the changeover. Do you have a response to that?

A So Spire did an extensive study of the
operation of our metering population and the overall effort
t hat was being nmade in sustaining that population, both from
a mai ntenance and a testing point of view That study
resulted in us recognizing the need to nove to a nore nodern
technol ogy. That all started in early 2019. W nade a
decision sinply to use a nore nodern neter as our nain
residential neter standard going forward. 1In our mnds, that
was a decision that we nmade that is very simlar to a nunber
of other decisions that we nake. And we were using that
nmeter in a fashion that was consistent with our previous
netering. And so, in our mnds, it was a busi ness decision
that we nake that is very simlar to many others that we
don't provide in direct testinony.

What | saw in this case was there a | ot of
qguestions that were | ooking forward at AM technol ogy, which
was not what we were deploying as part of this decision.

That cl ouded and confused the issue and caused a | ot of the
conversations that we're having now R ght? So that was why
it was not in direct testinony because we testified to what
we were doing, was sinply using a new neter standard in a
fashi on consisted with how we used the old neter.

Q Thank you. In your testinmony you have
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hi ghl i ghted benefits of ultrasonic neters, which you've
stated are available if the neters or not connected to a
network. Wen a neter is not connected to a network, is AM

functionality avail abl e?

A

operates in the sane fashion that our existing netering does.
Meani ng, that the neter reads are acquired by a drive-by van

service. So we call that right nowin drive-by node. So

until you put

characteristics and capabilities that you can | everage off of

that neter.

Q And with no network, is a AVR functionality
avai | abl e?

A Yes. That is how the neter operates.

Q Ckay. And what does AMR functionality allow
Spire to do?

A So there's a couple of things that -- first
of all, the ultrasonic neter is collecting reads in an

el ectronic fashion. So when we're in drive-by function, we
drive by and read the neter once a nonth, but we are al so

able to acquire daily reads going back the previous 40 days.

Q

the meter itself is storing the data to give you the

one-nonth readi ng and al so the previous 30 or 40 days?

A

So when it's not connected to a network it

it under a network, then you have different

As -- as you drive-by, are you saying that

That's correct.
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Q What are the plans that Spire has devel oped
for incorporating AM technol ogy?

A So Spire is currently still studying what
the next steps mght be in our netering program So right
now there is a lot of technology that is available for
bui I ding out a network, which is essentially what AM
technology is. There's also things to consider about what
one mght be able to do with the data and what it would take
you to be able to develop that. W are currently anal yzing
all the options and the potential benefits to understand what
i nvest ments woul d nake sense based on the benefits they can
provide to Spire. And there's a lot of information that is
available to us and a | ot of technology that is available to
us, and we are being very thoughtful in our process of
eval uati ng what investnents nake sense for our custoners.

Q | saw that in your testinony. | did not see

atineline. Do you have a tineline planned out?

A W don't have a formal tineline. | can give
you -- you know, we are operating in our meter programin
what we call iterations, where we | ook at inprovenents that

we can nake in a certain period of tinme. And | would

antici pate over the next year or so that we will continue to
study the potential AM solutions that are out there, make a
deci si on about what, if any, we're going to depl oy.

Q What anal ysis has Spire prepared to assess
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t he cost versus benefits of installing smart neters versus

di aphragm nmeters with AMR devi ces?

A So we began back in July -- or in late 2019.
It really was pronpted -- first of all, | was relatively new
to the position and we were contenplating -- we had an

affiliate that was on a foot-read neter reading system So
we were evaluating technology for that region. And that got
us the opportunity to see sone technol ogy that was avail abl e
out there in the industry. But | took the time to step back
and we spent about a year studying all aspects of our
nmetering, neter reading, and billing progranms. And as part
of that, | provided a | arge anount of data that we had
coll ected that | ooked at what | describe as the effort to
maintain tinely and accurate billing reads for our custoners.
And so | gave denonstrations of the nunber of field
activities that are generated to read, nmaintain, or repair
nmet eri ng equi pnent across Spire Mssouri.

| gave exanples of the nunmber of bill reads
that are received every nonth that are deened not nornal,
that require a human to review themto determ ne whether or
not we should accurately bill a custoner off of those reads.
And | al so gave the informati on that we gather every nonth
about the number of neters, despite that effort, were unable
to acquire a bill read for that customer. Wen you | ook at

the effort that's invested in this, we tal k about stranding
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neter assets by upgrading technology. But the effort that
goes into the mai ntenance expenses to sustain the technol ogy
that is sitting behind ne, which by the way was invented in
1843, that expense far exceeds the things that are going into
the asset issue. And that is why we made the decision that
repl acing technology that was requiring that kind of effort
was a nore prudent decision than continuing to try to sustain
t echnol ogy that doesn't provide the kind of capabilities that
the ultrasonic neter does.

Q | would Iike to explore exactly that. Just
a couple of nmore questions before we nove on. As |
understood the point that you are making in your testinony,
that the rule requires Spire to pull a nmeter every ten years
to test it regardless of the depreciation or accounting or
anything else. Once you pull a neter out of the ground, you
now i ncur -- after you pull it out -- | amnot going to count
t hose | abor expenses, but you incur the testing expense, and
then you incur the -- is it a routine rehab expense. You're

just pulling it out of the ground, you got to fix stuff?

A | can -- yeah, | can describe that for you.

Q Ckay.

A Yeah. So when you pull -- first of all, the
rule is very succinct. It says that every ten years we nust

remove, inspect, and accuracy test a neter. Now, where the

confusion | can -- we have a variance that allows us to begin
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sanpling those popul ations at ten years. So at ten years we
begin pulling out a mlitary statistical sanple of every
vintage year. W test it, and then based on the accuracy of
that group, we will target underperformng group of neters
for nore accel erated repl acenents.

There's been a |l ot of confusion about that.
In Spire Mssouri East, the average life of a diaphragm neter
under that testing programis 18.8 years. In Spire Mssouri
West, the average age is 22.1 years. And that's in ny
testinmony that | provided as a part of this case.

When we pulled a neter off, which is the
only thing the rule conpels us to do, we inspect it and we
accuracy test it. There's certain nunber of neters, a large
popul ation of them that inspection and accuracy testing says
they're sinply not available for reuse. R ght? The
condition is such, the accuracy is such that you cannot reuse
them |If we were going to reuse them then we have -- again,
we performthe accuracy test. Then we have to performa | eak
test to make sure that the nmeter is still -- has its
integrity. Then we have to replace the index and certain
ware itens that are noving conponents of the neter. And then
we have to repaint it to provide a proper coating on the
neter.

All of the part, going through the parts

that are part of that, the labor that is a part of that, in

TI GER COURT REPORTI NG LLC 230
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

fiscal year 2020, it cost us $221 a meter to refurbish about
17,000 nmeters. Keep in mnd, that is picking the very best
of the neters that we pull off of custoner premi ses. W
sinply assert that it nakes no sense for us to spend nore to
return a used neter to service than it does for ne to buy a
nodern nmeter that provides me with far greater capability
than the nmeter, the used neter, that I'mreturning to
servi ce.

Q | want to make sure | understand your point.

Are you saying that if Spire just continued exactly what it's
doing now, without the smart meters, just replacing the
di aphragm that Spire -- I'mstill getting ny terns of art
down. Spire would nmake nmore noney if you just kept doing
what you were doing, pulling themevery ten years, rehabbing,
putting them back in the ground, and waiting until they wear
out ?

A Umm

Q Let nme rephrase it another way. Have you
conpared the cost benefit of continuing what you were doing,
repl aci ng the di aphragns versus installing smart neters --
|"'msorry, installing ultrasonic neters only for the purposes

of the replacement program and not a separate progranf Have

you conpared those two?

A. Yes.
Q Ckay.
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A Yes.
Q Can you explain a little bit nore?
A So there's -- when we conpare those

prograns, the first thing that you | ook at is, again,

provi ding the values. Wen we |ook at the FERC accounts as
part of this case -- with the burdens on themand so forth --
a new neter was about 200 and -- about $200, a new ultrasonic
nmeter. A refurbished neter that has already been in service
for at least ten years is $221 to the custoner. Wen | |00k
at the diaphragmneters, the cost to sustain that technol ogy
is built out inthe -- some of the analysis that we did.

Just the field activities alone are $10 to $15 nillion a
year.

By -- it's the theory of investnent. Wen I
invest in new nodern technol ogy that doesn't exhibit those
characteristics, | continue to reduce that |abor expense over
time to maintain ny equi pment. And so when we | ooked at that
as a general nodel, it was overwhelmng that it was a benefit
to our custoners to invest in that new technology. And while
| appreciate the fact that the depreciation, which | did not
realize in the -- until we got into the testinony of this
case, the disparity between the depreciation |ife and the
practical life of the meter. At the end of the day, our
experience tells us a diaphragmneter |ast al nost exactly

what an ultrasonic meter will |ast, again, 18.8 years, 22.1
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years. The ultrasonic neter is 20 years.

So the disconnect in the depreciation --
this is not a new phenonenon, and | don't understand why it
hasn't been recogni zed until we got into these cases. But
this is consistent throughout the natural gas industry.

Nat ural gas operators all across the country, we are one of
the last ones that internally refurbishes any neters as a
part of our operation.

Q You brought up the disconnect with the
depreciation rates. | was going to circle back to that, but
we're here now. Can you coment on that, please, to the
extent of your knowl edge. And you nmay not be the right
W tness, but -- did we get to 35 years on one hand -- that
does seemto be a --

A Yeah. And | think it goes back to -- in ny
experience froma netering perspective, | think it goes back
generations of gas and operation, where the idea was we woul d
sinply take neters off of one custoner prem se and
recondition -- or test themand put it back out at another
customer prem se. Over time, that practice faded away in the
industry. And that depreciation schedule |I think was set up
under that premse. R ght? And | just don't think that in
the course of the day-to-day operations of our conpanies and
our conversations with Staff, anybody really recogni zed how

t he depreciation schedul e has separated fromthe practica
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operati onal thing.

And | will say, you know, when you | ook at
what we have done there are a lot of things that have been
promul gated as rules that have continued to make the ability
to reuse a device like that inpractical

Q Ckay. | think wapping up on this topic, |
want to -- | want to follow your testinmony and | do not want
to tal k about the potential and possible AVR and all of the
neat capabilities. You said you purchased an ultrasonic
nmeter, and |'mnot going to get into all of the different
manuf acturers and whatnot. But you bought one to put into
your normal replacenent program And | thought your
testinony said that there were two nmain safety mechani sns
that were available. And | thought, if | renmenber correctly,
it was a heat sensor and a flow sensor. Can you expand on
t hat ?

A Yes. | would -- let nme just take a noment
to say that for nmuch of ny career | nmanaged nmany of our gas
safety activities as a part of ny responsibilities at Spire.
Part of those responsibilities were | had to respond to
events that may have been natural gas-related at our
custonmers at Spire Mssouri East. Mny of those events
happened because of things that happened on customner
facilities that caused gas to be present inside of a house.

Right? One of the things that really struck me when we saw
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this technology was the fact that the neter is sensing the
flow of gas through the neter. And if the flow of gas
exceeds 500 cubic feet an hour for ten seconds, on the outl et
side of this neter, there is an internal shutoff valve. And
there are many circunstances in which that feature wl|l
provi de safety benefits to our custoners.

What' s inportant about that and what has
been confused in sone of the testinony is, that is an
automatic feature. That is not a renpte shutoff. The neter
Is continually sensing the environment through the neter and
acting on abnormality when it senses it. So it doesn't
require a person. It doesn't require any intervention. The
conputer -- the neter recognizes a hazardous condition and
shuts itself off in ten seconds.

Q | did not hear you nmention heat, though.

A The second feature that's on the neter is
there's a built-in heat sensor. And so it will nonitor the
tenperature of the neter. Wen it reaches a tenperature of
176 degrees, the nmeter wll automatically shut itself off.
That 176 degrees was, through careful study, about the
tenperatures a nmeter would reach when a house fire was in
close proximty to the meter. And so it's intended to shut
off in the event of a house fire.

Q Is M. dizer correct that there are other

manuf acturers that would offer replacenent neters that al so
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have these two capabilities?

A There are a couple of different
manuf acturers that we evaluated that provide those sorts of
features. Again, one of the challenges of those is those
providers are providing a proprietary comruni cation system
whi ch nmeans that in order to be able to | everage on their

product you woul d have to replace your entire neter-reading

system

Q Ckay. Let's switch gears. Let's talk about
your -- on -- do you have your testinony avail abl e?

A | do.

Q | apologize. | don't recall if this is your
rebuttal or surrebuttal. It is on Page 13, Lines 5 to 7.

You stated that ultrasonic nmeters have been wi dely used in
Europe for the last 20 years. M question is: Does this
i nclude the gas sector?

A Yes. Specifically, there is -- in England,
t hey have tens of mllions of ultrasonic nmeters that are part
of an AM systemfor their natural gas custoners that they

began deploying in the early 2000s.

Q You reference that in your testinony?
A | think | referenced Europe.
Q Ckay. Do you know what percentage of the
gas sector in Europe uses the ultrasonic neters?
A | do not.
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Q Are the neters -- ultrasonic neters, do you
know what the manufacturers suggested useful life is?

A Twenty years.

Q I'd now like to | ook at your rebuttal
testinmony. Schedule JAR-R2. And | just now realized our
initials. GCkay. Not on the OPC Schedule JAR-R2, Page 12 to
13. There's a schedule titled 2020 Project Tinmeline. Are

you there?
A [ am
Q On the first line of the schedule titled

Program it has quote, AM strategy conpleted April 10th,

cl ose quote; and quote, Program managenent plan conpl eted
April 17th, close quote. Can you confirmif those docunents
-- if the docunents referenced in this tineline were prepared
and conpl et ed?

A Yes.

Q Coul d you pl ease explain the Conmpany's, AM,
strategy for Spire M ssouri?

A So again, I'll go back to the AM strategy
is what we call an iterative approach. W have iterations.
Right? And so what we do is define what we are going to do
in the next 90 days. Now, we may have sone forward-| ooking
aspects of that strategy where we're | ooking, for instance,
at network technol ogi es where we're gathering information.

The AM strategy that is referenced in that bullet point is
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around the deploynment of ultrasonic neters as our residentia
neter standard at Spire Mssouri and all of our affiliates.

Q | want to nake sure that | understand you
so | amgoing to paraphrase and ask if | understand
correctly. |'munderstanding your answer to -- to be that --
okay, except for technol ogy and naybe | onger-term pl anning,

t he Conpany is |ooking at that next imediate 90 days. And
the -- the quote programthat is referenced in this witing
is referring to the program of swi tching your everyday
standard neter fromthis on to that one. And it happens to
be a diaphragmto an ultrasonic?

A Yes.

Q Ckay. |Is there anything to the allegation
or the thought that since this has a title and these board
mnutes that there is a nore enconpassing or |arger globa
progr an?

A Vell, | think the Conmpany recogni zes that
there is technol ogy and capability out there that can inprove
the service we provide to our custoners and inprove the
service we provide to our internal customers at Spire. And
so when we think about an AM strategy, we are | ooking at
it's a benefit-based program And so we are | ooking at
benefits that we can provi de and how we can provi de them
And in sone cases, like in our current strategy, we're

consol i dating sonme of our software into a single platformto
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make ourselves nore cost efficient in providing our neter
readi ng services and our billing processes. So that's -- all
of those are things that are a part of an AM strategy. And
we are |looking at it and saying what things can we do that
are cost beneficial to the Conpany and our custoners, we
deploy them W continue to study what options are out
t here.

| strongly believe that there are benefits
in an AM programthat | believe are very inportant to
M ssouri custonmers, but | have not yet reached a point where
| can fully understand the equation of the cost and the
benefits to be able to determ ne whether or not we should go
forward with those. | wll say unequivocally that
transitioning to an ultrasonic nmeter right now, with no
further AM technol ogy, is a tremendous benefit to our
custonmers and that's why we did it.

Q Rem nd ne of the trenmendous benefit.

t hought that you had said the cost for the refurbish was
around 220, give or take, and the cost for the new ultrasonic
was around 220. Are we referring to the shutoffs?

A. So the benefits are the safety benefits, the
accuracy. It is 20 tinmes nore accurate than a di aphragm
neter, and it elimnates the very reason that drives the
neter-testing regulation that exists in our regul ations

today. That was all built because we knew di aphragm neters
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got inaccurate over tine. And ultrasonic neter potentially
elimnates the need for us to have that sort of regulation

Q Woul d you still have to take the ultrasonic
neters out of the ground, according to the rule, to test
t hen®?

A. Under the current rules, yes.

Q That seens a bit circular. Are we going to
run into the same issue with ultrasonic neters being pulled
out and then we have to rehab them because they are not quite
the same since we pulled them out?

A No. | think we would be able to have a
conversations around that regulation, be able to denonstrate
there is no reason to do with an ultrasonic neter what we are
currently required to do with a diaphragm neter.

Q Ckay. Onthe line titled -- and I'mstil
tal ki ng about that paperwork under the project tineline
paperwork. On the line titled Technology, it has, quote,
delivered AM tools architecture docunent, end quote, by
August 21st. Do you know if that task was conpl eted?

A Yes.

Q And if so, what does the AM tools
architecture docunent state?

A | amnot in a position to know exactly what
t hat document --

Q Your best guess.
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A -- was talking about. In general, that is
part of the project where we're attenpting -- so when we
started this project in 2019, as a result of our affiliate
study, we had different neter reading systens, software, and
data repositories across each of our affiliates in the
conpany. W were sustaining separate technol ogy instances.
What we did was, we built an overall plan to consolidate and
st andar di ze on those software packages so that we could
create the ability to | everage on inprovenents we coul d make
everywhere as well as reducing the overall cost of that
software architecture footprint. And that's what that was
really -- that's what that line of the project is about, is
st andar di zi ng and consolidating our software so we are
sinple, nodern, and efficient.

Q |'mgoing to nove on to neter replacenent.
Do you have your rebuttal testinony, Page 16, available? [|'m
| ooking at Lines 8 through 10. And |I'mquoting, quote: W
plan to continue replacing diaphragmneters with ultrasonic
neters when we are already at a custoner prem ses for another
purpose, such as a turn on or an atnospheric corrosion
i nspecti on.

What will be the factors used to determ ne
if the meter in the scenario specified in your testinony wll
be repl aced?

A So we have a set of data that we maintain
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that takes the accurate testing we do on certain types and
kinds of nmeters, and it nakes it available to our workl oad
pl anning group. And it prioritizes and scores the nost
high-priority neters for replacenent. And when they | ook at
the daily work for where custoners have al ready schedul ed us
to be there and we woul d have the opportunity to replace a
meter, we use that data to identify the opportunities that
are the highest priority for our service technicians to
replace the meter. Right? So it's based on capacity. |If |
can replace a hundred, | want to pick the hundred that add
the nost benefit or need to be replaced nost readily.

Q Again, | want to nmake sure | amfollow ng
You' re tal king about data. So | am concluding that Spire is
using a statistical analysis of some sort to then nove
forward out of these hundreds of thousands of neters, as
opposed to going to your already schedul ed custoner prem ses
engagenent and then testing that meter? You are not testing
that particular neter; you are doing a statistical analysis
to determine that that one is in a group of ones that
probably shoul d be replaced?

A That's correct.

Q Ckay. Wien neters are replaced that are
| ess than ten years old, what is the basis for nmaking the
decision to replace those nmeters?

A. So that is alittle bit of the confusion
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that | sawin the testinony. So we have neters that break or
continue to have -- or have operational problens or fail to
provide us reads. That is a normal course of business
unfortunately for us. And, historically, about 20 percent of
the replacements we have done on neters have been because we
had nmeters that were |ess than 10 years old that had an
operational issue.
So the nunber of nmeters that we replaced

| ess than ten years old, has gone up slightly but that is
again, driven by targeting situations where we m ght have
previously done a repair, we now replace them And, again,
it's a prudence to our ratepayers' decision. But,
historically, we have always replaced a | arge nunber of
neters that are less than ten years old because they break
It's unfortunate, but it's the nature of the nechani cal
met er .

Q |'d like to switch topics to current neters.
Do you have M. Luebbert's testinony available? | aml ooking
at Page 2, Line 16 to 19. He states, quote: The existing
nmetering infrastructure consists of diaphragmneters paired
wth autonmated neter reading, AVMR devices. M question is:
Do di aphragm neters in Spire Wst and East have AMR devices

connected to thenf

A So, in Spire Mssouri Wst, a diaphragm
nmeter would have to have a -- what they call an ERT network
Tl GER COURT REPORTI NG, LLC 243
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nodul e attached to it to be able to provide electronic reads
to the van. So all the Spire Mssouri Wst have ERT network
nodules. In Spire Mssouri East, we use a different

t echnol ogy and they have AMRs that are attached to the neters
that provide a radio frequency network read. 1In Spire

M ssouri East, they provide that two-way network today, that,

as we have testified is obsolete and needs to be repl aced.

Q How are -- how are those neters read today?
A So in Spire Mssouri West, there's a van
that drives nmonthly billing routes and acquires the billing

reads through a van that drives the entire service territory.

In Spire Mssouri East, there's a fixed network that collects

reads and it provides a read. |t knows when the billing
cycle is due and it'll provide a read to our billing system
on the billing cycle.

Q Did you say fixed network?

A That's correct.

Q Can you tell me what that neans?

A So there is a tower-based network that has
routers on it that interrogate -- well, actually they listen

for reads from Spire M ssouri East neters.

Q In your rebuttal testinmny, M. R eske, you
indicated that Spire has not installed any of the ultrasonic
neters in Spire East, but had been installing these

ultrasonic meters in Spire Wst. \Wo reads the neters in

TI GER COURT REPORTI NG LLC 244
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

Spire West?

A The meters are read by internal enployees
that drive a nmeter-reading van daily.

Q How are -- the van is reading the current
di aphragm meters?

A That's correct.

Q How -- how are the current ultrasonic neters
in West being read?

A So the ultrasonic neters in West are
currently operating the sane way that the di aphragm readers
are. So it -- the van is still reading both the diaphragm
nmeters and the ultrasonic neters.

(WHEREI'N; WebEx interruption.)

JUDCGE HATCHER: Thank you, Kayla, for taking
care of that.
BY JUDGE HATCHER:

Q What are the different nethods is use
currently or wwthin the test-year period for reading neters?

Is it just the van or has there been other nethods within the

test year?

A So in the test year in Spire Mssouri West,
we continued to provide -- or acquire neter reads through the
van readi ng process. In the test period in Mssouri East, we

continued to receive reads fromthe fixed network.

Q Now, let's switch to neter types. And |I'm
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| ooki ng at your surrebuttal testinony on Page 6, Lines 2 to
4. You stated that Spire has over 100 uni que conbi nations of
nmeter and network nodules in service in Mssouri. How nmany

types of diaphragm neters do you currently have?

A | don't know the exact nunber. Wen
| ooked at it across Spire, | believe we had 38 different
types and kinds -- types and sizes of diaphragmneters in

service across Spire.

Q You sai d 307

A Thirty-eight.

Q Thirty-eight.

A And I'm-- that is approximately. | don't
remenber. It was sonewhere in that ball park.

Q And nmoving to your rebuttal testinony, Page

3, Line 1 to 2, you stated that in June 2020, Spire started
installing Itron's Intelis neter, which is a 250 CFH gas
nmeter. On Page 7, Lines 18 to 19 of the sanme testinony, you
stated that Spire will start next year installing Itrons
Series 400 ultrasonic neters. Wuld you please explain the
difference between the 250 CFH neter and the Series 400
nmeter?

A Sure. So the 250 Series nmeter has the
capacity of 250 cubic feet an hour when netering at seven
inches of water colum. The 400 class meter is sinply a

|arger nmeter. It has a capacity of 400 cubic feet an hour
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when netering at seven inches of water colum pressure.

So just to explain that inalittle nore
detail, 95 percent of our neters are residential 250 class
neters. The 400 class starts to -- it's |larger residential
custonmers and al so sonme of your smaller conmmercial-type
custoners are served by that neter class, but it's a nuch,
much smal | er popul ati on of neters.

Q Ckay. Are there any differences in how

those two are read or the AM functionalities of those two?

A No. They woul d be substantially the sane.

Q And | believe nmy last topic will be a Land
and Gyr?

A Oyr.

Q Gyr, thank you.

A Yes.

Q Schedul e JAR-AR-2, that's the non-OPC JAR
schedul e to your surrebuttal. You included a letter from

Landis and Gyr. Wen did Spire receive this letter?

S

A So, as background, we've been -- Landis and

Gyr's contract with Spire Mssouri East ends in April of
2025. W have had nonths of discussions with them around
what the ending of that contract mght |ook like, and if
there are things that we would want to do to extend the
contract, help us facilitate a change. W can't use their

new t echnol ogy so we have to nove to a different technol ogy.
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And so those discussions cul m nated about 60 days ago, with
them sending this letter basically saying it was their intent

to termnate the services with Spire at the end of that

contract.

Q Pl ease explain the services that Landis and
Gyr provide?

A So, today, when we first entered into the

agreenment with Landis and Gyr, they depl oyed the network
nodul es to our neter population, installed the network, and
they were responsible for naintaining the network and the
devi ces in exchange for a read fee. And so the services they
provide were in maintaining the devices and the network that
receives the reads on Spire's behal f.

Q How wi || you read your neters after that
contract expires?

A So that is a ongoing project to | ook at how
we are going to transition off of that network. Wat we have
made the decision to do in the intervening tinme, is to begin
deploying the ultrasonic nmeters in Mssouri East and reading
those with a van until we can determ ne what our |ong-term
strategy has to be, sinply because we have to touch every
nmeter and that we've got to begin.

Q And the Landis and Gyr -- because their
service stops in 2025, you won't have the neter-reading

capability, is that because the Landis and Gyr systemis
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proprietary to thenf

A Yes. And the systemis built on hardware
and software that is obsolete and is troublesone to continue
to keep up operational. So their intent is to retire that

entire system

Q And that was part of your calculations in
switching to the supersonic -- ultrasonic?

A Yes.

Q Thank you. 1Is Landis and Gyr responsible
for reading all AVR-activated nmeters in the Spire East
syst enf?

A Yes.

Q WII Landis and Gyr continue to read the AMR

meters until their contract expires as well?

A Yes.

Q All right. Last question for me --

JUDCGE HATCHER: And | also would note it's

10: 43, about hal fway between our start tine and |unch tine,
so we are probably | ooking at a break. | understand that our
w tness will have to cone back and we will then have recross
and redirect.
BY JUDGE HATCHER

Q On Page 7, M. Rieske, of your surrebutta
testinmony, you list the nunber of field activities perforned

in Spire East and Spire West since 2017. For the nunbers in
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2020, what percentage of the meters in your systemdoes this

represent for Spire East and for Spire West?

A | want to be clear | understand your
guestion. [|I'mnot sure what you nean by that. So the field
activities conpleted -- can you repeat your question?

Q On Page 7 of your surrebuttal testinony, you

listed the nunber of field activities performed in Spire East
and Spire West since 2017. For the nunbers in 2020, what
percentage of the neters in your system does this represent
for East and West?

A Yes. So this would represent a tally of
field activities conpleted on our entire popul ation of neters
in Spire East and Spire West. So, it just |ooks at the type
of field activity and characterizes it as to whether it was
to get a read, to repair, to nmaintain, or exchange equi pnent
across the entire population. So in Spire Mssouri West,
that woul d represent approxi mately 525,000 neters. |In Spire
M ssouri East, it would represent approxi mtely 700, 000
nmeters.

Q Ckay.

JUDGE HATCHER: Counsel, |I'm | ooking at the
time and 1'malso |looking at right in the mddle of wtness
questioning. | wll take suggestions to either continue with
this witness. W're going to be going back to recross and

redirect or take a break. ['mthinking until 11:00, that's
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14 mnutes, and then we come back with recross and redirect.

MR APLI NGTON: That sounds |ike a good
pl an, Your Honor.

JUDGE HATCHER: Wi ch one?

MR, APLINGTON: To take a break.

JUDGE HATCHER: Let's take a break. Sold.
W are in recess until 11:00 a.m Thank you all

(OFF THE RECORD.)

JUDGE HATCHER: Let's go back on the record.
|'mjust confirmng where we are at. Again, we are in the
Spire general rate case hearing. W are having a hybrid
hearing. W have participants live here in the courtroom in
Room 310, and al so on WebEx. We al so have vi ewers wat ching
on the livestreamon the Internet. W have conpleted the
Bench questioning of M. Rieske of Spire and we will now go
to recross and then redirect. W will follow the sane order.

So Staff, do you have any recross?

M5. MYERS: Just briefly, Judge.

RECROSS EXAM NATI ON BY Ms. MYERS:

Q M. R eske, in response to several different
questions fromthe Bench, you provided information stating
that Spire has done various data collection or |ooked at
different information. |Is this the type of information that
Spire would be willing to file with the Conm ssion going

forward?
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A So nmuch of the informati on we have al ready
provi ded as part of data requests in this case. But |
certainly think that we will be willing to have a di al ogue
around the data that we used to eval uate and nake deci sions
about our meter equi prent.

Q So you think Spire would be open to the idea
of a quarterly report that would be filed wth this
Conmi ssi on?

A | woul d support the idea of having a
quarterly report because | think one of the issues | see here
is that we have not had enough di al ogue around this matter,
and | think it would be an inprovenent for us to have it.

Q Thank you.

M5. MYERS: No further questions.
JUDGE HATCHER:  Thank you, Ms. Mers.
Now we turn to M. di zer.

RECROSS EXAM NATI ON BY MR CLI ZER

Q Good afternoon again. First, | would |Iike
to just nail down, because | agree, there has been a | ot of
confusion here regarding exactly when Spire is replacing a
di aphragmwi th an ultrasonic neter. So let's give a
hypot heti cal. The Conpany goes to a custoner -- a
residential custonmer's premse to turn on gas services. They
are at the premse. Are they going to replace the neter?

A It depends on the capacity we have avail abl e
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for our technicians on that day. So depending on the
capacity, we will target instances where when we do a turn

on, there is a neter we would |like to replace.

Q So if you have the capacity, you're going to

make the replacenment. Correct?

A. It depends, again, on the neter that is at
t he prem se.

Q So what are you checking about that neter?

A So we have the ability for our workl oad
planning folks to | ook at the age of the meter, what neter

popul ation it's a part of and what historical testing

standard has been a part of that meter. It provides a score

as to the priority of replacing that neter.

Q So you're not just replacing the neter
because it is ten years old. You are relying on sone
hi storical analysis to say this falls under the popul ation

that needs to be replaced. Correct?

A Yes.

Q And you previously testified that the
average service life you are seeing is -- | wote them down,
but I want to nake sure | get these correct -- 18.8 for the

East and 22.1 for the West?
A That's correct.

Q So is that at a high level, roughly, when

you are going to be doing these replacenents, they are going
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to be that ol d?

A So, yes, that would be a good starting
point. | think -- you know, we recogni ze we need to nore
aggressively replace our netering popul ati ons because there
are a |lot of underperform ng populations. So | would expect
that to continue to slightly trimdowward, but that is where
we're at historically.

Q Have you reviewed -- have you reviewed the
testinmony filed by John J. Spanos in this case?

A | have not.

Q All right. That is the depreciation
testinony that Spire has submtted for evidence in this case.
So you have not reviewed his recommended average service life
for diaphragm neters?

A | have not.

Q You're not aware that he's recommendi ng a

35-year |ife again in this case?

A "' m not.

Q Have you reviewed the testinmony of M. John
Robi nett ?

A | have not.

Q So you're not aware that M. Robinett points

out that M. Spanos has al so recommended that sanme 35-year
life on average over the past four cases?

A | would tell you that | am an operational
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expert in metering technology and I do not set or manage the
way that we depreciate our assets.

Q But, according to you, the average service
life for diaphragmneters is substantially |ess than what
Spire's other witness has clainmed? For reference, they are
claimng 35 years.

A In this case, yes, | becane aware of that
di screpancy.

Q How | ong woul d you see that average service
life for neters has actually been in that 18- to 20-year
range?

A | don't know.

Q Do you understand that if the neters are
retired before the end of their average service life, there
Is an under-recovery of the asset fromthe ratenaki ng aspect?

A '"'mnot famliar with the details of the
financi al managenent of depreciation in assets.

Q I's it your position that Spire should be
allowed to earn a profit on nmeters that are not in service?

A | have no position on that.

Q Just to confirm You have becone the
repl acement of diaphragmnmeters in the East. Correct?

A And we began on June 29th.

Q | believe that your rebuttal testinony says

sonething slightly different. That woul d have been an error.
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Correct?

A | don't know what you're referring to.

Q You' ve nentioned there has been a | ot of
confusion with this issue. You would agree there's been a
| ot of confusion with this issue?

A Yes.

Q Do you believe that sone of that confusion
m ght have been resolved if nore effort had been put at the
forefront to explain Spire's position?

MR, APLINGTON: njection. Calls for
specul ati on.

MR CLIZER Wthdraw that. No further
recross. Thank you.

JUDGE HATCHER: Any redirect, Spire?

MR APLI NGTON: Just briefly, Your Honor.
You' ve covered a lot of it for ne.
REDI RECT EXAM NATI ON BY MR, APLI NGTON:

Q M. Rieske, do you still have the ultrasonic

meter up there with you?

A | do.
Q Coul d you hold that up so we can see it?
A (Wtness conplied.)
Q What is that -- what is the nane of that
devi ce?
A It's Intelis gas neter.
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Ckay. What nunber is that one?
Excuse nme?

Is that the 250 or --

> O > O

Yeah, I'msorry. GCkay. The size, yes.
This is a 250 capacity ultrasonic neter.

Q Ckay. | just want to be real clear about
this one. Does that neter that you're holding there contain
an automatic shutoff valve that is operated based on
continuously nonitoring gas flow?

A Yes, it does.

Q Does that shutoff valve require any kind of

a network to operate?

A No, it does not.

Q Does that neter contain a tenperature
sensor ?

A Yes, it does.

Q Does that neter also contain a renote

shutof f capability?

A It does.

Q Is that in addition to the automatic shutoff
capability?

A It is.

Q I's that an additional customer safety
benefit?

A Yes, it is.
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Q Did you hear M. Cizer discuss in opening

the Merrimack Valley incident?

A | did.
Q And | thought | understood you to say
previously --

MR CLIZER Qutside the scope of redirect.
MR APLINGTON: | will rephrase it.
BY MR, APLI NGTON:

Q What additional safety benefits are there in
the 400 series neter that Judge Hatcher asked you about?

A So in the 400 series neter, they add a
pressure sensor on the inlet of the meter. That pressure
sensor is also tied to the auto shutoff. So if this neter
expects to get seven inches of water colum and it gets nore
than that, it will activate the auto shutoff and shut the
nmeter off because of an increase in the inlet pressure to the
neter. So it's yet athird feature tied to the auto shutoff.

Q What type of system operating conditions
woul d trigger that?

A So it would be a overpressure situation very
simlar to what m ght have happened at the Merrimack Vall ey
i nci dent.

Q Do you recall M. dizer asking you about
ot her types of devices that could potentially be added to a

di aphragm nmet er?
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A Yes, | do.

Q Did you investigate any of those types of
devi ces for deploynent at Spire?

A Yes, we did.

Q What was your ultimate conclusion with
respect to those?

A So the devices that we considered for
di aphragm meters were add-on devices that require the Conpany
to interrupt the service of the custoner and attach a device
very simlar to replacing the neter itself, and causing
expenses very simlar to replacing the neter itself. And
that device had limted capabilities because all it could do
was shut the gas off. |If there was a person present at the
site to activate the auto -- the renote shutoff.

Q Whi ch devi ce between that or the 250
delivers better custoner benefits?

A The safety features in the ultrasonic neter
far exceed the capabilities that are in that sort of
ancillary devi ce.

Q There was a di scussion with Judge Hatcher
earlier about some of the Commssion's rules with respect to
testing diaphragmnmeters. Do you recall that?

A Yes, | do.

Q Do you know whet her there have been any

conversations anong the parties regardi ng anmendnments to the
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rules to reflect new technol ogy?

A It has been nentioned in passing, but there
have not been any formal discussions about new technology in
the construct of that rule.

Q Woul d you support a rules change to better

reflect the new netering technol ogy?

A Absol utely.

Q M. dizer just asked you about confusion
regarding this issue. | think you agree there has been sonme?

A Yes.

Q Do you recall participating in a neeting on

Novenber 23rd, 2020, with Staff and OPC regarding the

depl oynent of ultrasonic neters?

A Yes, | do.
Q Did you give a presentation at that neeting?
A Yes, | did.

MR APLI NGTON: No further questions.

JUDGE HATCHER: Thank you. M. Rieske, you
are excused.

M. Luebbert.

Ckay, M. Luebbert, please raise your right
hand.

(Wtness sworn.)

JUDGE HATCHER: Thank you. Pl ease state and

spel |l your last nane for the record?
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THE WTNESS: J. Luebbert. It's
L-U E-B-B-E-R-T.
JUDGE HATCHER: Staff, go ahead.
MS. MYERS. Thank you, Judge.
J. LUEBBERT, having first been duly sworn, testifies as
foll ows:
DI RECT EXAM NATI ON BY MS. MYERS:

Q M. Luebbert, where are you enployed and in
what capacity?

A | work for the Mssouri Public Service
Comm ssion as an associ ate engi neer.

Q And are you the sanme J. Luebbert who
prepared or caused to be prepared the rebuttal testinony
that's been premarked as Staff Exhibit 115, both public and
confidential versions, as well as the surrebuttal testinony
that has been narked as Staff Exhibit 133?

A. Yes, | am

Q Do you have anything in those testinonies
that you wish to correct?

A No, | don't.

Q So is the information in these docunents
true and correct to the best of your know edge and belief?

A Yes.

MS. MYERS. Judge, Staff would offer
Exhi bits 115 and 133, both the public and confidenti al
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versi ons.

(WHEREIN; Staff Exhibits 115P, 115C, 133P
and 133C were offered into evidence.)

JUDGE HATCHER: Thank you. Are there any
obj ections to the adm ssion of Exhibit 115, public and
confidential, or Exhibit 133, public and confidential?

MR CLIZER: No objection.

JUDGE HATCHER: Hearing none, so admitted.
Go ahead.

(WHEREIN; Staff Exhibits 115P, 115C, 133P
and 133C were admtted into evidence.)

M5. MYERS: Thank you, Judge. And | tender
M. Luebbert for cross.

JUDGE HATCHER: Thank you. And, M. di zer,
woul d you like to go first or second, since | gave Spire the
choice last tine?

MR CLIZER | would prefer to go second.
However, |'mgoing to just acknow edge that the traditional
course as been to allow cross in the order of people that's
closest to farthest aligned, | think. | mght be getting
t hat backwards. So | wll concede to go first because |
believe that is in tradition, unless Spire chooses to go
first.

MR APLI NGTON: That's fine, Your Honor.
CROSS EXAM NATI ON BY MR CLI ZER
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Q Good norning, M. Luebbert.

A Good nor ni ng.

Q | had to check. | didn't knowif it was the
norning or afternoon. |In your surrebuttal, you nade a

recommendati on regarding the disallowance fromultrasonic
meters. Correct?

A Yes.

Q And your reconmended disal | owances is 26
percent. Correct?

A Correct.

Q And that's to account for the nmeters that

were retired before ten years; is that correct?

A Yes.
Q When you nmade -- when you nade that
recommendation were you aware of -- let ne careful here -- at

| east M. Rieske's position, that diaphragm neters have an
average service life of 18.8 or 22.1, | believe were the
correct nunbers, for East and West respectively?

A | was not.

Q Wul d that infornmation change your
recommendation at all?

A | don't think that it would change ny
reconmmendat i on, no.

Q Wul d you agree that it's possible to apply

the logic that you applied in making that recomendation to
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t hose ot her nunbers, though? Let nme break that question down
because that m ght have been a bit confusing. Your
recommendation was the idea you were going to disallow
everything that was retired before the ten-year period.
Right? Ws that based off of the assunption that Spire was
retiring neters at that ten-year period?

A So part of nmy recommendation -- | guess part
of the reasoning behind nmy recormmendation is that Spire
hasn't provided any justification for retiring those meters
that didn't even need to be tested at that point.

Q So why not disallow the neters what were
retired before what M. Rieske's considers the average
service life?

A | think an argunent coul d be nmade to do that
as wel|.

Q Way not disallow all the nmeters that are
retired before what Spire is claimng in its position
statenent to be the neter's average service life?

A "' mnot sure.

Q According to your review of the information
Spire is discarding functional neters that past the accuracy
test. Correct?

A That is ny understanding that, | think --
|'mnot sure if it was in his surrebuttal testimony or if it

was in a data request response, but M. Rieske inplied that
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addi tional reconditioning was required for those neters as
well and that it was cost prohibitive to do so.
MR CLIZER No further cross.
JUDGE HATCHER: And Spire.
MR APLI NGTON: Just a few questi ons,
M. Luebbert.
CROSS- EXAM NATI ON BY MR, APLI NGTON:

Q You reconmmend di sallowing the 26 percent of
neters that were replaced before they were ten years ol d.
Correct?

A Correct.

Q Ckay. Do you know if any of those neters
that were replaced early were broken?

A ' mnot aware of what percentage of those
woul d have been consi dered broken.

Q You woul d agree that it's possible that sone
of those neters woul d have needed to be replaced prior to ten
years?

A Sure.

Q Ckay. | think you stated earlier that
you' re an engi neer?

A That's correct.

Q Are you in Staff's engineering anal ysis
depart ment ?

A. | am
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Q Do you know what Staff's natural gas safety
departnment's position is on ultrasonic neters?

A "' m not aware.

Q You don't know if they support or not?

MS. MYERS: Judge, | object. Asked and
answer ed.

MR APLI NGTON: That's w t hdrawn.
BY MR, APLI NGTON:

Q Wul d you agree that the safety features
i nherent in the ultrasonic neter are a customer benefit?

A | think there are certainly sone safety
features that are at |east -- have been shown for the neters
t hat have been chosen that could benefit customers. Yes.

MR APLI NGTON: No nore questions.

JUDGE HATCHER: Thank you. Now we switch to
Commi ssi oner and bench questions. Are there any Conm ssioner
questions for M. Luebbert? Gkay. Hearing none, the Bench
does have a couple of questions.
QUESTI ONS BY JUDGE HATCHER:

Q M. Luebbert, in M. R eske's -- both of his
testinonies, rebuttal and surrebuttal, he highlighted the
i ncreased accuracy of ultrasonic neters versus the diaphragm
neters. And that's plus or mnus, as | understand it,
poi nt-one percent versus plus or mnus two percent. \Wat

woul d be the inpact of this increased accuracy on the average
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customer bhill?

A | don't know.
Q In M. Rieske's testinony, he and
di scussed those -- the paperwork that was titled, Program

and, quote, AM strategy conpleted April 10th, and quote,

Program managenent plan conpleted April 17th. Do you recal

t hat ?

A | do.

Q Did you receive any of those docunents?

A | believe | had it as the attachnment to his
testinony, but | don't knowthat | got -- | received that in

any other form

Q What was your assessnent on their
conpl et eness and t horoughness for assessnment and
I mpl ement ation process for AM? |'ll repeat that. Wat was
your assessnent on the docunents' conpleteness and
t horoughness for the assessnent and inplenentation process
for AM ?

A Are you tal ki ng about that docunent

specifically?

Q Yes.
A Do you mind if | --
Q No, go ahead.
A Do you recall if it was his surrebuttal or
rebuttal ?
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Q In rebuttal and it's Schedul e Non- OPC
Schedul e JAR-R2 and Page 12 of 13.

A And you're asking what ny opinion is on the
conpl eteness of this docunent as far as deci sion-nmaking? |
woul dn't say that there is enough information here to, you
know, to explain not only I guess what the ultimate plan is,
but justify it as well, as far as a full AM rollout.

Q Just -- | want to make sure -- I'mgoing to
ask this followup question just to make sure |'ve covered ny
bases. D d you receive any of the paperwork that is
referenced by that paperwork?

A Specifically, are you asking about the

program managenent pl an?

Q Yes.
A Let me | ook through what's listed here, if
you don't mnd. | don't believe -- specifically, for the

program managenent plan | don't believe | received that. And
t hen [ ooki ng down, |'m assum ng you only care about the
M ssouri West and the East documents. | don't recall seeing
a technol ogy or vendor evaluation for M ssouri East.

JUDGE HATCHER: Al right. Thank you.
That's all the questions | have. That bounces us back to
recross examnation. Going in the order we just established,
M. dizer.

MR CLIZER Briefly.
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RECROSS EXAM NATI ON BY MR, CLI ZER

Q You were just asked a question about the
i ncreased accuracy and what inpact that woul d have on
custoner bills and you responded you didn't know. Correct?

A Correct.

Q Wul d you expect that kind of information to
be reviewed in a cost-benefit analysis study?

A Yes, | woul d.

Q Did Spire conplete any cost-benefit anal ysis
study that you are aware of?

A Spire did provide some very high-Ievel
cost-benefit analysis in response to data requests that we
had sent. And | pointed out in ny testinony that a problem
with that analysis that they provided was one, that it was
high level, but a lot of the nunbers were hard coded
assunptions w thout support for those. And, you know, |
woul d expect a nore robust cost-benefit analysis if the goal
was to replace nore than just those neters that needed to be
repl aced ot herw se.

MR CLIZER  Thank you.

Sorry. No further questions.

JUDCE HATCHER: Thank you.

M. Aplington.

MR APLI NGTON:  Just one.
RECROSS EXAM NATI ON BY MR, APLI NGTON:
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Q Did you receive information fromthe Conpany
in response to each of the data requests that you submtted?

A | did.

MR APLINGTON: No further questions.

JUDGE HATCHER: Thank you. And redirect.

M5. MYERS: Yes, Judge. Just briefly.
REDI RECT EXAM NATI ON BY Ms. MYERS:

Q M. Luebbert, counsel for OPC asked you a
question about the assessnent of the conpl eteness of their
own |ists of docunents and you referenced getting docunents
that were hard coded. What does hard coded nean?

A Just a nunber without a link to support it.
So, you know, an assunption wi thout, you know, a way to
cal cul ate what that nunber was or a reason for why that
nunber is reasonabl e.

Q Thank you. Also, counsel for OPC asked you
why ten years? Wiy didn't Staff recommrended 18 or 21 years?
How di d you devel op your ten years and your reconmmendation
for the 26 percent disallowance?

A Right. In M. Rieske's rebuttal, he
mentions that, | believe it was 74 percent of the neters had
exceeded the ten-year requirement that would require themto
be tested but for the variance that Spire received. So ny
t hought there was that for those neters that weren't ten

years old, they weren't required to be tested, and they had
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been replaced without really a justification for that

replacement. | would expect that any replacenent for a neter

that is not even required to be tested would have a pretty
t horough cost-benefit analysis for doing so and | have not
seen that.
Q And when you say required to be tested, is
that a Conmm ssion rul e?
A Yes.
MS5. MYERS: No further questions, Judge.
JUDCGE HATCHER: Thank you, M. Luebbert.
You are excused.
THE W TNESS: Thank you.
JUDGE HATCHER: Dr. Marke, cone on up.
Pl ease rai se your right hand.
(Wtness sworn.)
JUDGE HATCHER: Thank you. Pl ease have a
seat and state and spell your nane for the record.
THE WTNESS: Yes. M nane is Geoff Marke.
That's GE-OF-F, Marke, MA-RK-E.
JUDGE HATCHER: M. dizer, your w tness.
GECFF MARKE, having first been duly sworn, testifies as
foll ows:
DI RECT EXAM NATI ON BY MR CLI ZER
Q Dr. Marke, by whom are you enployed and in
what capacity?
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A The M ssouri O fice of the Public Counsel.
|'ma chief econom st.

Q Did you prepare or cause to be prepared
prefiled testinony in this case, both direct, rebuttal, and
surrebuttal ?

A Yes.

Q Do you have any changes you would like to
make to either your direct, rebuttal, and surrebuttal
t esti nony?

A No.

Q If | asked you the sanme questions that were
asked in those testinonies today, would your answers today be
substantially the same or simlar?

A Yes.

MR CLIZER | offer the direct, rebuttal
and surrebuttal of Dr. Geoff Marke which has been prenarked
OPC s 206, 207, and 208.

(WHEREI' N, OPC Exhi bits 206, 207, and 208
were offered into evidence.)

JUDGE HATCHER: Any objections to the
adm ssion of Exhibits 206, 207 or 208 onto the -- record?

MR, APLI NGTON: No objecti on.

JUDGE HATCHER: Thank you. They are so
admtted. Go ahead.

(WHEREI N; OPC Exhi bits 206, 207, and 208
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were admtted into evidence.)

MR CLIZER | tender the witness for
Cross-exam nati on.

JUDGE HATCHER: Ms. Myers.

MS. MYERS. No cross, Judge.

JUDGE HATCHER: Thank you. M. Aplington.

MR APLI NGTON: Just a few questions.
CROSS- EXAM NATI ON BY MR, APLI NGTON:

Q Good norning, Dr. Marke.
A Good nor ni ng.
Q On Page 5 of your surrebuttal, you suggest

that Spire's msinterpreting the phrase testing in the
regul ations as retirenent and replacement. Do you recal
maki ng that statenment?

A Yes.

Q You're aware that the rules states that
Spire nust renove, inspect, and accuracy test a neter every
ten years?

A Yes.

Q Ckay. And did you hear M. Rieske testify
that that's what the Conpany is doing?

A | heard M. Rieske say that he's using a
statistical sanple of nmeters to adhere to the rule that they
received a waiver from

Q Very good. Do you also recall M. R eske
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stating that afte
Spire finds that
nmeter to service?
A
Q
$172. Right?
A
Q
sense for Spire t
repl acement neter
A
said neter is --
Q
A
Q
it costs $221 to
A
Q
A
Q
your opinion, doe
refurbi shed neter
neter costs the s
A

Q

r removing, inspecting, and testing a neter

it spends about $221 to return a refurbished

That's what | heard.

Ckay. But a new ultrasonic neter only costs

That's what | heard.

Ckay. So, in your opinion, does it make

o return a used neter to service when a
costs the same or |ess?

And |' m operating under the assunption that
needs to be refurbished?

Yes.

Can you repeat the nunbers again, sir?
Sure. You would agree that M. Rieske says
refurbish an old neter. Right?

(Wtness nodded.)

And an ultrasonic meter costs $172. Right?
Ckay.

Ckay. So if we agree on those facts, in

s it nake sense for Spire to return a used,
to service when a replacenent ultrasonic
ame or |ess?

If I can only use those two nunbers, yes.

Ckay. On Page 7 of your surrebuttal, you
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rai se sone concerns about potential costs of AM network
technology. Do recall that?

A | do.

Q Ckay. And to be clear, are there any AM
costs at issue in this case?

A No.

Q You woul d agree wth nme, wouldn't you, that
the ultrasonic nmeter contains sone built-in safety features
that are not a part of Spire's conventional diaphragm
nmetering technology in use today?

A Yes.

Q And we've had sone di scussion about sone
st andal one products you identified that could add a shutoff

val ve to an existing di aphragm neter?

A Anongst ot her standal one features.

Q Ckay. Do you know whet her Spire
i nvestigated any such devices?

A Based off of ny discovery, it does not
appear so.

Q Did you hear M. Rieske testify that he did
I nvestigate such devices?

A This was the first | heard of M. R eske
saying this.

Q You don't have any information to dispute

that, do you?
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A Again, | would point to ny testinony. Based
off of nmy discovery, | could not adequately or conpetently
say that the Conpany did its due diligence to | ook at other
costs associated with different vendors or different neter
t echnol ogy.

Q Ckay. Well, that's a good point. O the
devi ces, the standal one devices, that were discussed earlier
in the presentation, do you know whi ch ones of those are
conbatable -- conpatible with Spire's existing assets?

A So ny understanding is that your existing
platformvaries between Spire East and Spire West. Spire
made a conmand decision to nove forward with an Itron
platformon the west side that was in part based off of
deci sions that they nade with Spire Al abama, and that that
issue is still outstanding on Spire East.

Q Ckay. So, but ny questionis: O the
various standal one safety devices that were shown earlier, do
you know which are conpatible with current Spire West assets
and which are conpatible wth current Spire East assets?

A | don't -- | do not.

Q Do you know how nuch those devices cost to

purchase and install?

A The meters thensel ves?
Q The st andal one devi ces?
A | do not.
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Q Do you know whet her those devices

continually sets flowrates or do they just provide for

automatic shutoff -- oh, I"'msorry. O do they just provide

for renote shutoff capability?
A | can't speak to that.
Q Ckay. For exanple, the El ster device

di scussed on Page 12 of your surrebuttal testinony, it only

provides for renote shutoff capability. Right? ['Il give

you a mnute.

A That's what the snippet says.

Q It does not continuously sense flow rates.
Correct?

A | can't speak to that.

Q But you would agree that the Itron 250 and

400 series do continually sense flow rates?
A That is a feature of an ultrasonic neter.
Q Wul d you agree that by sensing flow rates
conti nuously, those devices have the potential to prevent

natural gas incidents?

A That's what's been put forward.

Q Do you disagree with that?

A | can't speak to that.

Q Ckay. You're an econom st?

A [ am

Q Do you have a professional opinion on the
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value of alife?

A | do.
Q What is that?
A As an econom st, | generally point to -- the

i dea of safety and valuing lives is obviously sonething that
we're dealing with constantly froma policy perspective.
We're dealing wth it right now Case in point, with what's
going on in COVID. There's been an active decision to go
ahead and nove forward with certain econonmc activities. As
an econom st, | would never say that any cost matters. W
woul dn't go ahead and just bankrupt a conpany, you know.
There's a reason why we have a natural gas safety unit at the
PSC and not an electric safety unit at the PSC. |f you want
to take that to the fullest extension. The US Governnent
generally looks at a life if they value regul atory decisions
nmoving forward between $2 million and $10 mllion. That's a
full life that you factor in. That's the standard that
woul d operate from

Q Ckay. So if we take your assunption of $2
mllion to $10 mllion per life, how nmany lives would need to
be saved to justify Spire's investnent in ultrasonic neters?

A Right. So two things would need to be
considered. One, | would need to see sone historical record
to determine what is the likelihood of a life being saved

wth this feature. To do that, what | did was | relied on
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PHVBA studies as well as the discovery that | issued to the
Conpany.

JUDGE HATCHER: Dr. Marke, would you tell ne
what PHVBA?

THE WTNESS: Right. Pipeline hazardous
safety --

MR APLINGTON. Materials Safety
Adm ni stration.

THE W TNESS: There you go. Wat you find
with the PHVWSA studies is that nost of the meter incidents
that take place that result in fatalities the vast mgjority
of themare auto accidents. |It's a car that's been driving
and it hits a meter. At that point, you know, even PHVSA
acknow edges that whether or not the fatality was a result of
the car crash or the subsequent, you know, fire that resulted
of that is open for debate.

But to get back to your question, sir, if --
let's say $10 million. Let's stay on the high side. You
know, |I don't know if | can do |ike an back-of-the-envel ope
cal culation as to, you know, what costs would have to -- what
| would need to offset in ternms of costs and benefits.
Honestly, that's one of ny problens with this case as an
econom st, is just finding the inputs to nake that call. |
can't look at it in a vacuum

BY MR APLI NGTON:
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Q Ckay. Just to be clear: The automatic
safety features of the neter prevent incidents that are nore
than just nmeter related. Right? They prevent incidents that

are on custoner-side piping behind the neter?

A | don't know. Can you give nme an exanpl e?
Q Sure. So let's take copper theft?

A Ckay.

Q So let's say there is a honme, sonebody

breaks into it, steals the fuel runs, the natural gas fue
runs in the home for the value of the copper. Famliar with
t hat circunstance?

A [ am

Q Ckay. In that circunstance, there's an open
fuel run behind the nmeter. Correct?

A Yes.

Q Ckay. And in that circunstance, the Itron
Intelis meter would automatically shut off to prevent that
flow Correct?

A That's ny under st andi ng.

Q Ckay. So, do you have any information about
how many |ives are | ost on average as a result of

behi nd-t he-neter incidents?

A | don't have any information on how many
times -- how many incidents your copper theft exanple
happens. That's -- therein lies |like the problemin terns of
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ny anal ysis.

Q Ckay. So, as you sit here today, would you
recommend approval of deploynent of ultrasonic neters if they
saved two |ives?

A | can't make that -- | can't respond to that

in an affirnative based off of the information in front of

me.
Q How about now as an econom st ?
A No.
Q All right. Let ne change to a different
topic real quick. In your surrebuttal on Page 28, you cite

to the Company's response to DR-2155, regarding the operation
of the STL pipeline. Do you recall that?

A Yes.

Q Ckay. And do you recall that afterwards the
conpany supplenmented DR to change its response?

A I'msorry. So I'mon Page 28, and it's the
STL pipeline where |'"'mgoing toread it. It says: |Is the
STL pipeline currently in operation is light of the DC
Grcuit Court of Appeals ruling on the S-- on the Spire STL

pi peline. The response is no.

Q Correct. Yes. Thanks for reading that.
A Ckay.
Q Do you recall that Spire | ater supplenented

that DR to change its response?
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MR CLIZER 1'mgoing to object on the
grounds that if | remenber correctly, that portion of
Dr. Marke's testinmony was related to propane assets, which is
a part of the stipulation and not related to ultrasonic
nmeters.

MR APLINGTON. | agree, John. |'mjust
trying to clean up the record so no one is confused about
whet her the pipeline is still operational. W just nmade an
error in the DR

JUDCGE HATCHER: O ean record w ns.

MR, CLIZER: Ckay.

THE WTNESS: M. Aplington, | honestly
don't renenber.

BY MR APLI NGTON:
Q Ckay. Your understanding is that the
pi pel ine remai ns operational currently. Correct?
A Correct.
MR APLINGTON: That's all.
JUDGE HATCHER: M. Aplington, if that's al

for your --

MR APLINGTON: That's all the questions |
have.

JUDGE HATCHER: Thank you, sir. Ckay.

We're at 11:43. | intend to finish with
Dr. Marke before lunch. | do not anticipate getting to
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M. Robinett before l[unch

Dr. Marke, we will junp right in. | have
the same two questions for you as | did for M. Luebbert.
QUESTI ONS BY JUDGE HATCHER:

Q M. R eske in his testinmony discussed the
i ncreased accuracy of the ultrasonic neter versus the
di aphragm meter. And | again reference the plus or m nus
poi nt-one percent with the ultrasonic versus the plus or
m nus two percent with diaphragm Do you have an opini on on
what woul d be the inmpact of this increased accuracy on the
average custoner bill?

A Mnimal. It's a difficult question to
answer. W actually thought about this very question before
we canme down here this norning. So if we were to | ook back
to historical gas costs -- | nean, that's the thing. | would
need enpirical data. And gas, historically, has been a very
volatile fuel. It's leveled off in the last five, six years,
but gas usage is also going to vary considerably, depending
on the weather. So if you were to conpare just therns used
per company on a per year basis, it's going to vary
consi der ably.

The two percent accuracy -- | address this
at length in ny testinmony. | think it's a m sleading nunber.
GM5 in nmy surrebuttal testinony references the discovery

that | asked about it and asked for if the enpirical data to
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substanti ate those numbers. O note, you will -- what |
would like to highlight is that M. Rieske is utilizing
pre-depl oynent, out-of-the-box neter data. So rip open the
box, let's test it, it's good versus historical assets that
have been in the ground for decades.

There is no conparison -- there is no
addi tional conparison as to what's the out-of-the-box
di aphragm \What's the out-of-the-box rotary? Wat's the
out - of -t he-box turbine? What's the out-of-the-box thernal
mass? There -- what about different vendors? Wat about
Acl ara? Honeywel|l? There's no enphasis on this. W' ve got
a very narrow bit of information that's saying well, the
accuracy benefits are profound. | would counter with
anyt hi ng brand-new, out-of-the-box, is going to show a better
result.

If you were to conpare ultrasonic neters 20
years from now versus the ultrasonic neters out of the box, |
woul d venture to say the ultrasonic nmeters out of the box

shoul d achi eve margi nal benefits in ternms of accuracy.

Q If I could push that question just a bit
further. Am| to assune that you -- and likely -- | don't
want to ask your opinion on the other wtnesses -- are you

not discussing the possible increased accuracy wi th respect

to a customer knowing their bill or getting a better, nore
accurate bill is the reason you' re not focusing on that
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because w th whatever inaccuracy you' re going to have pluses

and m nuses?

A That's right.

Q Ckay. | have one nore question. Again, the
sane question | asked of M. Luebbert. [I'Il, again, ask it
both upward ways. In M. R eske's rebuttal testinony, his

Schedul e Non-OPC JAR-R2. This is the 2020 project tineline
questi on.

Did you receive any of those docunents, the
one that is listed in M. Rieske's schedule as titled
Program and it has the AM strategy conpl eted and the quote,
Program managenent plan conpleted? Did you receive that
material? And, two, did you receive the materials that that
material is talking about, i.e., the actual projects or
quote, prograns?

A Ckay. As I'mseeing it, it's a two-part
question. To answer the first part, did | receive it? 1In
part. And if | can, I'Il explain that. As an econom st, |
| ook at the econom c inpact of decisions made in a market
failure. And that's what we operate under here. There's no
-- you know, in a conpetitive market you've got conpetition

and that serves as a self-regulatory nmechanismin place. So

one of our jobs is to be -- is to | ook at managenent
efficiency. | asked -- | -- | went ahead -- ny methodol ogy
is as follows. | went ahead and -- first of all, in this
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case, we notified the Conpany of concerns we have about AMs
in meters a year in advance to this issue, and requested the
Conpany engage in dialogue with us, and that did not happen.
My second issue, in nmy nmethodology, is to go
ahead and do discovery. And this is where | ask a series of
questions. | asked over 150 different discovery-related

qguestions in this case.

The third part is | indepen -- | do an
i ndependent verification myself. In this case, | reached out
to manufacturers. | reached out -- | |ooked at enpirical

studies, and experts in the field. Then I made ny
conclusion. To your question, that enconpasses the second
part. In ny surrebuttal, under GW1, | asked this question.
| asked to receive this information. |In GW2, | included the
docunent with highlighted sections to enphasize nmy skepticism
of the Conpany's cl ai ns.

On G2, I'll read just the highlights, so
this won't be long. Under Execution Strategy, | read: A
conplete inplenmentation will be devel oped. Under
Organi zational Readiness, | read: Prior to deploynment and
organi zati onal readi ness, checkness (sic) wll be perforned.
Under Training, | read: A training plan will be created.
Under Custoner Conmunication, | read: A customner
comuni cation plan will be devel oped. And so on, and so on.

| did not receive any of these docunents to support those
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pl ans, those strategies. This docunment here, this three-page
docunment is the strategy for the $100 million dollar-plus
i nvest nent the Conpany is planning on making.

To the second part -- oh, | guess | answered
the second part, did | receive the materials.

Q What are you referring to when you say the
$100 million dollar investnent?

A That's a good question. What | nmean is the
1.2 mllion customers that are going to be -- that are going
to have their current nmeters that they are paying a return on
and of for, and will continue under the Conpany's guidelines,
the proposal to pay a return on and of, as well as the
mar gi nal increase of the additional ultrasonic neter. If we
say $176 times 1.2.

Q Ckay. So you're giving nme the nunbers at an
outlook as if this is a Program capital P, to replace all of
the meters?

A The federal government actually has many
statutes that have been approved, dating fromthe Carter
Adm nistration, the Reagan Administration, the dinton
Adm ni stration, the Cbama Adm nistration, calling for any
regul atory action that includes an additional -- costs that
exceed hundred mllion dollars there has to be sonme sort of
cost-benefit analysis to justify it, on its inmpact on

custonmers. | don't see that here. W're talking about just
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Spire custoners.

Q Ckay. But you got to the 100 mllion?

A | did.

Q By nmultiplication and believing that there
is a progranf

A Based off of the Conpany's response that
this is -- their standard neter noving forward that they wll
depl oy.

Q Ckay. Does the federal government rules

di stingui sh when you spend that $100 million? Because from
what | was taking from Spire's testinmony is giving it the
best benefit of the doubt to your position, they are going to
replace all of them but it mght take 20 or 30 years. Do
the federal rules account for how | ong the spending is when

you get to 100 mllion?

A Yes.
Q Ckay.
A So typically -- two issues with that. One,

and this has been hammered a lot, there's been a | ot of

i nconsistency with the testinony, with the discovery, with
the rollout process, the lack of information describing this.
Even sitting here today, | don't have a clear idea how

qui ckly they plan on doing this, at what cost. That's the

real question here, is | don't know at what cost. |If you
were to ask a very central level -- and | came up with 176
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mllion just off the top of ny head. | haven't heard any

ot her nunber out there. There's another nunber that's been
positive out there is what the total cost of this expenditure
woul d be relative to doing nothing, doing sonething else. As

far as the federal government is concerned, it typically

|l ooks at it on -- and, again, this is across the United
States -- on an annual basis.
Q I'mfollowng what you're saying. | want to

di stinguish, though, there's two very different perspectives
on what's going on. And just within the nmeter issue, there's

got to be three or four different sub-issues?

A Ri ght.
Q Has OPC, in your know edge, ever been
involved with Spire's -- let's call it the normal neter

repl acenment program small p? Just the normal, everyday
course. | believe what Spire witness was explaining is
they're just switching fromthat nmeter to this meter. There
is no AM or AMR or any kind of anything else, but our
regul ar normal course of business when a neter breaks or
needs to be replaced, we're not going to use that one. W're
going to use this one. Has OPC ever opined on that in the
past ?

A Not to my know edge.

Q Is OPC s position really arising only

because of the viewthat this is a Program capital P, for
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smart nmeters and AM and AMR?

A That's a good question. So, initially, it
was. Can | explain?

Q Yes. Initially, it -- go. Sorry.

A When | started ny investigation, ny
nmet hodol ogy a year ago, that was our concern, is that the
docket was | abeled -- in the GO docket for the DAO the
depreciation authority order. It was |abeled as a smart
nmeter. |In that case, we said hold on a second here. W're
not sure about the benefits of AM. In fact, we haven't seen
it anywhere and we would |ike the Conpany to engage us before
t hey make that investnment. W were operating under that
prem se when | first started discovery. |t turned out that
that was not the case.

My second | evel of concern, then -- or ny
nmet hodol ogy was, okay, we're replacing ultrasonic neters.

Did we | ook at any other types of neters? Did we conpare
prices across boards? Did we conpare -- was there any

anal ysi s conducted? The response was no, we didn't performa
cost-benefit study. They are obsol ete.

As | think nost people that go through, you
know, any formal education will sit there and won't just
accept sonething at face value. There is at |east one neuron
that says can | prove that? Can | support that? Can |

substantiate that? That's where ny discovery process cane
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in. In the investigatory process, | apologize. That was ne

getting on the Honeywel|l sites. That was nme contacting

Acl ara, you know, as providers, to get a sense of what was

t he proper due diligence done. In ny estimate, sitting here
today, | do not believe it was.

Q I n your opinion, wuld the Conpany have al so
been required to do due diligence when deciding -- if they

deci ded now |l et's keep using the di aphragn?

A | woul d've just expected sonme analysis to
provide. Just to show ne sone evidence where you | ooked at
the cost and the benefits. How nuch -- how often are we

tal ki ng about safety-related neter side i ssues over the past

20 years? M. Rieske spoke a lot about, well, we did
testing. And none of the empirical -- and M. Luebbert's
testinony, you know, supported this too. It wasn't at the

level that | see other utilities perform It wasn't at a

| evel that gives me confidence noving forward with supporting

it.

Q Wiich -- the testing of what?
A The hard code -- the analysis, | should say.
The actual analysis that was performed. |In this case, it was

a response to the Staff DR In ny response, is was that
there wasn't anything provided.
Q |f there hadn't been a smart neter

depreci ation case, do you think OPC s position would have
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cone out so strongly on the issue of neters and snart neters
or is this a separate issue? Because depreciation is -- has
been referenced in testinony as being advocated as the

appropriate anount of depreciation to continue to be used for

the smart neters?

A Right. Right.
Q Which certainly, | think, could lead to an
issue of there's is a program So I'mjust -- I'mtrying to

see if that's intertwined at all?

A It isintertwined. To the second part,
obvi ously having a huge anount of capital P stranded
i nvestnent out there is what gives us the heart pal pitations.
To the second point -- and | concede this in ny testinony
itself -- there could very well be a good argunent for
ultrasonic neters and the safety benefits there. The Conpany
just didn't performit, didn't showit. They're asking nme to
take it at face val ue based off of no requests for proposals,
no additional bids. No --

Q Pl ease tell me your criticisns, then, of
taking at face value of the testinony we heard today that the
costs are close? | think 172 to 220, sonewhere in there, and
adding in the heat shutoff --

A Ri ght.

Q -- and the flow shutoff, both of which

require no connectivity. Wy can't | take those two facts on
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face val ue?

A G eat question. It's -- if there's -- it's
an apples to oranges conparison. You're asking -- the
Conpany is conparing a brand-new out-of-the-box neter to a
refurbished neter. GCkay? Wy just that? Wy not other
brand- new out - of -t he-box neters? Wy not different bids?
Wiy not just sone sort of analysis to justify that. And then
-- and this is an inportant point because | really can't
overl ook the fact that what we're getting here are wildly
different average lifes, Wuether it's ten years, 18 years, or
35 years. And just to underscore this, the 35-year can't
FIl em ng depreciation study is based off of the Conpany's

hi storical records.

Q Which is wapped up with the depreciation
issue. So, | see. It's gets conplicated quickly.
A Ri ght.
JUDGE HATCHER: I'mgoing to stop there for

ny questions. Let's get back to recross, try and finish up
before lunch. Recross for Dr. Marke. First we go to Staff,
Ms. Myers. Counsel.
M5. MYERS: No questions, Judge.
JUDCGE HATCHER: Thank you. And for Spire?
MR, APLINGTON: Just a few, Your Honor.
I'I'l be very brief.
RECROSS EXAM NATI ON BY MR, APLI NGTON:
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Q Dr. Marke, did you attend the June 8th
technical conference in this case with M. Rieske regarding
ultrasonic nmeters?

A | was unable to attend that conference.

Q Ckay. Wth respect to the witten materials
that you tal ked about wanting and not receiving, did you ever
call M. Rieske and ask himto send it to you?

A No.

Q Ckay. You would agree with ne, woul dn't
you, that eventually all of the diaphragmneters in service

currently at Spire will need to be replacenent with

somnet hi ng?
A Yes.
Q Are you aware that Spire has al ready used

| tron-branded di aphragm nmeters in Mssouri Wst for many
years?
A Yes.
Q | heard you tal k about sone federa
regul ations and different adm nistrations, but is there a
M ssouri regulation that requires a cost-benefit analysis and
regul atory decisions with $100 mIlion plus inpact?
A No.
MR APLI NGTON: No further questions.
JUDGE HATCHER: Thank you. Brings us to

redirect, M. dizer.
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REDI RECT EXAM NATI ON BY MR CLI ZER

Q |''mgoing to work backwards. So starting
wth the recross of Spire. You were asked a question about
attendi ng June conference. Did anybody from OPC attend that
June conference?

A Yes.

Q You were asked about the witten materials
you requested and whether or not you had requested those.
How do you understand the responsibility of parties in a rate
case to provi de evidence?

A That's incunmbent upon the utility to answer

t he questions asked.

Q Did the Conpany provide any of these witten
docunents in their direct?

A They did not.

Q Have they subsequently provided then?

A | would say in pieceneal.

Q All right. Sorry. | don't know what's
happening to nme. | apologize. Apparently |I'm breaking down.

Moving on to the questions fromthe Bench. You were also --
had a series of questions regarding OPC s involvenent in the
repl acement issue. Do you recall that?

A | do.

Q | think you mght've testified on this, but

just to make sure. Were you aware of the depreciation
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reserve problemprior to Spire naking its request?

A No.

Q You were asked a series of questions
regardi ng, you know, the big P Program you know, it's
probably going to take 20 to 30 years. Do you recall that?

A | do.

Q What was your understanding of Spire's
position noving forward with regard to the repl acenent
progr anf?

A My understanding? Sitting here today, it
sounds as though the Conpany will replace neters on average

between 18.1 and | think it was 22.1 years in service.

Q Did you hear M. Rieske testify that they
m ght be accel erating that?

A | did.

Q Does that affect your analysis?

A It further supports ny uncertainty with

bei ng able to go ahead and support ultrasonic neters.

Let me just give you an exanple here.
M. Rieske, | want to say, in his rebuttal testinobny posits
that one of the big cost savings behind this from an
operational standpoint is to replace the neter when we
al ready have sonmebody that's present, you know, driving in
his truck. But now | hear, you know, in today's opening

that, well, we'll look at a statistical sanple and feed that
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t hrough, you know, effectively a buffer. Wether or not that
makes sense, regardl ess of whether or not we're present.
Those sinple things, you know -- | nean, it's either one or
t he ot her.

Q Regardl ess of the intention, your
under standi ng of Spire's programreplacenent strategy has

changed over the course of this --

A Yes.

Q -- case and |'d say probably this hearing?
A Yes. Very nuch so.

Q All right. This relates to both questions

fromthe Bench as well as original cross questions from
Spire. 1'mgoing to hand you a copy of what was previously
entered into evidence as OPC 219. Do you know what this is?

A Yes, | do.

Q So let's start with the cross that you
recei ved fromcounsel from Spire. He asked, anong ot her
t hings, for exanple, about copper theft and high flowrate
alarm Do you recall that?

A | do.

Q Actually, let ne back up. The exhibit that

|'ve handed you, it's a spec sheet for a diaphragm neter

produced by Honeywell. Correct?
A That's correct.
Q Does this diaphragm neter have a high-fl ow
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rate?
A Yes.
Q Does it have tenperature alarns?
A Yes.
Q Does it have al nost all of the safety

benefits that M. Rieske points to with regard to ultrasonic

nmeters?

A It does.

Q Did Spire ever prepare a cost-benefit
anal ysis to conpare using this nmeter or a simlar type of
nmeter to this to the ultrasonic nmeters?

A There's no conparison to any neter.

Q When the judge was asking you about sone of
the criticisns that you had regarding their case, is this
what you were referring to that |ack for a cost-benefit
anal ysi s?

A This is what | mean by inefficient

managenent. Again, if this was a -- if this was a private

sector, you couldn't just go ahead and start replacing fixed

assets for the end of their useful |ife wthout sonme sort of

enpirical basis to substantiate that. Oherw se, you run the

ri sk of going bankrupt.
Q Were you here when M. Rieske testified
about this document?

A Yes.
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Q And he made reference to the fact that they
woul dn't consider it because it would have other fixed costs
associated with it?

A Yes.

Q I's there a concern that you see it with the

current ultrasonic neters and fi xed costs?

A Yes.

Q Care to el aborate?

A You need to | ook at the totality of this
investment. So there are three parts to this. | would say

-- | would posit that we're in part nunber two, which is the
meter itself. Part nunmber three is the AM investnment that
may or nmay not cone to light. Part one was the platformthat
M. R eske put forward, at |east, on Spire West side, which
is Itron. Al three of those parts need to be |ooked at in
their totality and their costs. Wat you end up having --
what you end up -- what ends up happeni ng, absent sone sort
of analysis, just basic analysis, is path-dependant decisions
that feed off of each other. 1In this case, what you've got
is effectively a cheat code to increase your rate base off of
each of these investnents and nake it |arger.

In this case, for exanple, is Itron that
they use the Itron platformin the Wst. And then Itron says
-- and this is an inherent risk -- Itron says well, we're not

going to go ahead and use di aphragm neters now. Ckay. Now,

TI GER COURT REPORTI NG LLC 299
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

we're | ocked into, on the West side, the Itron platform and
that nmeans we need to go ahead and use Itron ultrasonic
meters. So it just keeps buil ding out.

The difference, fromny vantage point -- and
again, what we're trying to do here as econom c regul ators
and why this differs fromEngland and Europe that isn't
cost-based regulation; it's performance-based regul ation --
there is a perverse incentive for this conpany to build out
rate base. This is a platformto do it.

Q You were asked by the judge what you were
referring to when you talk about $100 million investment. |Is

that tying into what you're describing?

A It is.

Q So your fear is that this will just
continue? | nean --

A [t's -- it's just -- it's a construction
conpany at this point. It just becones you're getting nore

and nore, you know, earnings based off of just building out
stuff, and building out stuff, and building out stuff. And,
effectively, if you're a custonmer, again, let's not |ose
sight of the big picture here. | just want nmy nonthly
reading. | just want to know what mnmy gas usage is at the end
of the nonth.

But now we're into this perverse position

where |'m paying one, two, maybe three neters, and all of the

TI GER COURT REPORTI NG LLC 300

WAV Tl GERCR. COM 573. 999. 2662




© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

ancillary services on top of that, to provide ne, again,
nmonthly reading. This is how rates increase |arger than they
shoul d.

Q | only have a | ast question regarding that
exhibit. 1s that a standalone device or is that a whole
separate neter?

A | read this as the entire neter, all of the

products and features that are included within it.

Q And we don't know what the cost is for this
nmeter?

A That's correct.

Q And we don't know because, again, no

cost - benefit anal ysis?

A No cost-benefit analysis.

Q So tying that into the question you received
fromthe judge regarding increased accuracy, is the financial
i npact of that increased accuracy somnething you woul d expect
in a cost-benefit anal ysis?

A Absol utely.

Q What was your initial response fromthe
Conpany when you asked for a cost-benefit anal ysis?

A W di d not performone.

Q All right. You were asked sone ot her
questions by counsel for Spire. One related to the val ue of

alife. 1Is valuing life sonething that other conpanies have
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to do on a regul ar basis?

A Yes.

Q For exanpl e?

A Car conpani es.

Q And you said that you had no inputs. Right?
A Ri ght.

Q You were asked briefly by Spire regarding,

you know, AM network costs and whether or not that was part

of this case. Do you recall?

A Yes.

Q Does M. Rieske point to AM benefits as
part of his testinony for support of the neter?

A Yes.

Q What is the problemwth the AM?

A |'msorry, can you repeat the |ast question?

Q What is your concern -- I'mgoing to

rephrase it.

A Ckay.

Q What is your concern regarding the AM
i nvest ment ?

A. AM investnment, not ultrasonic?

Q Not ultrasonic, AM.

A Right. So, my concern over the AM

investnent is the sane concern | have for electric utilities

wth AM investnent, and that is a very expensive feature
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that remains dormant or otherwise not utilized. And it's
hei ght ened on the gas side because the dom nant feature for
an electric conpany is the ability to use tinme at these
rates. Not a feature that's applicable here for the natura
gas conpany.

So putting aside the issues on the electric

side, | struggle to find a conpelling argunent for AM
investment. Sinply put: W don't have -- and we get a | ot
of calls fromconsunmers. | have never gotten a call froma

consunmer that's demanded that they want hourly interval
natural gas data.

Q You were asked the cost of -- a question
regardi ng the cost conparison between a replacenent and a
ref ur bi shnent.

A That's correct.

Q Do you recall?

Does the answer to your question change if
one considers that one of those neters is already rate based

and the other isn't?

A Yes.

Q How woul d that affect the answer?

A | nmean, overall inpact on customers for one.
It's a managerial -- could you please ask the question agai n?

Q How woul d the fact that one neter, the

refurbished neter, that's already in rates versus the new
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neter not being rates, affect your answer? O course, if you
don't know - -

A There are a lot of factors that would need
to be considered. | nean, the short, sinple answer here is
an overall concern on rate inpact of the large P of the
stranded investnment that's associated with this.

Q Are there other factors that would to be
consi der ed?

A Absol utely. Including, but not limted to,
safety, expected life of said meter noving forward, you know,
enpirical data, not out-of-the-box data, but you know, if --
sitting here, if what | hear fromM. Rieske is effectively,
t he Conmpany's not going to have any operating expense noving

forward because the ultrasonic neters won't need to be

anything -- won't need to do anything. There is no data
that's been provided to date that shows, well, what's an
ultrasonic -- what does -- how does an ultrasonic neter

performng at ten years? At 18 years? |It's an apples to
oranges conpari son

Again, all of this -- and it's not |ike
ultrasonic neters are new technology. This has been around
since the '70s. You -- the Conpany should have been able to
performor provide sonme sort of confidence in the capital
decision that they were going to nake.

Q | think the last |ine of questions |I have,
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the very first thing you were asked by Conpany related to
Page 5 of your -- | can't remenber if it's your rebuttal or
surrebuttal -- but the statement about msinterpreting
testing. Do you recall that?

A | do.

Q What was your understanding as Spire's
repl acement strategy with regard to the testing fromthe
initial data responses you received?

A That the Conpany had to replace neters every
ten years per the Comm ssion rules.

Q At what point did you becone aware of the
variance that the Conpany had received?

A After surrebuttal testinony.

Q Wul d you say it's fair that your
under st andi ng of the actual replacenment strategy put in place

here has been changed?

A It's frustrating because the Conpany has
decided to -- the 10-year and the Comm ssion rule, but this
again -- they got a variance fromthe rule to prevent this

very thing from happening. And then -- and we heard

M. Rieske today says, we plan on accelerating that noving
forward. So it runs counter to previous conpany manageri al
decisions and ultimately, just ends up -- we have the
stranded i nvest ment probl em becones nore pronounced novi ng

forward
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MR CLIZER | believe that's all of ny
redirect. Thank you.

JUDGE HATCHER: Thank you, M. di zer

Dr. Marke you are excused.

THE WTNESS: Thank you.

JUDGE HATCHER: 1:30 is when we'll cone
back. | see we are going to finish wwth M. Robinett after
lunch. That will wap up the ultrasonic meter recovery
issue. That's Issue 26. And then After M. Robinett, we
wi |l nove on to Corporate Allocations and Affiliated
Transactions, that is Issue 19. And | see three w tnesses
there. M planis to finish up that issue inits entirety
today, also. Cone back at 1:30 after lunch. Any other
announcenents? | always get to the end and | don't really
know how to drive it honme. Thank you. 1:30. W're at
recess.

(OFF THE RECORD.)

JUDGE HATCHER: (Okay. The tine of recess
having expired, let's go back on the record. And to bring
everyone up to speed, again, we are having a hybrid WbEx and
i n-person hearing. This is a Spire general rate case
hearing. The file nunber is GR 2021-0108. W were begi nning
the testinmony of M. Robinett.

M. Robinett, would you pl ease raise your

ri ght hand.
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(Wtness sworn.)

JUDCGE HATCHER: Thank you, sir. Please sit
down. |I'msorry, | nmeant to tell you that you were already
sworn in fromyesterday. | made a note to nyself and
everything. You were sworn in twice. Thank you. Please
state and spell your nanme for the court reporter.

THE WTNESS: John A. Robinett. |It's
ROBI-NET-T.

MR CLIZER | just realized ny
understanding is that his testinony having al ready been
subm tted and accepted, | may imedi ately tender himfor
cross. So | do so tender himfor cross.

JUDGE HATCHER: Let's go to Ms. Mers.

MS. MYERS: No questions, Judge.

JUDGE HATCHER: Thank you. And let's go to
t he Conpany.

MR APLI NGTON: No questions from Spire,
Your Honor.

JUDGE HATCHER: Thank you. And I'll ask for
our comm ssioners. Again, we have all five conm ssioners on
the WebEx. |If any are on a phone, it is *6 to unnute. But
are there any conm ssioner questions? Al right, hearing
none. The Bench al so has no questi ons.

Thank you, M. Robinett. You are excused.

THE WTNESS: Thank you.
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JUDGE HATCHER: (Ckay. As we reshuffle here
in the courtroom we are noving on to Issue 19. This is
corporate allocations and affiliated transactions, |ssue 19.
Qur first witness will be M. Tinothy Krick of Spire.

MR CLIZER M ni openings?

JUDGE HATCHER: Thank you, M. di zer.

M. Krick, stay there. And you are already
sworn in. W'IIl just cover that right now Yes, we do want
to do mni openings. | appreciate the rem nder. Let us
start off with Spire.

MR. COOPER: Thank you, Your Honor. Dean
Cooper for -- do we have the m crophone on? Should it be on?

JUDCGE HATCHER: That one stays on. It
shoul d be on all the tine.

SPI RE OPENI NG STATEMENT BY MR, COOPER:

MR COOPER: Thank you, Your Honor, maybe.
The Commission's Affiliate Transaction Rule that applies to
Spire Mssouri indicates in its purpose section that the
rule's intended to prevent regulated utilities from
subsi di zing their non-regul ated operations. In addressing
this purpose, anong other things, the rule calls for a
Conmmi ssi on-approved CAM or cost allocation manual. Spire
M ssouri has a Conmi ssi on-approved CAMthat was approved in
GC-2011-0098. In fact, Spire Mssouri is one of a very few

M ssouri utilities, and perhaps the only one of the M ssouri
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utilities, that has a CAM approved by the Conm ssion.

The cost reflected in Spire Mssouri's
filing are consistent wwth the Mssouri Affiliate
Transactions Rule and the Comm ssion's -- or the Conpany's
Commi ssi on-approved Cam Spire Mssouri custoners are
protected by the Conpany's adherence to the nethodol ogies
reflected in that CAM

Currently, costs are transferred to a
separate entity, Spire Services, for allocation to its
affiliates to include Spire Mssouri. This is done in a
simlar way to how such allocations are perforned at nany
M ssouri utilities. Staff wtness Myjors explained that the
use of service conpanies to obtain necessary corporate
support services for multiple entities under a hol ding
conpany structure is a common practice for utilities, and it
is believed to be an econom cal approach for provision of the
services. Spire Mssouri certainly agrees. Staff proposes
no di sal |l owances or adjustnments based on Spire Mssouri's
affiliate transactions or corporate allocations.

M ssouri custonmers benefit fromthe way Spire Mssouri's
costs are shared by other affiliates as providing corporate
services to a nunber of affiliates on a centralized basis is
inherently nore cost-effective than having each affiliated --
or each regul ated affiliate provide the services for

t hensel ves.
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At Spire Mssouri, we're a standal one
utility. The expenses included in rates would increase.
Moreover, even if an adjustnent were entertained, the
adj ust ment proposed by the OPC in this case, the reversal of
approxinmately $84 mllion of shared costs is not based on
specific allegations of inprudence, but instead generally
proposes to disallow 50 percent of costs incurred by Spire
M ssouri and instead assign those costs to Spire Mssouri's
hol di ng conpany, Spire Inc. The result of this would be
shared service costs borne by Spire Mssouri and the hol di ng
conpany in equal anounts. This does not pass the commonsense
test given that Spire M ssouri provides natural gas service
to alnmost 1.2 mllion custoners on a daily basis, while Spire
I nc. conducts no regulated or unregul ated business of its
own.

Utimtely, the process used by Spire is
reasonabl e and provides for an equitable distribution of
shared costs. There's no reasonable basis for the adjustnent
proposed by OPC and specifically, no basis for the $84
mllion reallocation of costs fromSpire Mssouri to Spire
Inc. Spire will provide the testinony today of M. Tinothy
Krick, who is the vice president controller and chief
accounting officer for Spire Mssouri. That's all | have,
Your Honor.

JUDCGE HATCHER: Thank you, M. Cooper.
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Let's nove to Staff.

Ms. Myers.

STAFF OPENI NG STATEMENT BY Ms. MYERS:

M5. MYERS: My it please the Conm ssion,
and good afternoon. M nane is Jame Myers and | am here
representing the staff of the Mssouri Public Service
Comm ssion. First, it is inportant to note that when Staff
refers to corporate allocations in this case, Staff is

referring to the allocations of costs allocated to Spire

M ssouri and/or other Spire Mssouri affiliates. Due to the

nature of the corporate structure of Spire Inc. as counsel

for Spire just briefly described, all transactions under what

Staff classifies as corporate allocations are allocations
anong affiliates and are therefore subject to the

Commi ssion's rules regarding affiliate transactions of gas

utilities, which is contained in 20 CSR 4240-40.015. And as

al so noted by counsel for Spire, Spire also has a
Conmm ssi on- approved CAM

In the course of any rate case requests,
Staff performs an update of all the costs incurred by or
allocated to the Mssouri regulated utility. Staff then
makes reconmended adjustnents to cost that are incurred or

allocated. In the instance of Spire Mssouri, and

specifically in this case, Staff reviewed all costs allocated

to Spire Mssouri and all costs incurred by Spire Mssouri,
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and in sone instances, nmade adjustnents that allocated a
portion of those costs to other affiliates.

One exanpl e of such an adjustnment in noted
on Page 3 of Staff witness, Keith Majors' rebuttal testinony,
in which M. Majors notes that through Staff's reconmended
payrol | annualization, a substantial portion of the salaries
and wages of Spire M ssouri enployees were allocated to
various Spire Inc. affiliates using a three-factor allocator
t hat uses an average of fixed assets, revenue, and wages.

OPC s wtness has stated in testinony that
Spire Inc. and Spire Services are not being allocated their
fair share of costs. OPC s renedy for this alleged
unfairness is set a negative adjustnment of $84 million, which
is presented in rebuttal, or $64 million, which is presented
in surrebuttal is necessary to Spire Mssouri's revenue
requirement.

Staff, however, has found no evidence in the
course of its audit during this rate case that suggests that
Spire Inc. or Spire Services, Inc. have a material purpose
separate and apart fromthe operations and |ines of
busi nesses of the regulated and non-regul ated affiliates. As
such, Staff believes it would be inappropriate to require
that Spire Inc. or Spire Services, Inc. should be arbitrarily
assigned and required to retain sonme |evel of corporate costs

beyond the discrete adjustnent Staff has already recomended
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in the course of its adjustnment.
Staff witness, Keith Majors, has witten
rebuttal and surrebuttal testinobnies on Staff's

recommendat i ons regarding corporate allocations, also known

in this instance as affiliate transactions, and is here today

to answer any questions on this topic. Thank you.

JUDGE HATCHER: Thank you, counselor. And
now M. dizer.

MR CLIZER Wiile |I recognize it won't be
on the livestream |I'mstill going to put the PowerPoint up
for the courtroom

JUDGE HATCHER: For those on WebEx,

M. dizer has turned to his affiliate transactions, opening

Power Point. As we have found previously, our canera does not

zoom but he has brought that up on the TV in the courtroom
so everyone on WbEx you can foll ow al ong.
OPC OPENI NG STATEMENT BY MR, CLI ZER

MR CLIZER If it would please the

Comm ssion. John Cizer, once again on behalf of the

M ssouri O fice of the Public Counsel. So, we're here today

to discuss affiliate transactions and | want to throw this

out here before | get any further. There's a little bit of a
nomencl ature issue, corporate allocations, affiliate
transactions. |I'mgoing to be referring to affiliate
transactions. That's what we are interested in at the OPC
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The Affiliate Transactions Rule, naking sure it's conplied
wi th.

So, noving on, let's grab a brief overview
There are two essential problens with this case, both of
which are intertwined. The first is the actual violation of
the Affiliate Transaction Rule. And the second is the
i nproper allocation methodologies. As | put forward in ny
general opening, | believe that the second one, in many ways,
explains the first one. So that's why | said that they're
intertwned. But it's helpful to try and see them as
separate issues.

Before we get too deep into the weeds here,
let's take a monent to just consider how affiliate
transactions are supposed to work. So to do that, let's take
a nonent to |l ook at a brief denonstration. |nmagine you have
a regulated gas utility and a subsidiary -- a fellow
subsi di ary unregul at ed appliance conpany both under one
parent conpany. Right. So the regulated gas utility, of
course, sells natural gas services. The unregul ated
appl i ance conmpany it sells, say, water heaters. Sonething
that runs on gas, but it's not part of the regul ated gas
busi ness.

If the regulated gas utility provides
general overhead support, basically helps to run the

unregul ated appl i ance conpany, the unregul ated appliance
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conpany has to provide cash paynents back in order to neet
the Affiliate Transaction Rule. And in particular, they have
to provide cash paynents that are the greater of either fair
mar ket value for the services provided or the fully

di stributed costs for the conpany to provide those services.

I f the conpany just provides general
over head support, though, and doesn't nake -- doesn't receive
any conpensation, you have a subsidy. This is what's in
violation of the rule.

So let's apply the situation to the Spire
nodel . At the top, you have Spire Inc., that's the parent
conpany. Underneath it, |I've three affiliates: Spire
M ssouri, Spire Services, and the other Spire affiliates.
There are several, but right now they're just grouped
together. So what happens here is that Spire Mssouri is
providing services to its parent conpany, Spire Inc. and it's
charging the costs of those two Spire services, which is then
go to reallocate the cost back out to everyone.

Now, | should point out that the allocation
of cost error, there should be another one going to the other
subsidiaries. |1'mnot saying they all go back to Spire
M ssouri. Honestly, | couldn't put it on the slide wthout
becom ng too, you know, busy. But the situation here is that
when you al |l ocate the cost back to Spire Mssouri that it's

charging to provide the services, those are canceling each
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other out. And what's left is just Spire Mssouri providing
services to Spire Inc. w thout conpensation. And, once
agai n, we have a subsidy.

So what is Spire Mssouri actually
subsidizing? Wll, a lot of stuff. For exanple, it's
subsidi zing the regulatory and financial reporting that it
generates on behalf of Spire Inc. This includes proxy
statements to sharehol ders, tax returns, and the SEC required
10-K. Al of these docunents are prepared by Spire M ssouri
enpl oyees on behalf of Spire Inc., yet Spire Inc. pays
nothing for the generation of these docunents.

Spire Mssouri al so nmanages the overal
corporate headquarters for the Spire enterprise, of which
Spire Inc. makes use because of it has people working there
and it lists it as the place of business for its filings,
like on tax returns and with the Secretary of State. Again,
Spire Inc. pays nothing for this.

The personnel, which includes eight outside
directors on Spire Inc.'s board and five executive officers.
Those executive officers are Spire Mssouri enployees. They
work for Spire Inc. in the sense that they prove nanagenent
services, managing Spire Inc., and Spire Inc. pays nothing.
Spire Inc. pays nothing for its eight outside directors,
which is again, charged to Spire Mssouri. And business

managenent functi ons which range from cash nmanagenent,
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auditing, strategic planning, and over 30 nore pages in the

affiliate transaction report. So there is a |lot of stuff

that Spire Mssouri does for Spire Inc., or else pays for for

Spire Inc., of which Spire Inc. bares no cost whatsoever

And if you |l ook at the overall about of

noney that's charged through Spire Services to all the Spire

entities, you see that Spire Mssouri is picking up the bill
for about 76 percent of that. Everybody else is getting 23
percent while Spire Inc. is getting |ess than one percent.
And that |ess than one percent -- | won't go into the detai
on that. It's in the testinony of M. Schallenberg and I

want to make sure that we avoid confidentiality.

S

So let's take a brief nonent to |l ook at the

rule. And | know that there's a lot of text on this slide,
but basically what | want people to focus on is this Sub 2t
Part A to 20 CSR 4240-40.15, which is the Affiliate

0]

Transaction Rule. And what that basically says is a utility

cannot provi de goods or services for less than the cost to
make those goods or services or the fair market price.
That's what | was saying before. A utility cannot provide
goods and services to an affiliate w thout reasonable
conpensation, which is defined there.

So, again, it should be fairly obvious that
you have a rule violation going on. Wy? Because Spire

M ssouri is providing goods and services to Spire Inc. And
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Spire Inc. is paying nothing for those goods and services.
You can pick any one of those exanples | threw out.
Preparation of a tax return for a consolidated business
entity. Spire Inc. benefits fromthat. Does Spire Inc. pay
for it? No.

The SEC 10-K, which is sonething only Spire
Inc. has to file. \Wo prepares it? Spire Mssouri. Does
Spire Inc. pay for it? No. Spire Inc. is not paying
anything for the goods and services Spire M ssouri produces
for it. Therefore, it's paying less than the fair market
price or fully distributed costs, and therefore it is
violating the plain [ anguage of the Affiliate Transaction
Rul e.

Now, one of the arguments that you -- | can

to see probably thrown out here is this idea that Spire Inc.

Is a holding conpany. |t doesn't have any assets. It
doesn't have any revenue. |t doesn't do anything. First of
all, | just want to throw it out there, the Affiliate

Transaction Rul e does not distinguish between hol di ng
conmpani es and other affiliates. It treats every affiliate
t he sane.

The second, is that Spire Inc. was nade for
a specific purpose and that was to support the non-regul at ed
busi ness endeavors of the Spire enterprise. And that's in

Spire's own words, which is sonething that we'll get to,

TI GER COURT REPORTI NG LLC 318

WAV Tl GERCR. COM 573. 999. 2662




© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

hopefully, in the course of this hearing today. So when you
have the conm ssion staff stand up and say, Spire Inc. has no
separate business interests beyond Spire Mssouri, that's not
how Spire explained the situation to the Conm ssion when it
first reorganized this way. That's an inportant point to
under st and.

Spire's decision to separate out its parent
conpany, Spire Inc., had benefits in that it allowed the
Company to pursue non-regul ated busi ness activities, and
pursue they have. But it also cane with risks. And
followng the Affiliate Transaction Rules is one of those
risks. | think it's a good point to have a short regul atory
self-check. Right? Again, sinply ask yourself what would a
non-regul ated, non-affiliated conpany do in a situation |ike
Spire Mssouri, who is providing services to anot her
corporation? The answer is not provide those goods and
services and then charge itself for the costs. It would
provi de the services and charge for them just |ike every
ot her conpetitive business does.

Because Spire Mssouri isn't doing this,
because it's sinply providing goods and services to Spire
Inc. without charging Spire Inc. for those costs of those
goods and services, Spire Mssouri is clearly subsidizing the
operation of Spire Inc.

So, let's take a nonent to tal k about how we
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actually got here. And this is where | pivot to that second
issue | brought up, which is the allocation factors. The
whol e probl em here conmes down to the allocation factors used
and the business nodel that Spire is enploying. Basically,
the allocation factors are designed in a manner to excl ude
Spire Inc. fromreceiving any costs and instead charge al nost
all of the costs back to Spire Mssouri. And | want to make
clear, this is not an accident. The systemwas purposely set
up this way to ensure Spire Inc. never had to pay. And it
persists, in many respects, even Spire -- if the Conm ssion
agrees that Spire shouldn't have to pay because you have the
vast mpjority of costs being assigned back to Spire M ssouri
when it shouldn't otherw se be.

| want to give an exanple of howthis
allocation factors were in the problens that I'mreferring
to. This first exanple is taken fromny general opening, so
sonme of you are probably going to renenber it. It starts by
asking you to consider Spire Inc.'s president and CEQO
Again, this positionis filled by a Spire M ssouri enpl oyee
and not a Spire Inc. enployee. A 100 percent of her payroll
is generally, on a usual basis, indirectly assigned using a
three-factor fornula. Now, you already heard Staff explain
this three-factor fornula's going to | ook at revenue, fixed
assets, and payroll. Spire Inc. clains -- sorry, Spire

M ssouri clainms Spire Inc. has no revenue, fixed asset or
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payrol |, and therefore charges none of the salary of the
person managi ng the conplete operation of Spire Inc. to Spire
I nc.

Let that sink in for a mnute. You have a
conpany who is not paying the salary of its own president and
CEQ. This is not equitable. This is the problem |[|'malso
just going to throw out there the idea that Spire Inc. has no
payroll, fixed assets or revenue is wong, and we'll get into
that during the course of the hearing as well.

But let's | ook at another exanple. This is
700 Market Street. This is the sixth floor of 700 Market
Street. Now, | know you're |looking at that saying | can't
make out anything there. That's fine. |'mgoing to circle
these little offices. These offices that you see circled in
yellow, these are the offices where Spire Inc.'s officers
work. The red circle is the boardroom where we're pretty
sure Spire Mssouri's board neets. | say pretty sure because
we only know that the board neets sonewhere on the sixth
floor and that's the best boardroom ! think | can find. W
know t hey neet somewhere on the sixth floor, though.

So, what do we know about 700 Market Street?
Vel |, again, we know the officers work there. Spire Inc.
officers work there. W know that Spire Inc. lists 700
Mar ket Street as an address on nunerous legal filings. And

we know that their board of directors neet there. And yet
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t he Conpany says that Spire Mssouri -- or Spire Inc. incurs
no benefits whatsoever fromhaving its officers, address on
| egal forns or having its board neet there. And instead,
agai n, assigns zero cost to the overall rental of 700 Market
Street to Spire Inc.

This is a slide fromthe general opening you
mght recall. And it's ny way of explaining exactly how the
system works. Again, you're going to have alnost all of your
wor kf orce enpl oyed by the regulated utility. And you use
t hose enpl oyees to do work on behal f of everybody and pull --
sorry, bill their time, bill their -- to a shared services
pool of allocated costs. And then you take those costs and
you al |l ocate get them back out to all of the other
subsi di aries using these three-factor fornulas which you say,
well, Spire Inc. doesn't have any of those and therefore give
nothing to Spire Inc.

Once, again, we wll show that Spire Inc.
does actually neet the requirenents for that three-factor
test. But nore to the point, the allocation factor sending
out this three-factor test -- sorry, the Conm ssion-approved
all ocation nmanual that sets out those three-factor tests
makes it very clear that if at any point the three-factor
test becomes unfair, unreasonable or inequitable, it needs to
stop and be readjusted to properly allocate costs. The fact

that Spire Inc. is receiving nothing, and by plain definition
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is violating the rules, is nore than sufficient to establish
the need to use some other allocation nethodol ogy.

And t he probl em here cones down in |arge
part to the indirect allocation that Spire is performng.
Spire is supposed to be directly allocating as much cost as
possi ble, but they're not. Instead, alnost all -- and | nean
alnmost all of Spire's costs are indirectly assigned using
these formulas instead of being directly assigned. This has
created a problem because it's nearly inpossible to fully
correctly allocate costs or audit the system because
everything is just being shunted into the shared services
account and al |l ocated back out using these factors.

So solutions; how do we fix this problen?
First, again, what you' re supposed to do, which is in the
CAM direct charge as much as possible instead of relying on
general allocators. Then, whatever you can't directly charge
you indirectly charge based on the ratio of direct charges.
Let nme wal k through exactly what | nean here because it's a
little bit confusing.

So direct charge; this is an individual's
salary. Right? Individual A, she records the tine she spent
wor ki ng on projects for each separate affiliate. Her salary
is directly charged to each affiliate based on the percentage
of time she's been working for said affiliate. And this is

sonet hi ng that everybody who works in this building should
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probably be intimately famliar with. This is very simlar
to how the PSC operates when it assigns assessnent costs
anong utilities because it has its enpl oyees track, okay,
which utility aml working on or at |east, what flavor of
utility, for lack of a better term And then allocate out
t he assessnment costs based on that tracking.

The indirect charges are assigned basically
saying okay, if Affiliate A got assigned 25 percent of direct
costs, you assign it 25 percent of the indirect. Indirect
follows direct. But this only works if you follow that
assigned directly as much as possible, possible maximthat's
inthe CAM And it can't work here because again, Spire is
directly assigning virtually none of its costs. Spire Inc.
shoul d be directly assigned nuch nore.

So let's tal k about exanples. Wat could
you directly assign to Spire Inc.? Again, the cost of
preparing those proxy statements, 10-K, the tax form those
could be directly assigned. Rent for using 700 Market
Street. The salary of its officers, outside directors.
That's an obvious one. Auditing and financial services.
Have the people working at Spire M ssouri, who are doing work
for Spire Inc., auditing Spire Inc., wite down Spire Inc.
and allocate their salaries, or a portion thereof, directly
to Spire Inc. This is going to resolve the affiliate

transaction issue that the OPCis up here, you know, barking
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about .

So what is our adjustnment? Again, there's
been a little bit of confusion on this, apparently. OPCs
adjustnent is to renmove exactly half the costs assigned to
Spire Mssouri to represent the anmount by which Spire Inc.
has been subsidized. Now, the dollar inpact on the revenue
requirenment if this is about 65 mllion. And |let nme be
clear. You heard 84 mllion earlier. That was an earlier
versi on of Bob's testinmony where he said | know this is the
amount, but | don't know how much of it is capitalized.

Once you capitalize a portion of it, it drops dowmn to 65. So
that's what the change is. And if you want greater
clarification you' re going to have to ask himbecause | will
qui ckly run out of ny depth fromthat point.

But the great difficulty here, the reason
that we resulted -- sorry -- the reason that we've gone to
using this mechanism is sinply because of the nassive anount
of indirect cost allocation that has nade it al nost
i mpossible to fully or functionally audit this conmpany and
determ ne exactly how nuch should be allocated to Spire Inc.

|'mgoing to throw out there an alternative.
If the Commssion is unwilling to just put 65 billion down,
and | can fully understand why, the alternative is to say,
| ook, at a mininmum Spire Inc. should bear the cost of its

own executive officers and its own board. And then you

TI GER COURT REPORTI NG LLC 325
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

shoul d have Spire M ssouri be reinbursed for the direct
services it has provided to Spire Inc. That is a sinpler
solution. Well, actually, it's not sinpler, but it is --
well, it's an alternative. W'Ill just leave it at that.

So, in conclusion, again, Spire Mssouri is
subsidizing Spire Inc. and it's doing this to the provision
of goods and services without charge. This is a direct
violation of the Affiliate Transaction Rule. The
subsi di zation is occurring due to manipul ati on of the
al l ocation methods, which is because the conpany is claimng
Spire Inc. has no fixed assets, revenue or payroll. These
al l ocati on net hodol ogi es are wong because they are purposely
set up to exclude Spire Inc. and violate the rule.

And | want to |eave off with this one |ast
point. If you don't order any change, any correction,
nothing is going to change. And the reason | bring this up
is because in the |ast case, this Conm ssion ordered the CAM
to be rewitten. Three years, no new CAM |t's still
waiting out there. And while | respect that we've all had to
sl ow down because of COVID, | don't think you'll ever see a
new CAM unl ess you give the Conpany a nonetary reason to want
to wite the new CAM That's why | woul d propose again the
Commi ssi on make the adjustnment the OPC is suggesting, so that
we can clear off this issue noving forward.

As | have nentioned before, our witness on
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this issue is M. Bob Schal |l enberg. He's had, | believe,
over 40 years working in this field, first for the PSC and
then the OPC. He's an exceptional old hand at this and knows
nore about this than anybody el se you could talk to. |
encourage you to ask any questions you have of him And with
that, | will |leave for questions.

JUDGE HATCHER: Thank you. No questions.
Let's junp into our first witness. Tinothy Krick.

JUDGE HATCHER: Sir, you're already sworn
in. We'Ill go ahead and junp right in. But please remenber
you are sworn in. W wll start with Spire.

M. Cooper.

MR COOPER: Judge, we woul d tender
M. Krick for cross-exam nation.

JUDCGE HATCHER: That will nove us to
Counsel or Myers.

MS. MYERS: No questions, Judge.

JUDGE HATCHER: Thank you.

And M. dizer.

TI MOTHY KRI CK, having first been duly sworn, testifies as

fol | ows:
CROSS- EXAM NATI ON BY MR CLI ZER:
Q Good afternoon, M. Krick.
A Good afternoon, sir.
Q Do you have a copy of your surrebuttal in
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front of you?

A Yes, | do. Gve ne a nonent here.
Q That's okay. | need a nonent nyself.
A Rebuttal, let's see. GCkay. |'mthere.

sorry, there were a |lot of documents on this topic.

Q | understand. You would agree with nme --
sorry. You would agree with ne that -- actually, turn to
Page 2. |I'mnot sure if | said that part.

A No, you didn't. Ckay.

Q You woul d agree with me that on Page 2,

Lines 21 through 23, it says: The CAM provides for the

three-step nethod. This nethod begins with the prem se that

the maxi mum-- to the maxi num extent practical, all costs

that can be specifically attributed to a business, segne

are direct charged.

A That's correct. And | would --
Q | -- we can leave it at that for a none
A | stress the word practical.

nt,

nt.

MR CLIZER.  Your Honor, | would like to

mark an exhibit. | believe it should be OPC s Exhibit 220.
THE WTNESS: | think sonebody left a water
up here. | didn't want to accidentally drink fromit.

JUDGE HATCHER: Al right, 220 has been
marked for subm ssion and is being distributed now. And

can ask counsel to all let's check our exhibit sheets.

i f

I'm

m
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showi ng 219 as OPC s Honeywel | ad sheet. And this would be
220.

MR CLIZER  That is what | said.

JUDGE HATCHER:  Anybody have different
nunbers? Anybody have 221? Ckay. W'Ill mark it as 220.

MR CLIZER And, unfortunately, this has
been marked confidential by the Conpany. So unless the
Company changes that, | believe we will need to go in-canera.

JUDGE HATCHER: M. Krick and Spire counsel,
"1l give you all a few mnutes to | ook this over.

THE WTNESS: Matt, do you want to -- this
| ooks like -- report.

(WHEREIN; the parties are in discussion.)

THE WTNESS: The print is very small. 'l
do ny best.

MR CLIZER: Matt, | have no problemwth
mar ki ng the exhibit confidential and I will go slowy. And
if I ask a question you believe is confidential, you can
notify nme. How does that sound?

MR, APLINGTON: | think that will work.

JUDGE HATCHER: (Ckay. | amjust going to
announce for everyone listening and on the WebEx and in the
room how we are going to proceed. |I'mgoing to -- that's ny
under st andi ng, and | ook to counsel for corrections. At the

end of questioning, Counselor Clizer will nove for the
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adm ssion of Exhibit 220 as a confidential -marked exhibit.
And as far as the questions fromM. Cizer to Wtness Krick,
we Wl proceed slowy to nake sure and allow for Spire to
speak up if we get into any confidential areas. |Is that a
fair recitation?
MR CLIZER | believe so.
MR APLI NGTON: That's correct, Your Honor.
JUDGE HATCHER: Ckay. M. dizer, your
W t ness.
BY MR CLI ZER
Q M. Krick, you would agree with me that the
exhibit I've handed you is a data response provided to the
OPC from Spire, signed by yourself, which includes the
attached Excel file?
A There are -- to ne it |ooks |ike the annual
CAM report we submt. There's various colums that are
referenced to this DR that -- yes, it looks famliar. |
believe | signed over 200 DRs for M. Schall enberg, but yes,
to the best of nmy know edge, this is -- I'mfamliar with it.
Q | will say that this was a |arge Excel file.

W did our best to try and make it legible. W printed it

out on |legal paper to that end. | apol ogize for the small
font.
A | can see it wthout ny glasses on, so.
Q Very good. Al right. So the question was
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asking what is -- what is the test year ratio Spire
M ssouri's shared costs direct charge versus allocated shared
costs. Correct?

A Correct.

Q And the response was to see the attached
confidential file, which is the Excel file |I previously
mentioned. Correct?

That is correct.
So let's go through this for a second.
Ckay.

Starting with director and officers

o > O >

insurance. Noting that the OPC DR-1504 not-M ssouri col um,
which is the -- how do | describe this?

A Yeah. What this is nmeant to interpret is
that's the total cost and this went to all the other
affiliates.

Q What |'mtrying to indicate here is that you
agree with ne that for the director and officers insurance,
zero percent is directly assigned to non-M ssouri entities, a
hundred percent is indirectly assigned. Correct?

A Correct.

Q And as far as cost assigned to Spire
M ssouri, again, zero percent is directly assigned and a 100
percent was indirectly assigned; is that correct?

A Correct.
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Q And the sanme is true for corporate costs
wi th the subheading director fees, expenses, director

st ock- based --

A Yes.

Q -- conpensation?

A. Yes, sSir.

Q And, effectively, the sanme is also true of

the outside audit and depreciation furniture and fixtures,
again, a 100 percent is indirectly assigned?
A That's right. W' re assigning based on

factors approved in the Conm ssion-approved cost allocation

manual .

Q Fromny point, a 100 percent is indirectly
assigned. That's the critical part I'm asking you about
ri ght now.

A Yes, that's very clear by this schedul e.

Yes.

Q So, for general and adm nistrative expenses,
you do see 20 percent being directly assigned to Spire
M ssouri. None of the other affiliates received direct
allocation; is that correct?

A Yeah. Those -- for this the schedule. But
again, this is a schedule just of Spire Mssouri charges. So
those other affiliates would have direct charges that --

Q ' msorry.
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A -- may not be presented.

Q ' mtal ki ng about the col um which you put
t oget her was indicating what is directly and what is
indirectly charged to not-Mssouri. By this colum, I,
again, it's difficult torefer to. | believe it would be
colums N through P?

A Yes. Ckay.

Q And, so, according to this, again, a 100
percent of costs are indirectly assigned for general and
adm n expenses to everyone but for Spire Mssouri?

A As reported in this report, inline with the
definitions of this CAMreport that was created a long tine
ago.

Q Can | -- I've got a lot of cross to get
through. |I'mtrying to keep this running fairly snoothly.
So, if you could stick to yes or no questions, |'d greatly
appreciate it. |I'msorry, your counsel wll have every
opportunity to redirect you on these points. |1'mjust going
to wal k through this.

A Yes.

Q It's a 100 percent indirectly assigned.
Property and liability insurance, again, a 100 percent

indirectly assigned across the board?

A Yes.
Q For rent it's a 100 percent indirectly
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assi gned across the board?

A Yes.

Q Now, personnel costs, we actually do see
sone break down. W see that 31 percent has been directly

assigned to Spire M ssouri?

A That's correct.

Q But the other 69 percent was indirectly
assi gned?

A Yes.

Q For the EDP system again, we see Spire

M ssouri was a 100 percent indirectly assigned. Right?

A Yes.

Q And then if we go all the way down to the
bottomat total, and | want the total direct versus indirect
per CAM at the bottom the anount indirectly assigned to
Spire Mssouri was 80 percent. The anount directly assigned
was 20 percent?

A Yes.

MR CLIZER | would nove for the adm ssion
of OPC 220.

(WHEREI N, OPC Exhi bit 220C was offered into
evi dence.)

JUDGE HATCHER  Exhi bit 220 marked as
confidential --

MR, CLIZER  Yes.
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JUDGE HATCHER: -- has been offered. Are
there any objections to its adm ssion onto the hearing
record? Hearing none, it is so admtted.

(WHEREI' N; Exhi bit 220C was received into
evi dence.)

BY MR CLI ZER

Q Can | ask you to turn to your rebuttal, Page
9?

A Ckay. | believe I"'mthere. Yes. Sorry.
Yes.

Q You agree with nme that on Page 9, Lines 14
t hrough 16, you say: |It's because of the nature of that

rule, neither Spire Inc. nor Spire Services make any use of
the building at 700 Market Street.

A Yes.

Q Al right.

MR CLIZER | would like to nmark another
exhibit, OPC 221

JUDCGE HATCHER: Go ahead. So marked.

MR CLIZER It's going to be a little bit
tricky. | will explain later. So | printed this off big
because, again, it is very difficult to see.

THE W TNESS: kay. Looks like a floor
pl an.

MR CLIZER It is a floor plan. It is
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attached to your report.
THE W TNESS: Ckay. |'m ready.

BY MR CLI ZER

Q M. Krick, would you agree with nme that this
represents a floor plan that was provided to the OPC in
response to a Data Request Nunber 1059 of the sixth floor of
700 Market Street?

A Yes. Yes.

Q All right. If you can make it out, and | do
apol ogi ze. Again, we blewthis up as nmuch as possible to

make sure it was |egible.

A I'mfamliar with the floor, so --
Q Ckay.

A -- | can answer your questions.

Q You woul d agree with nme that Suzanne

Sitherwood is in the office in the far, bottomleft corner?

A Yes.

Q And | believe M. Stephen -- well, actually,
do you know who Suzanne Sitherwood is?

A Yes. She is the CFO of Spire. She is also
the chairman of the board of Spire Mssouri.

Q Woul d you agree she's al so president and

chief executive officer of Spire Inc.?

A She is of the Spire Enterprise, yes.
Q Wul d you agree with ne that M. Steven P.
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Rasche is in the top far right-hand corner?

A. Yes, but | think he'd like me to correct hi
| ast nane. It's Rasche.
Q | assumed | probably m spronounced it.

Wul d you agree with ne that he's the executive vice
president and chief financial officer of Spire Inc.?

A. Yes, but | would nore refer to himas the

S

CFO of the Spire Enterprise, not of the holding conmpany. He

al so serves on the board of Spire M ssouri.

Q Wul d you agree with ne that, | believe,
Mark Darrell -- | hope |I'm pronouncing his name correctly --
is on this floor?

A Yes.

Q He is the senior vice president and chi ef
| egal conpliance officer for Spire Inc.?

A Yes.

Q And this nane | know | wll get wong.

Wuld you agree with me that M. Mchael C --

A Cei sel hart.

Q Thank you -- is on this floor as well?

A Yes.

Q And woul d you agree with me he's the senior

vice president to strategy and corporate devel opnent
officer --

A. He is.
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Q -- for Spire Inc.?
A Yes. O the Spire Enterprise, I'll clarify.
MR CLIZER | would nove to offer Exhibit
221.
(WHEREI' N, OPC Exhibit 221 was offered into
evi dence.)

JUDGE HATCHER: Any objection to the
adm ttance of Data Request 1059 and the respondi ng map narked
as Exhibit 221? Any objections? No objections. It is so
admtted. Go ahead.

(WHEREI' N, OPC Exhibit 221 was received into
evi dence.)

THE WTNESS: WII | need to refer to this
for future questions?

MR CLIZER | do not believe so.

THE W TNESS: (kay.

MR CLIZER And can you remnd nme later to
take a procedural matter with you regarding the best way to
i ntroduce that to the record? | have it is a PDF format,
electronically. | don't knowif that'd be easier than the
si x pages | have taped together.

JUDCE HATCHER: Yes, please. |If you could
email that to the judge, I'lIl take care of it. O you can
email it to our exhibits @SC M. Gov, and it will go through

t hat machi nati on
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MR CLIZER: Thank you. [I'mgoing to have
-- ask for another exhibit to be marked. |t should be OPC
222. Wit -- yes, 222.

JUDGE HATCHER. M. dizer, you are correct
on the nunber. The sheet that you provided skips and goes to
223. I'mgoing to mark it 222, to make sure that the record
IS correct and precise.

MR CLIZER M apol ogies, Judge. | was
maki ng that very late at night.

BY MR CLI ZER

Q M. Krick, do you know what this is?

A |'mnot a | awer, but it appears to be a
registration for sone conpliance requirenent related to the
Conpany.

Q This is the 2020 annual report for Spire
Inc. filed with the M ssouri Secretary of State.

A Ckay.

Q | direct your attention -- again, and | want
to first double check under the entity name, it is Spire Inc.

that we are referring to. Correct?

A It appears so, yes.
Q And the registered LE agent is one Ellen
Therof f ?
A Yes.
Q And will you correct ne if | m spronounce
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her nanme?

A Yes.

Q And it lists her address as 700 Market
Street, Sixth Floor, St. Louis, Mssouri 63101, United
St at es?

A Yes.

Q And the principal place of business or

corporate headquarters is that sanme address?

A Yes.

Q And that sane address sans the sixth floor
appears for the addresses for both the officers and Board of

Directors on that front page. Correct?

A Yes.
Q If I turn to the second page and | | ook at
the officers, | see that for every single officer the

busi ness address is again listed as 700 Market Street, St.
Louis, Mssouri 63101. Correct?

A Yes.

Q And the sane for the Board of Directors.
Correct?

A Yes. That appears to be the address to mai

them sonething. That's correct.

Q And | note that on this sheet it declares
that Mark Darrell, M chael Ceiselhart, and Steven Rasche?
A. Rasche.
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Q | apol ogi ze again -- are all listed as other
officers. Correct?

A Yes.

Q And on the third page it identifies Suzanne
Si therwood as the president of Spire Inc. Correct?

A Yes.

MR CLIZER | would offer OPC Exhibit 222,
which is, in fact, marked 222. Right?

(WHEREI' N, OPC Exhibit 222 was offered into
evi dence.)

JUDGE HATCHER: The notion to admt Exhibit
222, the 2020 annual registration report, are there any
obj ections? Hearing none, it is so admtted. Go ahead.

(WHEREI'N; OPC Exhibit 222 was received into
evi dence.)
BY MR CLI ZER

Q M. Krick, could you please turn to Page 8
of your rebuttal, please?

A Yes.

Q Wul d you agree with ne that Page 8, Lines 9
through 11, it says: The CAM specifies these costs should be
al |l ocated based on three-factor fornmula, which is conprised
of fixed assets, revenue, and direct payroll, of which the
hol di ng conpany has none and does not produce or consume

goods or services?
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A Yes.
Q And just to be clear, the holding conpany
t hat phrase is referring to Spire Inc.?
A Yes.
MR CLIZER And | would like to mark yet
anot her exhibit, which should be at this tinme PSC 223.
JUDCGE HATCHER: So marked. Go ahead.
THE WTNESS: Am | able to el aborate on ny
surrebuttal response there?
MR CLIZER | amassum ng that you are --
THE W TNESS: (kay.
MR CLIZER  -- your counsel will redirect.
THE WTNESS: Al right.
BY MR CLI ZER
Q Sir, |'mpausing only because the itemin
question is the consolidated federal tax returns for Spire
Inc., which is a very large document. | have constructed a
very much -- a smaller versions of the smaller sections |
actually want to cross on.
Pl ease advi se how you would like me to
proceed.
JUDCGE HATCHER: Do we have any negative
opi nions that we would not be able to take the much snaller
section onto the record, assum ng that there woul d no

obj ecti ons?

n

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

342



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

MR APLINGTON: | think, Your Honor, unless
the witness refers to other sections in his answer, we can
attenpt to use the skinny version.

JUDGE HATCHER: So we are going to be
mar ki ng Exhibit 223. | amso sorry, I'"'mgoing to mark it as
the skinny version. Let's proceed.

MR CLIZER | apologize to the Court.
was torn between wanting a conplete record and wanting to
save trees.

JUDCE HATCHER: M. dizer and Wtness
Krick, for the benefit of the conmm ssioners and nyself, and
also the court reporter, as we go through the questions would
we keep in mnd that many of us are not accountants and refer
to line nunbers so we can find what you're tal king about nore
qui ckly? Thank you.

BY MR CLI ZER

Q M. Krick, as | said earlier, do you
recogni ze that this is the consolidated federal tax return
for Spire Mssouri -- Spire Inc., | apologize, filed for the
tax year 2019?

A It is consolidated for Spire Inc. and
subsi di ari es.

Q Fair enough. [I'mgoing to use what | have
terned the skinny version just to ease navigation. So, if |

turn to that first page, which is actually Page 123 of the
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whol e docunent, we see the Spire Inc. and subsidiaries colum
on the far right, that's after you take out elimnations for

doubl e counting adjustnments. Correct?

A |'mnot famliar with that adjustnment. |
would -- it -- | don't think it's double counting.

Q Fair enough. Honestly, |'mgoing to nove
past that.

A Ckay.

Q That's not the issue. Let's nove to Page
124.

A What page?

Q The next page, which is Page 124 of the
overal | docunent.

A Ckay.

Q So this is the breakdown of the various

entities within the Spire Inc. enterprise, on an individual
entity basis. Wuld you agree with me on that?

A Yes.

Q And we see for under Spire Inc., under Line
1A of --

JUDGE HATCHER: For anyone on WbEx or
l'istening on the stream counsel is discussing some possible
confidential information. W wll return to questioning in
just a nonent.

MR CLIZER | apol ogi ze, Judge, can we go

TI GER COURT REPORTI NG LLC 344
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

I n-canera?

JUDGE HATCHER: Before | grant your request,
M. dizer, | would Iike to repeat the adnonition that | have
heard on ny enpl oynent here. The Comm ssion has very strong
preference agai nst going in-camera, as that blocks the access
of the public to the information. That said, | understand
that we are tal king about some conpany financials that nmay
not be public information. Have you discussed with counsel
any possibility of limting your questions to either not
mention a specific nunber or to keep this part of your
questions, at all possible, in the public real n?

(WHEREI'N; the parties are in discussion.)

JUDGE HATCHER: | will also entertain --

MR CLIZER | believe it is possible to get
t hrough this w thout going in-canera.

JUDGE HATCHER: (kay. Let's steam forward.
BY MR CLI ZER

Q Again, M. Krick, under the colum header

for Spire Inc., at Line 3, you would acknow edge that there
is a positive nunber for gross profit indicating that the
Conpany has reported to the IRS that it has gross profit?

JUDGE HATCHER: Page 1247

MR CLIZER  Yep.

JUDCGE HATCHER: Line 3.

THE WTNESS: | will acknow edge that in our
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tax return, knowi ng that gap accrual accounting and tax

accounting are apples and oranges, |'ve heard the term used

today. And | don't see all affiliates on there in the

consolidated tax return. | believe there may be sone ot her

affiliates rolled up into that Spire Inc. nunber. Tax -- the

tax departnment reports to ne, but | amnot famliar with each

and every detail in every schedul e.
BY MR. CLI ZER

Q Again -- well, let nme just roll through
this. W're alnost done. You would agree with nme that at
Line 16, for rent, there's, again, a positive nunber.
Correct?

A Yes. That nmeans a deduction, though.

Q |'maware. |'mjust asking that there's a
positive nunber there.

A | feel like | need to clarify.

Q Agai n, your counsel will be able to
redirect.

A Ckay.

Q Let's just read through this.

JUDGE HATCHER: M. Krick, let's --
THE W TNESS: kay. Yes, Judge.
JUDCE HATCHER:  Thank you.
BY MR CLI ZER
Q At Line 23, pensions, profit sharing, et
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cetera, plans, again, a positive nunber?
A Yes.
Q Twenty-four, enployee benefit prograns,
agai n, positive nunber?
A Yes.
(WHEREI'N; the parties are in discussion.)
JUDGE HATCHER: Wil e they discuss,
M. Krick, and also for our WebEx and |ivestream|isteners,
apol ogi ze for the briskness, but the way that the systemis
set up is you'll be able to answer and expound on your
answers on your re-exam nation about your return.
THE WTNESS: Thank you, Judge. | do
apol ogi ze.
MR CLIZER | apologize. | just want to
get things rolling as quickly as possible because | have a
ot to go through
JUDGE HATCHER: No, you're good. You are
taking a second to discuss, so | thought | would let all of
our listeners know what was goi ng on
BY MR. CLI ZER
Q If you could turn to Page -- it's 139 in

this skinny docunent. And, again, | would just point out

under the breakdown for Spire Inc., there is a m scellaneous

adm ni strative expense, there's a positive nunber?

A Yes.
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Q You had nentioned earlier that you felt
there were sone affiliates that weren't listed on this
consol idated tax return. \Wat affiliates would those be?

A | know we have nore conpani es than that.
do not see Spire STL Pipeline, for exanmple. But |I'd really
need to inspect the entire docunent to answer that question.

Q Thank you.

MR, CLIZER No further cross. OCh, wait,
would like to actually admt this exhibit. Pardon ne.

(WHEREI'N; OPC Exhibit 223C was offered into
evi dence.)

JUDGE HATCHER: Ckay. \What has becone known
colloquially as the skinny, this is Exhibit 223. It is a
portion of the consolidated tax return for Spire Inc. and
vari ous sub conpani es.

THE W TNESS: Subsi di ari es.

JUDGE HATCHER:  Subsi di ari es.

THE WTNESS: It's a consolidated for all
the -- for Spire, and its subsidiaries, yes.

JUDGE HATCHER: Does anyone have any
obj ections to the adm ssion of Exhibit 2237

M5. BOCKSTRUCK:  Your Honor --

MR APLI NGTON:  Your Honor --

MS. BOCKSTRUCK: No, go ahead.

MR, APLI NGTON: The exhibit shoul d be nmarked
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as confidential inits entirety.

JUDGE HATCHER: Any --

MR CLIZER: | have no objection to that.

M5. BOCKSTRUCK: And there are several pages
that were not discussed during cross-exam nation. Can those
be excl uded?

MR CLIZER Wuld Spire prefer I go back
and di scuss thenf

MS. BOCKSTRUCK: It's okay. W' ve decided
since it's all going to be nmarked confidential, it's fine.

JUDGE HATCHER: (Okay. The exhibit is marked
confidential, Exhibit 223. Are there any objections to that
adm ssion of that marked as confidential exhibit? Hearing
none, it is admtted.

(WHEREI' N; OPC Exhi bit 223C was admtted into

evi dence.)

JUDGE HATCHER: M. dizer, go ahead.

MR CLIZER: Now | do end cross-exam nation.
Thank you.

JUDGE HATCHER: Thank you, sir. Now we turn
to questions fromthe Bench. First, I'll ask for any

conmi ssi oner questions. Ckay, hearing none, the Bench does
have a coupl e of questi ons.
QUESTI ONS BY JUDGE HATCHER:

Q The first question |'mgoing to ask of al
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three wtnesses -- yes, all three witness for this issue. So
this is ny question. Do you know if the Conm ssion has
considered affiliate transactions between regul ated
affiliates differently? Fromaffiliate transactions between
aregulated utility and a non-regul ated affiliate?

A |'ve noticed that |anguage in the
Comm ssi on-approved CAM and | don't fully understand that
distinction. So | -- this docunent was approved well before
| was in this role. But | have seen that |anguage in there.
| interp-- we treated themthe sane way at Spire.

Q Ckay. Thank you. | have other questions.

Do you have a copy of your direct testinony handy?

A Yes, sir, Judge.
Q Thank you. And | amgoing to be | ooking at
Pages 3 to 4. |In those pages, you described the devel opnents

in Spire's CAMsince Spire's last rate case. And M. dizer
al so referenced that. For the record, that Case Nunber to
rewite the CAMis GW¥2018-0367. Upon checking, it's ny
belief that there has not been a submission in EFIS since
Cctober 15th of 2018.

M. Krick, my question is has Spire
submtted a rewitten cost allocation manual or update during
t he pendency of this rate case?

A Not to the Comm ssion, but we have had

several neetings with the conm ssion staff and the OPC. In
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ny opi nion, we have nmade great progress with the conmm ssion
staff and we have cone together on sone changes that we
believe wll nore nodernize the CAM and clear up sonme of the,
| guess, disputed areas because the CAMwas witten so nany
years ago. OPC has been a party to those di scussions too,
and we've just been so far apart. And | feel |ike sonme of
their changes we just -- we can't accept. And | feel like

t hey' ve conme unprepared to several of those neetings and the
di scussion just didn't lead to sonething that was a

reasonabl e proactive outcone.

Q Can you give us a status as to where in the
process the Spire CAMis?

A So we have a -- we had a neeting with Staff
and OPC, | believe, several nonths ago. W gave our final
edits -- or our nost recent edits again to the parties. W
had a separate neeting with Staff to see if we could jointly
get something filed. But with the pendency of this case,
it's -- it's dropped in the list of priorities, to be honest.

Q Has Spire received any waivers fromthe

Comm ssion for its affiliate transactions?

A ' mnot sure how to answer that question.
"' mnot sure.
Q Do you not know if Spire has received any
wai ver s?
A ' m not aware of any.
Tl GER COURT REPORTI NG, LLC 351

WAV Tl GERCR. COM 573. 999. 2662



© 00 N oo 0o b~ W DN PP

N RN D N NN B PR R R R R R R
aa &~ W N PP O © 00O N OO 0o M W N+ O

GR-2021- 0108, Vol. Xl

Q Ckay. And | believe this is ny |ast
question: Are Spire NG, Spire Storage West, and Spire STL
Pi pel i ne regul ated by FERC?

A Yes.

Q I's Spire Marketing regul ated?

A No.

Q I s Lacl ede Devel opnment Conpany?

A No.

Q Lacl ede I nsurance Ri sk Services?

A It is regulated by the state of South
Car ol i na.

Q Spire G| Services?

A Not regul at ed.

Q Spire C&G Inc.?

A Not regul at ed.

Q Thank you. | counted them as one question

but that certainly was several.
A I"'mglad | was able to answer them

JUDGE HATCHER: The Bench has no further
questions. That triggers us to recross.

Ms. Myers.

MS. MYERS. No questions, Judge.

JUDGE HATCHER: Thank you, counsel or.

M. Cdizer

MR CLIZER No questions. Thank you.
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JUDGE HATCHER: Thank you, Counselor. And
redirect.
MR. COOPER: Thank you, Your Honor.
REDI RECT EXAM NATI ON BY MR COOPER
Q Let's start with the Judge's |ast question
The Judge listed several subsidiaries, | believe. |Is that
what those entities were?
A Subsidiaries or affiliates, yes.
Q Wul d those all be exanples of subsidiaries

or affiliates that are not |listed on Exhibit 223?

A | -- sonme of them vyes, appeared not to be.

Q You were asked about the CAMeffort,
rewiting effort, | think GW#2018-0367. To your know edge,
is there any deadline identified in that -- in that docket --

A No.

Q -- for filing of a CAW?

A No.

Q Goi ng back to Exhibit 223, which is the
skinny version of the tax filing. | think you nentioned

during cross-exam nation that there was a difference between
gap and tax accounting. Wuld you like to provide any
further explanation of that?

A Yes. Absolutely. Gap is -- follows
general |y accepted accounting principles. Accrual

accounting, tax accounting generally follows nore of a
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cash-basi s accounting and you can only take deductions when
t hat expense has been paid or incurred. Also, a big

difference in tax accounting is accel erated depreciation for

capital investnents, where the governnent allows you to take

accel erated depreciation on capital investnents faster than
you can do for gap purposes. And the purpose of that is to
encourage and stinmulate investnent because it defers future
tax -- tax payments.

Q Woul d the uni form system of accounts be

another way to |l ook at financials as well?

A Yes.
Q How woul d you describe the inpact of USQOA?
A I'd say USO -- USOA is a conmonly accepted

nmet hod under gap for regulated utility conmpanies, a format of

reporting. But | would -- I'Il add that there are
di fferences between FERC and gap.

Q Do you have your rebuttal testinony there
before you still?

A Yes.

Q On Page 8, you were referred to Lines 9
t hrough 11, of that testinony?

A Yes.

Q And | think -- well, first off, that answer
goes further than just Lines 9 through 11. Correct?

A Yes.
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Q What's the rest of your answer?

A | think the point | wanted to nake there is
t hat the Conm ssion-approved CAM specifies these are the
factors we use. W're in conpliance with that. And I'I]
adm t, although, the holding conpany is not receiving an
al |l ocati on under those scenarios, we do strive to allocate
all the costs that are benefiting the affiliates. And it's
ny belief that would the affiliates cease to exist or the
subsi diaries cease to exist, the hol ding conpany woul d not
i ncur these expenses beyond any wi nd down of business. So
you can't -- these expenses would not exist had it -- if it
were not for the affiliates. And that's why | feel like it's
fair to allocate themout to the affiliates.

Q As a followup to that, there's been sone
mention of, you know, regulatory and financial accounting,
and space for board neetings, directors, executive officer
salaries, that sort of thing. If we go back to a tine period
prior to the formation of the Laclede G oup, which is the
predecessor of Spire Inc. Correct?

A Correct.

Q Would -- | guess at that point in tine the
only conmpany was the operating company. Correct?

A Correct.

Q And woul d that operating conpany have had

proxy statement to sharehol ders, tax returns, SEC filing
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requi rements all those things that we had nentioned?

A Yes. |'ll also add that Spire Mssouri hold
its own debt and therefore is a separate registrant. So even
within the formation of our 10-K and 10-Q forns, there is a
| ot of extra work and effort that goes into -- and the
different level of audit that goes into Spire M ssouri
because they are a separate registrant.

Q | guess ny real questionis, is that if the
hol di ng conpany were not there, would the operating conmpany
still have these sorts of activities it would have to
participate in?

A The operating conpany woul d have those
functions and those costs and presumably not be sharing them
with the scale that they are today with other affiliates.

Q Now, going back to your rebuttal testinony
on Page 9, Lines 14 through 16, you were referred to an
answer there and you say because of the nature of their role,
neither Spire Inc. nor Spire Services nmake any use of the
buil ding. Wy do you say that?

A | say that because the -- you know, | was
given a chart of the sixth floor where many of our executive
sit. The activities they performare on behalf of all of the
affiliates. W don't have separate neetings just for Spire
Inc. There is no separate group of people that tal ks about

the activities of Spire Inc. W talk about the activities of
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Spire as an enterprise. And, therefore, they' re working on

behal f of all affiliates.

Q Do you still have Exhibit 220 in front of
you?

A Whi ch one was that?

Q That's the one that's the -- perhaps, a

pi ece of the CAMreport. Onh, you need -- you need the | ega

si zed paper.

A Hold on, I've got a pile here. Gve nme --
this one?

Q Correct.

A This one? kay.

Q Are there costs -- this is a genera

statement of cost that are assigned to Spire Inc., types of

costs that would not show up on this CAMreport?

A Yes.
Q What woul d t hose be?
A Wienever the Conpany is engaged in sonme type

of study or potential acquisition target, those expenses are
-- go directly to Spire Inc. They don't take a trip through
Spire Mssouri. Spire Mssouri is not supporting, providing
t hose servi ces.

Q Anot her followup -- | guess this if for
everyone's edification, mne in particular. Wen we |ook at

this report, this CAMreport, are the nunbers reflected here
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for Spire Mssouri necessarily what is included in the cost
for which Spire Mssouri seeks recovery within this rate
case?

A It's a subset, just a subset of the cost we
seek to recover. For the record, one of the things we've
tried to do with the CAMworkshop is to -- all parties get
together and conme up with a report that we all feel is nmuch
nore useful. This was devel oped before we added severa
conpani es and we've tried to conply with the spirit of this
report. We've actually proposed what | consider much nore
nmeani ngful formats and information. But, again, we just
haven't been able to conme to an agreenent on that.

Q Let me try to get at this way: Are there
adj ustments that the Conpany nmakes when it files its case to
exclude fromits request any costs related to -- for exanple,
executive conpensation?

A Yes. Absolutely. So that's a good
guestion. \Wen you look at -- there's cost that we allocate.
Let's take executive conpensation for stock-based
conpensation, and a big part of our A&P program which is
cash bonus. Although we allocate those costs to affiliates,
because on a segnment basis froman accounting perspective, we
do want to push those costs down because we believe they
benefit the segnents and the affiliates. But in this case,

and in the last case, there is a very large adjustnent to the
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test year in Spire Mssouri that it -- we're not seeking
recovery on those executive expenses. | think the nunber |
| ooked at today -- | can't remenber -- | think it was 9

mllion. So, we are not seeking recovery of executive-types
of stock-based conpensation and bonus to the tune of $9
mllionin this case, that are allocated to Spire M ssouri

Q It was pointed out to you -- | think this
was a part of your surrebuttal testinony -- that the
three-step nmethod begins with the prem se that to the nmaxi num
extent practicable, all costs can be specifically attributed
to a specific segnent or direct charge. Do you believe that
that is done by Spire M ssouri?

A Yeah. | feel like we strike the right
bal ance, that we've identified different functions that
provide services to many affiliates or provide services to
many parts of the business. Take the purchasing departnent,
for exanple, they're buying things that, you know, nmay
support capital, may not support capital, may support other
affiliates. So rather than having a person that's buying
things every day, try to track each and every ten m nutes of
their day and what affiliate they're benefiting or whether
that's capital or overhead, you know, we use these
| ong- standi ng causal factors to allocate the costs in a fair
and reasonabl e manner.

MR COOPER: Judge, 1'd like to mark an
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exhibit at this tine, if | could. Judge, are we up to 47 and
487

JUDGE HATCHER: Forty-seven on ny list.
Forty-seven is marked. Go ahead.
BY MR COOPER:

Q M. Krick, do you have Exhibit 47 -- what
has been nmarked as Exhibit 47 --

A Yes.

Q -- in front of you?

A Yes.

Q Do you recogni ze that docunent ?

A Yes. This is an exhibit we comonly put in

our quarterly presentation to investors and al so ot her

i nvestor presentations.

Q There were indications, | guess, in part of
your questioning in regard to the percentage of -- and in
fact, in counsel's opening -- about the percentage of cost

borne by Spire Mssouri versus Spire Inc. versus all other
affiliates for Spire Mssouri?
A Yes.

MR CLIZER |I'msorry, what part of the
cross or the redirect are we referencing? Sorry, what part
of cross?

MR. COOPER: Yeah, let me get back to that,

John. At an initial |level, of course, your opening had
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identified a chart or a pie chart, | guess, identifying that
relationship. But | think the nature of the

cross-exam nation also went to the allegation of how the cost
fromSpire Mssouri were allocated to Spire Mssouri, Spire
Inc., and the appropriateness of those allocations.

MR CLIZER: That's just referring to
affiliate transactions in general. Under that theory, any
cross | woul d've done would've qualified. And as to ny
opening, that's well beyond the scope of cross.

MR, COOPER: Judge, | do think it provides
context for the cross-exam nation that M. Krick underwent
this afternoon. | nean, the items, such as the enpl oyee
nunbers, -- nunbers, rate base was alleged as part of this
conversation. So | think that this is inportant to the
Comm ssion to understand the relative position of these
affiliates.

MR CLIZER And there's no actual reference
to anything that was brought up in cross, specifically.

JUDGE HATCHER: (bj ection overrul ed.

BY MR. COCPER

Q M. Krick, across the top of that docunent
it's listed Al abama, @ulf, M ssissippi, and M ssouri, what
are those referring to?

A Those are the utility -- regulated utilities

t hat we operate.
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Q And Al abama and Gul f, are both of those
| ocated in the state of Al abama?
A Yes.
Q And below that title, for exanple, customner

nunbers, what would be the custonmer nunbers for those various
affiliates?

A Those are as footnoted, the nunmber of the
12-mont h average customer nunmbers endi ng Septenber 30, 2020.

Q And they range from1l1l.1 -- well, 1,186,500
for Mssouri on one end to 18,400 on the other end for
M ssi ssi ppi ?

A Yes. And I'll save you the tine from doing
the math, M ssouri accounts for nearly 70 percent of the
utility custoners.

MR. COOPER: That's all the questions |
have, Your Honor. And if | didn't do so, |I guess | formally
of fer Exhibit 47.

(WHEREI'N; Spire Exhibit 47 was offered into
evi dence.)

JUDGE HATCHER: Exhibit 47 from Spire has
been marked. This is Page 17 of the Spire second-quarter
fiscal 2021 update. Are there any objections to the
adm ssion of Exhibit 47?

MR CLIZER  For procedural purposes, |'ll

stand on ny prior objection.
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JUDGE HATCHER: | appreciate that. 1'm
going to continue to overrule that. W have gotten into what
else is being allocated and this exhibit and that testinony,
while not initially seeming to point to that, did conclude
t hat .

Ckay. That is it for our wtness.

M. Cooper, please confirmyou were done.

MR COOPER: | amfinished. Thank you, Your
Honor .

COURT REPORTER: Did you admt the exhibit?

JUDGE HATCHER: And the exhibit is admtted
onto the hearing record.

(WHEREIN; Spire Exhibit 47 was received into
evi dence.)

JUDGE HATCHER: M. Krick, you are excused.
|f we can have --

THE W TNESS: Thank you, Judge.

JUDGE HATCHER: -- Keith Majors for Staff.
Pl ease come down. Please raise your right hand, M. Krick.

(Wtness sworn.)

JUDGE HATCHER: Thank you. Pl ease have a
seat and spell -- state and spell your last nanme for the
court reporter.

THE WTNESS: Keith Majors, K-E-I-T --

MS. BOCKSTRUCK: Judge, for the record, you
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called himM. Krick. That's Keith Mjors.
JUDGE HATCHER: Oh, just now?
MS. BOCKSTRUCK:  Yeah.

JUDGE HATCHER: Ch, I'msorry. | apol ogi ze,

M. Mjors.

THE WTNESS: That's fine. Keith Mjors,
| ast name MA-J-OR-S.
KEI TH MAJORS, having been first duly sworn, testifies as
foll ows:

DI RECT EXAM NATI ON BY MS. MYERS:

Q Briefly, M. Majors. Wuere are you enpl oyed

and in what capacity?

A ' m enpl oyed by the M ssouri Public Service

Conmmi ssion as a senior regul ator auditor.

Q And are you the same Keith Mjors who
prepared or caused to be prepared the rebuttal testinony
that's been premarked Staff Exhibit 117, and the surrebuttal
testinony that's been premarked Staff Exhibit 135?

A. | am

Q Do you have anything you wish to correct in

any of that testinony?

A | do not.

Q Is the information in these docunents true
and correct to the best of your know edge and belief?

A. It is.
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M5. MYERS: At this tine, Judge, | would
offer Exhibits 117 and 135.

(WHEREI'N;, Staff Exhibits 117 and 135 were
offered into evidence.)

JUDCE HATCHER: Exhibits 117 and 135, which
are the rebuttal and surrebuttal of Keith Mjors have been
offered in -- as evidence in the hearing record. Are there
any objections to their adm ssion? No objections. They are
so adm tted.

(WHEREI'N; Staff Exhibits 117 and 135 were
recei ved into evidence.)

MS. MYERS: Thank you. And | tender
M. Mjors for cross-exam nation.

JUDGE HATCHER: Thank you. And | believe
we're going nowto M. dizer
CROSS- EXAM NATI ON BY MR CLI ZER:

Q Good evening, M. Mjors.
A Good eveni ng.
Q Do you have a copy of your surrebuttal in

front of you?

A | do.

Q Could you turn to Page 9 for ne?

A ' mthere.

Q Wul d you agree with ne that Lines 9 through

12, it reads: It is difficult to conprehend why
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M. Schal | enberg woul d have this Conm ssion believe that
simlar corporate structures forned by the three |argest
utilities operating in Mssouri, Evergy, Inc., Anmeren

M ssouri, and Spire Mssouri, would be sonething the
Commi ssi on woul d prohibit?

A That is what is witten in ny testinony.

Q Basically, the testinony, therefore, you are
conparing Spire Inc. to Evergy, Inc., and Ameren M ssouri,
the basis to support your position?

A In part.

Q Have you revi ewed how the shared service
nodel for Evergy, Inc., and/or Ameren M ssouri operate?

A | amfamliar, generally, with both of those
entities. | have worked on both entities' audits in prior
rate cases.

MR CLIZER  Your Honor, 1'd like to mark
anot her exhibit.

JUDGE HATCHER: (Okay. Go ahead. W're at
224,

MR CLIZER: This would be a FERC fi nanci al
report Form No. 60 for Ameren Services Conpany. And | wll
offer again that | have a conplete version and then the
t hi nner versions because it's a large docunment. This is
mar ked as non-confidential on its face, according to FERC

JUDGE HATCHER: I'msorry. |'mjust
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m sdirected because it was Aneren.

MR CLIZER That's what | said.

JUDGE HATCHER: Let's go ahead.

MR CLIZER  Ckay.

JUDGE HATCHER: W th the skinny version
under consideration, | have not asked for adm ssion yet.

MR CLIZER |'mhanding you a full copy as
well as a small copy so you can navigate.

JUDGE HATCHER: While they're getting passed
around, this mght be a good opportunity to point out it's 10
after 3:00. | dointend to take a break very shortly.
apol ogi ze. We mght be interrupting the testinony of
M. Mjors and then comng back to it. But | amlooking at a
break very, very shortly.
BY MR CLI ZER

Q M. Mjors, can you identify this docunent?
A |'msorry, the large version or the --

Q The | arge version.

A Ckay. This is -- the title of this docunent

is FERC, F-E-R-C, financial report FERC Form No. 60, annual
report of centralized service conpanies. The year of the
report is Decenber 31, 2020, and the name of the conpany is
Anmeren Services Conpany.

Q And if you were to turn to Schedule 17,
Anal ysis of billing associate conpanies account 4-7, which is
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the only other page on the skinny version?

A | am at that page.

Q You woul d agree with ne, according to this
form Aneren Corporation is direct charged costs in excess of
$10 mllion?

A That is what is listed on this form

Q And is indirectly charged costs in excess of
$1 mllion?

A That is correct.

Q Wul d you agree with me this information is
accurate that Ameren M ssouri is direct charging and indirect
charging a far substantial large -- far nore substanti al

amount of noney than Spire Inc.?

A As conpared to what time franme?

Q This test year.

A Coul d you point me to a nunber of your
supposed - -

Q How nmuch has Spire Inc. been directly

charged? O how nuch has been directly charged to Spire Inc.

during this test year?

A Are you asking the information fromthe CAM
filing?
Q Sur e.
A | believe it's approximtely $339, 000.
Q Wul d you agree with me that the $10 million
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that's directly charged is substantially |arger than that
300, 0007

A | f those were conparabl e nunbers, those --
it would be higher

Q Wul d you agree with ne that there have been

no costs indirectly charged to Spire Inc. during the test

year -- or rather in the nost recent CAMfiling? Let's stick
with that.

A O her than the $339, 000?

Q Was that directly charged or indirectly
char ged?

A | believe that was -- | believe those were

di rect char ges.

Q There were no costs indirectly charged to
Spire Inc.?

A That was listed on the CAMfiling?

Q Ri ght.

A That's correct.

Q Wul d you agree with me that the mllion
dol l ars that has been indirectly charged to Ameren
Corporation is larger than the zero dollars charged to --
indirectly charged to Spire Inc.?

A | would agree with that statenent.

Q Do you know whet her Ameren Service Conpany

have enpl oyees?
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A Yes.

MR CLIZER | would nove to exhibit --
sorry, | would nove to admt Exhibit 224.

JUDGE HATCHER: Is this confidential?

MR CLIZER On its face it says the Federa
Ener gy Regul atory Conm ssion does not consider this report to
be confidential in nature -- of a confidential nature.

JUDGE HATCHER: Ckay. Exhibit 224 not
mar ked as confidential has been offered into the record.

(WHEREI'N; OPC Exhibit 224 was offered into
evi dence.)

JUDGE HATCHER: And for the record, being
offered is the skinny version, which is two pages in |ength.

MR CLIZER | would offer it in full if the
Conmmi ssion so desires, but |'moffering on the prior
precedent.

JUDGE HATCHER: Are there any objections to
t he adm ssion of Exhibit 2247?

M5. MYERS: No objections to entering the
skinny version, if that's what we're admtting.

JUDGE HATCHER: That's ny under st andi ng.
M. dizer?

MR CLIZER  Yes.

JUDGE HATCHER: Yes, only the skinny.

MS. MYERS: No objection. Thank you.
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MR APLINGTON: | don't believe it's
prohi bitive of anything, but we'll waive objection.

JUDCGE HATCHER: So adm tted.

(WHEREIN; OPC Exhibit 224 was admtted into
evi dence.)

MR CLIZER 1'Il go right on to mark
anot her exhibit, 225.

JUDGE HATCHER: If | can interrupt, would
you be nore confortable trying to finish, hopefully, in the
next five to ten mnutes or would you rather | call a break
now. We'll cone back at 3:307?

MR CLIZER |I'mnot going to finish in five
to ten mnutes.

JUDGE HATCHER: Ckay.

MR CLIZER | can tell you that nuch.

JUDGE HATCHER: We wil| take a recess unti
3:30. M. dizer, | appreciate your patience. M. Mjors,
appreciate your patience. Wile I'mthanking people, |I'd
also like to thank the IT staff. W've had many issues with
this hearing and they have cone through naking sure that our
livestreamis still producing and our WebEx, is making sure
to communi cate for all of us. Thank you all. We will return
at 3:30. We are in recess.

(OFF THE RECORD.)

JUDGE HATCHER: Let's go back into session
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and we'l|l pick up with cross-exam nation by M. Cizer of the
O fice of the Public Counsel, and he will be questioning
M. Mjors, testifying for Staff. The issue we are on is
corporate allocations and affiliate transactions. This is
| ssue 19. Keith Majors is testifying.

M. Cizer, the witness is yours.

MR CLIZER Once again | had nove to nmark
anot her exhibit. | believe I"'mon to OPC 225.

JUDCE HATCHER: So marked. Go ahead.
BY MR CLI ZER

Q M. Majors, I'mgoing to try to attenpt to
short-circuit this, make it a little easier. Can you agree
wth me that this essentially the same formthat we just
reviewed for Ameren M ssouri, but for Evergy Services, Inc.?
And not Anmeren M ssouri, mny apol ogies, of Ameren Services?

A Yes, it is.

Q |'ve turned to Page 204.1, which is the only
ot her page of the short version |'ve handed to you. You
woul d agree with me that under Note 1, summary of significant
accounting policies organization, it reads: Evergy Services,
Inc. is a wholly-owned subsidiary of Evergy, Inc., a public
utility hol ding conpany subject to the regul ations of the
Public Hol di ng Conpany Act of 2005. Evergy Services, Inc.
did not provide services to Evergy, Inc. or its subsidiaries

during 2020.
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A Yes, that's what it says.

MR CLIZER | would go ahead and offer OPC
Exhi bit 205 into evidence -- 225.

(WHEREI'N; OPC Exhibit 225 was offered into
evi dence.)

JUDGE HATCHER: | have not heard a request
for confidentiality and | would note, again, with this one it
al so seens to be a public report. Are there any requests to
mark it as confidential? Hearing none. Then we will ask for
adm ssion of Exhibit 225 onto the hearing record. Any
obj ection? Hearing none, so admtted.

(WHEREI'N; OPC Exhibit 225 was received into
evi dence.)

BY MR CLI ZER

Q M. Mjors, can you turn to Page 6 in your
rebuttal, please?

A ' mthere.

Q On Page 6, at roughly Lines 3 through 23,
' mgoing to paraphrase here. You addressed the idea that
Spire Inc., Spire Services do not have a material corporate
pur pose separate and apart fromtheir regul ated and
non-regul ated utilities, and you draw a conparison to Aquil a,

Inc. Correct?

A Yes.
Q You say, for exanple, a good exanple of
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corporate structure and function that had separate purpose
and focus fromregulated utility operations was that of
Aquila, Inc., at Line 14 through 157

A Yes.

Q On Line 20, again junmping to the words
Aquila, Inc.'s primary focus was clearly no | onger M ssouri
regul ated utility operations and Staff recommended M ssouri
customer rates be cal cul ated assunm ng substantial retention
of costs at the parent level to reflect corporate activities
not prem sed upon or required by Mssouri utility operations?

A That is what is witten in this testinony.

Q Have you had a chance to review the verified
application filed by Spire in the creation of Spire, Inc., or
rather the restructuring of Spire, Inc., that was submtted
in Case GW 2001- 3427

A | have read that. |It's been quite sone
tinme, but | have read that.

Q Fair enough.

MR CLIZER |I'mgoing to ask for yet
anot her exhibit, 226.
JUDGE HATCHER: So marked. Go ahead.

BY MR CLI ZER

Q |'mgoing to give you just a noment to
revi ew t hat.

A Wuld you like ne to read it to nyself in
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its entirety or reviewit for substantial conpleteness?

Q | guess nore of the latter, if you want.
This is just the verified application.

A It appears to be conplete.

Q And, again, this is the verify -- you would
agree with ne this is the verified application of GM-- filed

in GW 2001-3427?

A Yes.

Q This was the case wherein Lacl ede Gas
Conpany was restructuring to nove Lacl ede G oup, Inc. -- nake
it a parent. |Is that a fair assessment?

A Yes.

Q And just so that we have everything clear,

Lacl ede Gas Conmpany was the predecessor to Spire M ssouri?
A Yes.
Q The Lacl ede Group, Inc. was the predecessor

to Spire, Inc.?

A Yes.

Q Can you turn to Page 57

A ' mthere.

Q Wul d you agree with nme that under reasons
for proposed restructuring it states at Line -- Paragraph 13:

The primary purpose of the proposed restructuring is to
establish an optimal corporate structure that will permt

Lacl ede to nore effectively pursue both its regul atory
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utility obligations as well as the unregul ated busi ness
opportunities afforded by increased conpetition in the energy
i ndustry and ot her devel opnents?

A That's what is witten in this docunent.

Q And at Paragraph 14, by creating a corporate
structure that nore clearly provides for separation of
traditional utility functions from unregul ated busi ness
activities, going forward, the proposed restructure wl|
reinforce the financial strength of the regulatory utility by
ensuring that the business risks for the unregul at ed
operations of the Laclede Goup, Inc., and its subsidies wll
not be transferred to Laclede Gas Conpany's utility
operations. Indeed, as part of the proposed restructuring,
Lacl ede Gas Conpany will obtain additional |egal protection
fromthe liabilities of the unrelated subsidiaries of the

Lacl ede Group, Inc., and simlarly, the Laclede Goup, Inc.'s
unregul ated subsidiaries will obtain additional |egal
protection fromthe liabilities of each other unregul ated
subsidiary and fromthe liabilities of Laclede Gas Conpany.

A structure which provides future separation between

regul ated and unregul ated activities will also serve to ally
-- I'msorry -- to ally further and any concern by the

Commi ssion that the assets and operations of the regular

di stribution conmpany not be used to subsidize the operation

of any unregul ated business. At the sanme tine, custoners of
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the regulated utility will continue to receive the sane
reliable high-quality service that they've enjoyed in the
past .

Wul d you agree that that's --

A That was an accurate and well read
recitation of what is witten here.

Q Thank you. | do ny best not to ask the
W tness to read things thensel ves.

And, again, in Paragraph 15: Such
separation will also benefit the Laclede Goup, Inc.'s
unregul ated subsi diaries by providing themw th additional
financial and operational flexibility to pursue unregul ated
busi ness opportunities to devel op new products and services,
and to neet new conpetitors in the energy-related fields on
equal regulatory ternms. The new structure will allow the use
of financing techniques that are nore suited to the
particular requirenents and characteristics and risks of the
Lacl ede Group, Inc.'s unrel ated business separate fromthe
creditworthiness of Laclede Gas Conpany?

A That was accurately read.

MR CLIZER | would offer -- | would either
of fer Exhibit 226 or ask the Conm ssion to take
adm ni strative notice of this file, which was pulled fromits
EFI S records, for Case GW 2001- 342.

(WHEREI'N; OPC Exhibit 226 was offered into
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evi dence.)

JUDGE HATCHER:  Exhibit 226 has been offered
into evidence. Are there any objections to nmaking that part
of the hearing record?

MR APLI NGTON:  No, Your Honor.

JUDGE HATCHER: No objections. It is so
adm tted.

(WHEREI' N, OPC Exhibit 226 was received into
evi dence.)

MR CLIZER 1'mgoing to go ahead and nark
anot her exhibit, 227.

JUDGE HATCHER: So marked. Go ahead.

BY MR CLI ZER

Q Wul d you agree with ne, M. Majors, that in
determ ni ng what the focus of a business is it would be
hel pful to know what the strategic |ong-term plans, corporate
pl ans, business plans and/or marketing plans of that business
are?

A It would. That's why | asked for themin
t he data request.

Q So on that note, this is the data request
that you sent to Spire, requesting, anong other things,
copies of Spire Inc.'s strategic |long-term plans, corporate
pl ans, business plans, and marketing plans?

A Yes. This is one of our nmany standard data
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requests that we submt in a rate case.
Q Did you receive an actual copy of the
strategic long-termplan, corporate plan, business plan or

marketing plan, other than the blurb that's included in the

response?

A | do not recall one specific, but if there
was a response, | reviewed those responses. But | don't
recall anything -- there's nothing listed in this docunent.

M. Selinger was particularly good about listing if there
were attached documents. So if there's not one listed
there's likely not one attached.

MR CLIZER 1'll go ahead and offer 227.

(WHEREI' N, OPC Exhi bit 227 was offered into
evi dence.)

JUDGE HATCHER:  Exhi bit 227, which is Data
Request 0027, and its response has been offered into the
hearing record as evidence. Are there any objections?
Seeing no objections, it is so admtted. Go ahead.

(VWHEREI N, OPC Exhibit 227 was received into
evi dence.)
BY MR CLI ZER

Q M. Mjors, can you turn to Page 3 of your

rebuttal testinony?

A | am at Page 3.
Q Wul d you agree with me that Lines 26
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through 28, it reads: Through Staff's payroll annualization,
a substantial portion of the salaries and wages of Spire

M ssouri enpl oyees are allocated to various Spire Inc.
affiliates using the three-factor allocator?

A Yes.

Q There's further a footnote there at the end
that says: The three-factor allocator uses an average of
fixed assets, revenue, and wages. These are separate
allocators for corporate-wide utility -- there are separate
al locators for corporate-wide utility only and M ssouri only?

A Yes.

Q I's that three-factor allocator taken from

Spire's Comm ssi on-approved cost allocation manual ?

A It woul d' ve been from Data Request 34, |'m
thinking. | have the actual nunber here. |'msorry.

Q Take your tine.

A Hal f of 34 is 17, Staff Data Request 17.

They were prepared by Matthew Young.

Q Does it indicate whether or not those three
factors are taken from Spire's Conm ssi on-approved cost
al l ocati on manual ?

A If they weren't taken directly fromthe cost
all ocation nmanual, they would be substantially simlar, if
not the exact sane.

MR CLIZER | have another exhibit I would
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like to mark, Your Honor, 228, | believe.
JUDGE HATCHER: So marked. Go ahead.
BY MR CLI ZER
Q Now, adnmittedly, due to the nature of the
way it was uploaded into EFIS, it can be a little bit
difficult to discern fromface value, but can you identify

what this is?

A Yes. This is -- it's not dated, but it's
the -- I've read the |atest, greatest issue. It's the Spire,
Inc. CAM cost allocation manual. |'mnot sure what date or

version this is, but this appears to be substantially simlar
to the one copy | have.
Q For the record, it is the filing nade into
EFI'S Nunmber BA -- BAFT-2015-0326.
JUDCE HATCHER: And | would like to make
sure, for the record. M. Mijors, | heard you say Spire,
| nc.
THE WTNESS: |'msorry. It would be filed
under Spire M ssouri.
JUDGE HATCHER: Thank you, sir.
BY MR CLI ZER
Q And al so further, cost allocation manual is

colloquially referred to as a CAM Correct?

A That's correct.
Q Geat. So | can stop saying the whole nane.
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Can you turn to Page 15?

A | amthere.

Q So, on Page 15, we see how indirect and
all ocated costs are to be allocated effectively. Correct?

A Yes.

Q And starting at that second paragraph, it
says: The Laclede currently uses a general allocator based
on fixed assets and investnents, revenues and direct payroll.

Correct?

A Yes.

Q Wi ch |argely tracks what you have in your
testinony. Correct?

A Yes.

Q And you agree with nme that the next |ine

says: These factors should be continuously nonitored for
fairness, rel evance, reasonabl eness, and appropri at eness.
And if the business or operational considerations supporting
the proprietary of the general allocator conputation change
materially, and continued use of allocation nethod resulted
in an equitable allocation of costs, Laclede shal

i mredi at el y change one or nore of the conponent factors to
ensure the costs are being allocated on the nost equitable
and appropriate basis. Laclede shall document the reasons
for the change and the reasons for the selection of new

factors.
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A Yes, that's what is listed in that
par agr aph.

Q And turning to the next page, the first
paragraph on 16: In addition, each party shall -- shall be

free in a subsequent rate case to proposed changes to the
cal cul ation of the conponents used in Laclede's fully

di stributed cost determnation. The financial metrics to be
included in the general allocator and in the allocation

factors descri bed bel ow?

A Yes.
Q You can read nore of that.
MR CLIZER I'Il go ahead and offer Exhibit
228.
(WHEREI'N; OPC Exhi bit 228 was offered into
evi dence.)

JUDCE HATCHER: Exhibit 228 has been offered
as evidence into the hearing record. This is marked on the
front page of Appendix 1-CAM and it purports to be the CAM
of Spire Mssouri. Are there any objections to the adm ssion
of Exhibit 228 onto the hearing record? Hearing none, it is
so adm tted.

(WHEREI'N; OPC Exhibit 228 was received into
evi dence.)

BY MR CLI ZER
Q All right. Can you turn in your surrebutta
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to Page 87
A | amthere.
Q At Lines 8 through 10, you state: |

conpletely disagree. Due to the corporate structure at Spire
Inc., all transactions under the term "corporate allocations”
are affiliate transactions and nust conply with the

Comm ssion's Affiliate Transaction Rules. Correct?

A Yes.
Q | would Iike to explore with you a little
bit how the Conmi ssion's allocations -- sorry -- Affiliate

Transaction Rul e operates.

A | have a copy of the rule. Wuld you |like
me to pull it out for a reference?
Q That would be great. 1'mgoing to hand you

a denonstrative.

And Conmi ssion, let nme know whether or not |
should mark it is as a denonstrative. | was intending to
introduce this just so that the transcript woul d nmake sense.

JUDCE HATCHER:  You will have it narked as a
denmonstrative exhibit for the record to nmake sense?

MR CLIZER. Because |'mgoing to be
referring to the A Corp., B Corp., and C Corp. in this, |
feel like having it in the record will hel p understanding the
transcript. It would be, again, purely a denonstrative. Let

me wait until the end of my discussion and then you can
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determ ne whether or not it's necessary.
BY MR CLI ZER

Q All right. So, let's walk through this
really quick so we all are on the sane page. Here we see
three corporations in a fairly sinple corporate famly
structure. You have the A Corp., that's the regul ated
utility; the B Corp., the unregul ated affiliate; and C Corp.,
is an unregul ated parent. And both A Corp. and B Corp. are

fully owned subsidiaries of C Corp. Does that make sense?

A Yes.

Q Ckay. Thanks. |'mjust going to refer back
to this for the purposes of this discussion to nmake things
simple. Al right. | want you to assunme for a second that A
Corp. is providing personnel to manage B Corp. 1Is the

provi sion of managenent personnel a service, in your opinion,
as it would be defined under the Affiliate Transaction Rul e?

A Yes.

Q If B Corp. does not provide any conpensation
to A Corp. following the provision of this service, would you
agree with me that it has received a financial advantage, if
| define a financial advantage as the transfer of
informati on, assets, goods or services of any kind to an
affiliate entity below the greater of fair market price or
fully distributed costs to produce?

A You're saying that A gave to B at no cost

TI GER COURT REPORTI NG LLC 385
WAV TI GERCR. COM  573. 999. 2662



© 00 N o o b~ W N PP

N RN DD N NN B PR R R R R R R
g N W N P O © 0 N O O M W N B O

GR-2021- 0108, Vol. Xl

that would violate the rule?

Q ' m aski ng whether or not you woul d consi der
that to be a financial advantage?

A Ch, yes.

Q Yes. Now, if | give the exact sane
situation, but instead A is providing nanagenent personnel to
manage C. And, again, C provides no conpensation to A, Has
A provided Cwth a financial advantage, if | define
financi al advantage as a transfer of information, assets,
goods or services below the greater of fair market price or
the fully distributed cost to produce?

A Yes.

Q And if | changed out the term nmanagenent
personnel and instead replaced it with auditing services,
woul d the sane situation hol d?

A Yes.

Q And if | changed out the termauditing
services then for preparation of inconme taxes, would the same
hol d?

A It woul d.

Q Thank you.

MR CLI ZER: Again, Your Honor, | would
offer this as a denonstrative in the record so that it
becones clear what I"'mreferring to when | say A, B, and C

Corp. Al though, the record will probably survive without it.
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(WHEREI'N; OPC Exhibit 229 was offered into
evi dence.)

JUDGE HATCHER: |'m going to go ahead and
treat this as an exhibit and we'll just call it a
denonstrative exhibit. Are there any objections to the
adm ssion of 229, a denonstrative exhibit showi ng a table of
corporations? No objection heard. It is so admtted.

(WHEREI' N, OPC Exhibit 229 was received into
evi dence.)

JUDCGE HATCHER: Lisa, what exhibit nunber
did | just say?

COURT REPORTER:  Two-two- ni ne.

JUDGE HATCHER: Well, that is 228.

MR CLIZER No, | think that is 229. |
bel i eve you're absolutely correct.

COURT REPORTER:  Yes, the CAM Appendi x was
228.

JUDGE HATCHER: The CAM was 228. Thank you.

229, no objection, so admtted. Go ahead,
M. dizer.

MR CLIZER. The good news is that | am
approaching the last of ny line of questions, and | thank you
for bearing with ne. | know this has been | ong.

BY MR CLI ZER
Q Can you turn to Page 8 -- oh, you're on Page
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8 of surrebuttal, or should still be there.
A. Yes.
Q Wul d you agree with me that Lines 19

through 21, it says: As | discussed in ny rebutta
testinmony, Staff is not aware of the current existence of any
functions or cost drivers that woul d support substanti al
all ocation of cost to Spire Inc.
A Yes.
Q | will make this a little bit faster
handi ng both out at the sane tine.

MR CLIZER 1'mon 230. R ght?

JUDGE HATCHER: Yeah. ['mon 230. W just
did 229.

MR CLIZER 230 and 231; 230 being the 2016
cost allocation nmanual, 231 being the 2020 cost allocation
manual .

THE WTNESS: |'msorry, could you repeat
that so | can get these straight?

BY MR CLI ZER
Q Absol utely. 230 will be the 2016 cost
al | ocati on manual annual report and 231 will be the 2020 cost
al l ocation manual annual report.
A Ckay. Got it. Thank you.
JUDGE HATCHER: | also note just for future

reference, when we get to that, the front page of this has
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handwitten confidential.

MR CLIZER Yes, and | am-- | have spoken
wth Spire and |'mgoing to ask this question in a manner
that wll keep this fromhaving to go to in-canera.

JUDGE HATCHER: | appreciate both of your
cooperation in that matter. The Comm ssion does prefer to
keep it proceedi ngs public.

BY MR CLI ZER

Q All right. So this will be relatively
sinmple. Under the 2016 cost allocation manual, you w ||
agree with me that there are costs listed for Spire
m scel | aneous expenses at Page 13?

A Yes.

Q And the 2020 cost allocation nmanual, there
are no such costs |isted?

A Yes.

JUDGE HATCHER: M. dizer, |I'm|lost.

MR CLIZER That would be 2016 cost
al | ocati on manual .

JUDGE HATCHER  Yes.

MR CLIZER In the box or colum row
| abel ed Spire m scel |l aneous expenses.

JUDGE HATCHER  Yes.

MR, CLIZER There are nunbers |isted.

JUDGE HATCHER:  Yes.
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MR CLIZER And in the --

JUDGE HATCHER: | see. There's no nunbers
listed. |I'mfollowing. Thank you. The right-hand corner
for those also lost in our stream ng audi ence, is what
M. dizer is pointing out the lack of nunbers in the far
right colums of the Spire m scell aneous expense row.

BY MR CLI ZER

Q M. Mjors, can you explain why this change
occurred between the 2016 and 2020 cost allocati on nanual
reports?

A Not specifically. 1t could be that the 28

mllion listed in the --

Q Ch, let's not reference the nunber
specifically, sorry.

A Ckay. It could be that nunber total in
Spire m scel l aneous expenses is included in other areas of
the report, but that woul d be conjecture, so | can't tel
you.

Q That's okay. That's what | was hoping to
hear. Wth that, are you aware whether or not Evergy

Services has its own enpl oyees?

A No.

Q You're not aware or they don't?
A | am not aware.

Q Ckay. Thank you
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MR CLIZER No further questions. On,

t hank you. Your Honor, I'll nove to admt 230 and 231

(WHEREI' N, OPC Exhi bits 230C and 231C were
offered into evidence.)

MS. MYERS: Judge, Staff doesn't have an
objection. | just would note that in each of these it's one
page of the report that is being admtted.

MR CLIZER | amnore than happy to supply
the entire CAMif the Conm ssion would |ike.

MS. MYERS: Again, | think we're okay with
the skinny version, but it is just one page.

MR CLIZER | will also, again, note that
these are recorded in the electronic filing systemof the
Conmi ssi on.

JUDGE HATCHER: That was ny question. Ckay.
Are there any objections?

MR COOPER: No. | guess where | was going
wth that, Judge, is simlarly, if we would choose to cite to
ot her aspects or other pages of this cost allocation manual,
wll we treat this as if it's been -- notice has been taken
of it, essentially, or it's been adopted by?

JUDGE HATCHER: Does anyone object to ny
admtting the skinny version and taking notice of the ful
versi on?

MR CLIZER: No objection.
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JUDGE HATCHER: Ckay. |'ll ask again on the
exhibits and wll nake my order on taking notice. Any
obj ections on exhibit -- the adm ssion of Exhibit 230 and
231, which are the skinny versions, the one-page versions of
the cost allocation manual, 2016 for Lacl ede Gas Company, and
2020 for Spire Mssouri? Hearing no objections, the skinny
versions, one-page each, are both admtted.

(WHEREI'N; OPC Exhi bits 230C and 231C were
recei ved into evidence.)

JUDGE HATCHER: At this tinme the Conmm ssion
w |l take adm nistrative judicial notice of the full cost
al l ocation manuals just admtted as Exhibits 230 and 231
specifically the 2016 Lacl ede Gas Conpany CAM and the 2020
Spire M ssouri CAM

MR CLIZER Wth that, | have no further
questions. I'd like to thank the witness. That was a | ong
process.

MR. COOPER: Judge, the only thing -- you
intended to submt those as confidential exhibits. Correct?

JUDGE HATCHER: Thank you. One or both?

MR COOPER:  Bot h.

JUDCGE HATCHER: Madam Court Reporter, we're
going to back up for just a second.

Are there any objections to the adm ssion of

Exhi bit 230 confidential, and Exhibit 231 narked
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confidential? Hearing no objections, they are both so
adm tted. The Conm ssion's previous statenent of taking
notice of the full CAMreports stands.

M. Cizer has no nore questions. That
takes us to Spire.
CROSS- EXAM NATI ON BY MR COOPER:

Q M. Mjors, inregard to Areren, is Aneren
financially a much |arger conpany than Spire M ssouri?

A Yes, but | could not tell you right now by
the extent of how larger -- how nuch |arger, but yes.

Q In regard to Exhibit 224, which was the page
fromthe FERC filed for Ameren, | think you started to say
when asked to conpare those nunbers to the nunbers found in
the Spire Service's allocations, nmaybe that you did not know
what the basis of these first nunbers were or what was being
addressed in this exhibit; is that correct?

A Yes. Part of the difficulty would be that
fromwhat | recall Spire, Inc. filed for a waiver fromthe
FERC Form 60 reporting requirenments. That's ny recollection.
So that's why there's no Spire Services FERC Form 60. So
t hose woul d be separate and distinct conparisons to the
Amreren Servi ce Conpany FERC Form 60.

Q And we' ve discussed that Spire has -- Spire
M ssouri has a Commi ssion-approved cost allocation manual .

Correct?
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A Yes.
Q And do you know do any other M ssouri gas or
el ectric corporations have a CAMthat's been approved by the

Conm ssi on?

A Yes. There are CAMs that are in -- being in
exi stence but -- that have been approved by the Conmm ssion,
but | think they were all in the process -- at sone stage of

the process of being rewitten.
Q So -- so there are applications that are out

inthe world right now Correct?

A | believe there's also a workshop docket
open.

Q And woul d you agree with ne that those CAM
applications have -- their processing has slowed as a result

of that workshop docket concerning a new Affiliate
Transaction Rul e?

A | have not been involved with that process,
but | have no reason to dispute the statement that you just
sai d.

Q Now, as a part of this case, you exam ned
Spire's affiliate transactions to include corporate
allocations. Correct?

A Yes.

Q And do you believe that Spire M ssouri

al l ocates shared service cost in a way that is consistent
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wthits CAW

A | believe so, yes.

Q And do you believe the allocation process is
reasonabl e and provides ultimately for a [ ower cost to Spire
M ssouri's custonmers that they would see in the absence of
t hat process?

A Yes.

MR COOPER: That's all the questions |
have.

JUDGE HATCHER: Thank you, M. Cooper. That
takes us to bench and conm ssioner questions. | will ask if
any of our conm ssioners have any questions for Wtness
Majors. Al right. Hearing none, | do have severa
questi ons.

QUESTI ONS BY JUDGE HATCHER:

Q M. Mjors, do you have a copy of your
rebuttal testinony?

A | do.

Q Wul d you please turn to Pages 2 to 4. In
t hose pages, you refute OPC s claimthat a nunber of costs
are allocated solely to Spire Mssouri. Wat specific
adjustments in Staff's accounting schedules or in its cost of
service report identify adjustnments that allocate the
category of costs |isted?

A Wul d you like me to go through each of
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t hese?

Q Yes.

A So, Item1l on Page 3, preparation and
distribution of Spire Inc. 2019 proxy statenent, notice of
annual neeting of sharehol ders and annual report. So, these
woul d be handl ed by the, what | would call, mddle in-house
managenent of Spire Mssouri, Inc. And all those -- all the
| abor costs that were included in Staff's revenue
requi rement, were allocated based on various factors,
dependi ng on the departnent -- those individuals are enpl oyed
in. Some were allocated on what woul d be a corporate-w de
three-factor allocator. Sonme would be allocated on a gas
utilities-only allocator. And sone would be allocated based
on a Mssouri utilities-only allocator.

So, specifically, for each of these itens
there's no -- you wouldn't see a specific adjustnment of,
here's the proxy statement preparation costs. They would be

included in Staff's overall salary and wage annual i zati on.

And, so I'll continue going down the |line
here. Item 2 would be the sane. That woul d be handl ed by
the tax departnent, those enployees. Item 3 would be

finance. And those three would be the |abor. There m ght be
sone nore | abor adjustnents in here.
But Item 4, would be the | easehol d expenses.

And so those woul d have been included for both 700 and 800
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Market. Those woul d' ve been allocated at the nost current
appropriate allocator. There are separate allocators for 700
and 800 Market Street. Those |eases, which | don't believe
have changed very nuch, woul d've been included in an
annual i zed | ease adj ust nent .

[tem 6 woul d have been Spire, Inc. not
enpl oyee directors or Board of Directors. These would have
been included at the test year other than -- okay. The
director's expenses woul d' ve included -- been included at the
test year amounts. Staff did not have a specific adjustnent
related to the cost for the non-enpl oyee directors.
Al t hough, we did reconmend sone renoval of some expenses for
the Board of Directors retreat, and board expenses, and other
m scel | aneous expenses that the Comm ssion has disallowed in
prior rate cases. It's pretty nuch Staff's standard

adj ustments for those accounts.

Cash management function, Item8. |'m
sorry, | skipped Item7. Spire Inc. executive officers, for
the mpjority of those, those wll be -- not the mgjority of,

excuse ne. Those would' ve all been included in Staff's
payrol | annualization, simlar to Itens 1 through 3.

Item7 -- excuse nme, Item 8, cash nanagenent
function. That would be a function of treasury enpl oyees,
again, in Staff's payroll annualization.

Item 9, financing decisions and execution.
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That would also be in treasury and finance. Again, part of
Staff's payroll annualization. | would -- for brevity, Item
10, again, Staff's payroll annualization. Same with I[tem 11.

ltem 12, in brackets, | had assuned this is
for M. Schallenberg's testinmny. That woul d be internal
audit. Those would, again, be included in the |abor
annual i zation. Acquisition analysis. Those typically would
-- if there were a specific -- | -- 1 -- if there were a
specific cost that the Conpany had acquired -- so say they
had acquired the services of an advisor, perhaps, JP Mrgan,
to specifically analyze a transaction. Those would be booked
to the Spire Inc. holding company. To ny know edge, none of
those were incurred in the test year

And, again, these are from

M. Schallenberg's -- this is fromM. Schallenberg's

testinony. | think day-to-day market analysis of general MA
activity would be a function of the internal payroll. And
that would be -- | think it's a good thing and an appropriate

thing for nmanagenent to be aware of acquisitions in the
industry. And so that woul d be an appropriate function of
managenent. And so that would be included in Staff's payrol
anal ysi s.

Q For our listeners, you said MGA. Did that
refer to nergers and acqui sitions?

A. Yes, sir. And so, on 14 and 15, it's the
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sanme answer woul d be all internal |abor, including the
Staff's payroll adjustnent.

Q Thank you. | forgot to ask the question
prom sed to ask of all of our wtnesses this afternoon. Do
you know if the Comm ssion has considered affiliate
transactions between regulated affiliates differently than
affiliate transactions between a regulated utility and a
non-regul ated affiliate?

A Yes. So, the exanple that comes to mnd
woul d be the acquisition of Aquila and Geat Plains Energy,
Case Number EM 2007-0374. In the report and order, | believe
that's the correct nunber -- in the report and order, the
Conmi ssion granted a wai ver between transactions -- between
-- of transactions between Kansas City Power Light, at the
time, and Aquila, Inc., which was renamed G eater M ssouri
Operations. That's one bundle of -- one cost type of -- one
type of affiliate transaction where the pricing nodel and the
Affiliate Transaction Rules, really, it doesn't nake sense to
apply that because it's two Mssouri regulated utilities.

You woul dn't want one profiting off of services provided to

t he ot her.
And in your question, you had asked nme the
provision of utility -- of services to -- froma
non-regul ated -- froma regulated to a non-regul at ed.
woul d ask, is the non-regulated utility, would that be -- I'm
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sorry, the non-regul ated entity, there would be two
situations that | can think of. It would be a pure

non-regul ated entity, such as Spire Ol Services or Spire STL
Pi peline, which is regulated by FERC. But the other

non-regul ated entity woul d be an exanpl e of these Spire

Al abama properties or the Spire M ssissippi properties, which
yes, are non -- are not regulated M ssouri utilities, but
they are regulated utilities in another jurisdiction.

And so again, the not asymetrical pricing
nodel is -- in ny opinion, should be viewed sonewhat |ess
restrictive in those transactions because, again, Staff's
phi | osophy is that those transactions should be at cost.
There should be no -- and the flipside is true. In this
case, we have included sonme costs from again, |abor cost
comng from Spire Alabama. There are no Spire M ssissipp
al | ocated costs because the Conpany does maintain sone
personnel there that provide services to Spire Mssouri and
the Mssouri utilities -- Spire Mssouri Uilities East and
West. So either transaction going either way, the Conpany
has included and Staff has included those costs at the fully
di stributed cost of the Conpany. And so there is no markup
on those transactions.

But | will say, if the -- if the affiliate
transaction -- they do conply with the Affiliate Transactions

Rul e, because the cost to provide those services is equal to,
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in Staff's opinion, and the Conmpany's opinion, the market
rate to provide those services. Staff -- the Conpany -- it's
-- as -- the Conpany and nost other Mssouri utilities that
|'maware of, set their labor at a market rate. And so Human
Resources, in that function, will procure what are called
mar ket sal ary wage studies. And they will price out each
position, usually at the nedian market rate. And these
surveys, in sone cases, they are utility-specific. |In some
cases, they are nore of a broad-base narket.

So to contrast that, if they want to price

out a gas technician, they would use a gas utility survey.

In fact, | did -- there was one provided -- excuse ne -- in
response to Staff data request, where the -- it was provided
by the American Gas Association, that will -- that wll
identify what's the market -- going market rate for a gas

utility enpl oyee or a gas pipe inspector or whatever, or what
have you

But getting back to the point, that's how
Staff would surm se that the cost to provide those services
woul d be at the market rate.

Q Thank you. Wy is Spire Inc., the holding
conpany, not charged any of the costs through a percentage of
the corporate-wi de three-factor for that 700 or 800 Market
Street factors?

A | think the driver of the 700/ 800 WNarket
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Street factors, | believe that those woul d be based on the
other factors that are driving the allocation of costs. So,
for exanple, Spire, Inc., in and of itself, has no revenues.
Al its revenues are derived by its gas-regulated utilities
or its non-regulated affiliates. And the same with plant and
service. There is no Spire, Inc. plant on its own. And so
there is some direct charge for allocated | abor of $336, 000
that was in the 2020 report. And so that m ght be one cost
driver, but that would be a m nuscul e anmount conpared to the
cost allocation pool of the three factors.

And so, | guess, the point I'mtrying to
make is there's not -- there's no cost driver that's -- that
shoul d be absorbing costs that is owned by Spire, Inc. |
nmean, there's no -- Spire Inc. doesn't -- doesn't exist in
and of itself to be a holding conpany. It exists to support

its affiliates.

Q On Page 4, of your rebuttal testinony.
A Ckay, |'mthere.
Q What costs are allocated through the

corporate-wi de three factor?
A. So it's Staff's revenue requirenent, in

general, you're asking about?

Q Yes.
A Ckay. It would be sone of the labor. There
woul d be sone test year. |If Staff did not recomend an
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adjustnent to a specific item it wuld remain in the test
year as incurred and as allocated. | would suspect there --
there are a lot of -- frompaperclips to copier |eases to al
-- a variety of things that were allocated in the test year
wWth a corporate-wide three-factor allocator that Staff
sinply does not adjust. And so what Staff did adjust,

t hough, with |abor, sone of those woul d've been with the
corporate-wi de three-factor allocator.

Q Ckay. Let's turn to your surrebuttal
testinony. Please turn to Page 9.

A ' mthere.

Q You state there that the three | argest
utilities operating in Mssouri have simlar corporate
structures. Do you know if Evergy received a waiver for
affiliate transactions between its affiliates when it merged
W th Westar?

A | believe that's the case. | was | ooking
into that this norning. | know they have an existing waiver
bet ween the former Kansas City Power and Light and forner
Aquila. | do believe there is a waiver. |t would be
bet ween, for transactions between Kansas City Power and
Li ght, now Evergy Metro, and the former Westar properties,
for those affiliate transactions.

Q Do you know if the back office enpl oyees of

Aneren Services, are they charged at-cost to Ameren
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affiliates?

A Yes.

Q Are the back office enpl oyees allocated to
Spire affiliates enployed by Spire M ssouri?

A Yes.

Q Can you explain further, the 700 Market
Street and 800 Market Street, what those allocation factors
are based on?

A | can. | can attenpt to. | have the
conplete CAMreport for 2020.

Q We want to nmake sure not to nmention any

nunbers quite yet.

A No, | won't nmention any nunbers. It
woul d' ve been -- it would' ve been in sone fashion driven by
ot her allocation factors. So if -- well, in part. So,

700/ 800 Market, and 800 Market is, in part, the call center.
Part of it -- part of the call center is 800 Market. So
those woul d be directly allocated to either East or -- well,

it would be directly allocated to sone part of Spire

M ssouri .

The fornmer Lacl ede Energy Resources, the gas
departnment, | believe is over at 800 Market. Those would be
directly allocated. So for -- by square footage, if it's

able to be directly allocated, that woul d be nost

appropriate. But let's say for the tax departnent, it would
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-- | don't think it would be possible to directly allocate
that cost nor would it be appropriate. | think the nore
appropriate function or fashion of allocation wuld be sone
three-factor allocator, which again, that's why Spire Inc.
woul d not be absorbing any of those costs because they --

t hey don't have any other purpose other than the hol ding

conpany.
BY JUDGE HATCHER

Q You just pulled up the 2020 CAW?

A Yes.

Q That's exactly my next question. That

report shows anounts charged to affiliates by Spire M ssouri.
Are the allocation factors in Appendi x A, beginning on Page
47 of that report, are those the allocation factors that

Staff reviewed during this rate case?

A | would say we reviewed the -- we revi ewed
for -- we reviewed the allocation factors that we asked for
separately in a data request, | believe it's 17. Those have

a lot nore information on how those allocation factors were
derived, nmuch nore information than this report. And those
woul d -- these were based on Fiscal Year '20, which was
Staff's test year. So, yes, they would have been exam ned by
Staff, but nmore in the context of a data request, that was
provi ded separate fromthis report.

Q Has Staff quantified corporate support
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services provided by Spire Mssouri enployees to its
affiliates in conparison to other services being provided?
For exanple, do Spire Mssouri enployees provide gas
procurenment services to Spire Al abama or Spire Mrketing?

A The -- for labor, Staff would ve identified
the -- by individual. Let's say there was soneone in gas
procurenment, and they provided services to Spire Al abana.
Yes, those woul d've been allocated to -- it would have been a
gas utilities allocator. So, the answer would be, | think,
yes, we woul d've allocated those costs to other Spire, Inc.
entities.

JUDGE HATCHER: | have no further questions.
Thank you for your patience. That takes us to recross. And
your Staff's witness, M. Cizer, you' re up.
RECROSS EXAM NATI ON BY MR CLI ZER

Q Can you go back to Page 3 of your rebuttal ?
A Yes.
Q Wien t he Judge asked you about this I|ist,
and was aski ng about costs paid -- costs paid solely to
M ssouri. | want to course correct here, because what |

bel i eve M. Schallenberg actually was arguing is that Spire,
Inc. doesn't pay these costs. So to take just this first one
as an exanple. The preparation and distribution of Spire
Inc.'s 2019 proxy statement, notice of annual meetings and

shar ehol der annual reports, would you agree with nme that the
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preparation of a |legal docunment, |like a proxy statement, is a
service?

A Yes.

Q Wul d you agree with me that the preparation

of Spire Inc.'s 2019 proxy statenent, is a service being
provided to Spire Inc.?

A Yes.

Q Wul d you finally agree with me that Spire
Inc. has not paid any portion of the cost for this service?

A | don't think -- nothing's been -- can you

-- can you repeat that?

Q Vll, let me ask it: Has Spire been

all ocated any portion of the costs for this service?
A No costs that have remained with Spire Inc.
Q Ef fectively, Spire Inc. has not paid

anything for this service?
A No.

JUDGE HATCHER: No, neaning you agree with
M. dizer?

THE WTNESS: Yeah. No, there are no costs
that were ultimately retained by Spire Inc. in preparation of
the 2019 proxy statenment. |1'm-- the one on Page 3.

MR CLIZER: That was it. Thank you.

JUDGE HATCHER: Recross to the Conpany.

MR. COOPER: Briefly, Your Honor.
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RECROSS- EXAM NATI ON BY MR, COOPER
Q M. Mjors, you were asked a couple of

questions about 7-- and 800 Market Street. Do you know

what's on the -- well, let nme back up. M. dizer earlier
today tal ked about a floor plan on the sixth floor, | think,
of 700 Market. Wre you here for that?

A Yes.

Q Are you aware of what's on the other floors
in those buildings? And |let ne give you sone exanples, if
you know. UWility engineering?

A | mght cut to the chase. 1've been in 700
Market. There -- |'ve been to various floors of 700 Market,
and engineering is sonewhere in the building.

Q Gas safety?

A Yes.

Q Gas supplies?

A Yes.

Q | think you nmentioned the call center?

A That -- | -- that would be at 800 Market, |
bel i eve.

Q Are those exanples of functions that would
all support Spire Mssouri and its utility business?

A Yes.

Q Woul d Spire Inc. have a need for those sort
of services itself?
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A Absent the ownership of regulated utilities,
no.
Q Ckay.
MR. COOPER: That's all the questions |
have, Your Honor.
JUDGE HATCHER: Thank you. Counsel or Myers,
redirect.
MS5. MYERS: Yes, Judge, just briefly.
REDI RECT EXAM NATI ON BY MS. MYERS:
Q M. Majors, in response to sone questions
fromthe Bench, you referred to the asymetrical pricing
nodel and the Comm ssion rules. What exactly were you

referring to there?

A It would be in the Affiliate Transaction
Rule. | have a copy of it right here. The gas utility --

Q Ri ght.

A -- of the Affiliate Transaction Rule.

Q Are you referring to what is known as Nunber

2, the standards?

A Yes. Nunber 2, subpara -- subparagraph a --
sub- subpar agraph one, the rule conpensates an affiliated
entity for goods or services above the | esser of the fair
market price or the fully distributed costs to the regul ated
gas corporation to provide the goods or services for itself,

and it goes on. It's called the asymmetrical pricing --
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asymmetric pricing nodel.

Q Correct. And so, again, that's in 2A of the
Comm ssion's Affiliate Transaction Rules for gas utilities.
Further, there's additional standards there, 2B. Are you

famliar with 2B?

A Yes.

Q And is that applicable to Spire in certain
i nst ances?

A Yes.

Q Wul d you m nd readi ng that provision?

You' ve been reading so well.

A Subpar agraph B: Except as necessary to
provi de corporate support functions, the regul ated gas
corporation shall conduct its business in such a way as not
to provide any preferential service, information or treatnent
to an affiliated entity over another party at any tine.

Q So 2B sets an exception for corporate
support functions; is that correct?

MR CLIZER. Calls for |egal conclusion.
M5. MYERS: |'mmerely asking if that's what
t he | anguage says.
MR CLIZER No. That is a request for
| egal conclusion regarding the effect of Rule B on Rule A
MS. MYERS: No, it 2A and then 2B, and it

clearly says: Except as necessary to provide corporate
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support functions. | just asked M. Majors if that's what it
st ates.
JUDGE HATCHER. M. dizer, anynore
obj ecti on?
MR CLIZER If the question is just does
that state -- 1s that's what it states, then that's not
obj ecti onable. That wasn't the question.
BY M5. MYERS
Q If that was not ny initial question, |
rephrase to be is that what 2B states?
A That is what 2B states.
Q All right. Thank you, M. Mjors.
Additionally, you were asked some questions what is now
adm tted as OPC Exhibit 228. Do you have that still with

you, a copy?

A | do.

Q It was the Appendi x 1 CAM docunent.

A ' mthere.

Q All right. And, specifically, | believe

counsel for OPC had asked you sone questions about Page 15 of

t hat docunent ?

A Yes.
Q The second paragraph on that page, you were
asked -- and | believe M. dizer read that second sentence

of that second paragraph out loud. Do you recall that?
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A Yes.

Q And so, again, has Spire proposed to nodify
its currently Conm ssion-approved CAM docunent in the working
case?

A | believe so, yes.

Q And so would Staff be open to changes to the
CAM docurent if Staff felt they were appropriate and if
al | ocati ons needed to be changed?

A Yes.

Q Thank you. M. Mjors, you were asked quite
a few questions about what costs were retained by Spire Inc.
inthe test year; is that correct?

A Yes, | was.

Q What amount of costs have been retained by
Spire Inc. in the test year? M. Mjors, it appears you
m ght be referencing the 2020 CAMreport, but | don't know

that that nunber is necessarily confidential.

A | believe it mght be in M. Schallenberg's
t esti nony.

Q Ckay.

A If you'll give ne a nonent. Pardon ne.
355-61087 -- |I'msorry, $355,610.87.

Q Correct. And what kind of costs are these

included in that total nunber?

A. | believe the details were identified in
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M. Krick's testinmony. They would be -- there are sone IT
costs, IT labor costs, and | don't recall what -- there were
sone ot her |abor costs, but the category woul d be | abor and
other | abor-related costs.

Q Ckay. So, in your judgnent, could you use
this roughly $350,000 of retained costs as the basis to
allocate a portion of GHQ costs or other overhead costs to

Spire Inc.?

A Yes.
Q And how m ght that work?
A You woul d take that nunber and you would --

mght add it to the pool of wages that you are allocating,
using the three-factor allocator, everything that was not --
all of the square footage that was not directly assigned.
You mght be able to allocate a very mnute portion of those
costs.

Q You' ve al so stated that any allocation of
GHQ costs to Spire Inc. would likely be de mnims in nature.
Wiy is that?

A Agai n, because there's no actual -- there's
no cost drivers for Spire Inc., as Spire Inc. as an entity in
and of itself.

Q | think that's all, M. Mjors. Thank you
Thank you for your tine on the stand.

MS5. MYERS: No further questions, Judge.
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JUDGE HATCHER I ndeed, thank you. You are
excused fromthe witness stand. M. Schallenberg is up next.
And whil e we exchange w tness positions, a quick announcenent
fromthe Bench. As |'ve just stated, we are starting with
M. Schallenberg. M intentionis to finish with his
exam nation and cross-exam nation tonight, thereby finishing
all of Issue 19. | would note that is currently 19 m nutes
before 5:00, and that's all.

M. Schal |l enberg, if you could give ne a
nod. You've been already sworn in, as | recall?

THE WTNESS: | have.

JUDCGE HATCHER: Pl ease take a seat. |
rem nd the menbers, you are still under oath. And we'll go
ahead.

M. dizer, your W tness.

MR CLIZER | tender the witness for cross.

JUDGE HATCHER: Counsel or Myers?

M5. MYERS: No questions, Judge.

JUDGE HATCHER: M. Cooper?

MR. COOPER: No questions, Your Honor.

JUDGE HATCHER: Do any of the conm ssioners
have questions for M. Schal |l enberg? And, again, we do have
all five conmm ssioners at this hearing, and it's *6 to
unmute. |'mnot hearing any questions. The Bench does have

several questions.
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ROBERT SCHALLENBERG, having been first duly sworn, testifies
as follows:
QUESTI ONS BY JUDGE HATCHER:

Q First, let's start with the top question
that | have been asking everyone. |[|'ve gotten pretty
good at it, so I'mgoing to paraphrase. Are you aware if
t he Comm ssion has considered affiliate transactions
between regul ated affiliates differently than affiliate
transactions between a regulated utility and a
non-regul ated utility?

A Yes.

Q Do you know what specific cases we can refer

to that were litigated rather than settled?

A The answer is yes.

Q Can you share those cases?

A The merger of KCP&L and Aquila. | think it
was -- | don't remenber its nane at the tinme, it changed a

lot. There was a request to allow themto exchange goods and
services at cost and not have to deal with the fair narket

val ue of the exchange and the Comm ssi on-adopted a variance
for themin that case. | think there's been a waiver also
granted in the Westar -- what was it? | know it as KCP&L,
and that nerger. One was granted. | don't know that was
contested, but one was granted in that case.

Q Thank you. | appreciate that. | would also
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like to start off referencing sonme of the testinony we've
just had. Do you know if the dividends from Spire M ssouri

and ot her regul ated conpanies flowed through Spire Inc.?

A They flow to.

Q Wul d that be revenue for Spire Inc.?

A It's called dividend incone. |f you want
call that revenue, but the normal termis dividend incone.

Q Ckay. Let's turn to Schedule RES-D-6, whi
is the 2020 CAMreport. |I'msorry, it's the cost allocatio
-- yes, it is the cost allocation manual annual report
subm tted on Decenber 15, 2020.

A | have the docunent.

Q Thank you. If you could turn to Page 35.

A | have that page.

Q I's it your understanding that the anpunts
charged to affiliates are based on costs to Spire M ssouri

provi de that service?

A |'d say no.
Q Do you know what they are based on?
A They are based on allocations pools that

woul d accunul ate dollars and then go to the allocation
nmet hodol ogy. And then assign that out, which could be far
different than actually what the cost was when it went into
t he pool .

Q All right. Wuld you please nowturn to

to

ch

n

to
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Page 40? Are the goods and services provided to Spire

M ssouri from Spire Marketing, Inc., Spire NG, Inc., and
Spire STL Pipeline LLC, charged at anounts above cost? |'|
repeat that.

Do you know if the charges fromthose three
subsidiaries that | just listed charged at anounts above
cost? Are the goods and services provided to Spire M ssouri
by those three affiliates charged at anpbunts above cost?

A Yes. That's what's shown on this page.

Q Do you know if the charges -- it's the sane
three affiliates, Spire Marketing, Inc., Spire NG&, Inc., and
Spire STL Pipeline, LLC, do you know if the charges from
those three flow through this rate case or through Spire
M ssouri East and West's respective PGAS?

JUDGE HATCHER: For our audience |istening,
a PGA is a purchased gas agreenent.

THE WTNESS: Yes, in the sense that the PGA
is an estimate that is built for the cost of gas. And the
ACA is the true-up to actual cost. So actually the -- the
true-up as to what you ultimately have to pay is in the
actual cost adjustnent.

BY JUDGE HATCHER

Q And do you have a copy of your surrebutta

testinmony with you?

A Yes. Yes.
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Q Wul d you go to Page 2, and |I'mgoing to ask
you about Lines 22 to 23.

A Yes.

Q At that point you state that Spire M ssouri

provi des goods and services to its parent and affiliates
bel ow cost. What evidence do you have to support that
st at enent ?

A For Spire Inc., | have the fact that when
goods and services are provided by Spire Mssouri to Spire
Inc., it goes into those allocation pools. And, for exanple,
like a dollar. They could provide a service that was a
dollar, and you put it in the pools, and Spire M ssouri would
pay, you know, the majority of that dollar back. So that's
ny basis for saying -- and Spire Inc., like the way the
systemis, the other parts of that -- that cost would be
given to utilities other than Spire Inc. So Spire Inc. would
get a service, but the cost of that service would be
all ocated out to other Spire Inc. entities including Spire
M ssouri .

Q So when we're tal king about bel ow cost,
you' re not saying that Spire Mssouri is providing goods
bel ow cost because they don't get reinbursed 100 percent. |
believe you' re saying that it's bel ow cost because Spire --
because the cost to Spire Inc. isn't the true cost; the cost

is distributed to the other affiliates, thus it is bel ow cost
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to Spire Inc.?

A Yes. If you think of it when the goods are
service -- when the good or service goes from Spire M ssouri
to Spire Inc., the dollars in that transaction, there won't
be a transaction of which Spire Inc. will pay Spire Mssouri
for that -- that transaction.

Q |"'msplitting hairs here, but |I just want to
make sure that |'munderstanding. You' re not saying that
Spire Mssouri is not nade whole. So in our theoretical
exanple, a Spire Mssouri enployee sits down, types out somne
required formfor Spire Inc., it is Spire Mssouri that is
rei nbursed for 100 percent of whatever that cost is, but it's

fromseveral different pools of affiliate noney, so to speak?

A That would -- no.
Q No?
A Because when you tal k about that pool, part

of the nmoney that's going into that pool is going to be paid
by Spire Mssouri. So if you take $100 and you put in
service to Spire Inc., and then you -- $100 then goes into
the pool. Spire Mssouri will be out the $100 and will get
charged a percentage of that $100 for costs that wasn't for a
good or service that it used, but it is for the cost of good
or service that was provided, like, to Spire Inc.

Q Ckay. Thank you. This is ny |last question

Based on your know edge, has the Conm ssion, when considering
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its Affiliate Transactions Rule, has the Conmm ssion nmade a
di stinction between transactions that occur between two
regul ated affiliates versus transactions between a regul at ed
and a non-regul ated affiliate. Based on your know edge, has
t he Conm ssion nade that distinction?
A. |"'mtold there's one case, where the
Comm ssion in an order nmade that distinction. | can't say
that |'ve personally seen that order or read it. But the
rul e provides for the Conm ssion to provide variances.
guess there's a question about, you know, the procedure that
was used. But it's only case-specific. Variances to the
rule by the variance provision apply to one and only to the
situation that is applied. It doesn't become a general
variation for everybody el se.
Q Thank you. | appreciate that.

JUDGE HATCHER: The Bench has no further
questions. That kicks us to recross.

Ms. Myers.

M5. MYERS: No questions, Judge.

JUDGE HATCHER: Thank you. For the Conpany?

MR. COOPER: No questions.

JUDGE HATCHER: Thank you. Redirect by
M. dizer?

MR CLIZER  Very Briefly.
RECROSS EXAM NATI ON BY MR CLI ZER:
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Q | think that you already did an admrable
job making sure this was clear, but just for the sake of
safety, Spire Mssouri is not nade whole for -- let ne start
-- you were asked a question fromthe Bench about whether or
not Spire Mssouri would be nade whole for the goods or
services it provided to Spire Inc. Right?

A Yes.

Q And you indicated that Spire M ssouri would
not be made whol e for the goods and services it provides to
Spire Inc.?

A Yes.

Q | know you' ve al ready expl ai ned why.

MR CLIZER | have no further redirect.
However, | would like to throw out this: You had asked a
guestion regarding -- the very first question you asked, and
M. Schal | enberg had nmentioned two cases. | was going to
offer if the Comm ssion would |like, we can try and track down
the case nunbers for those and offer those tonmorrow. O
course, other parties are free to interject. | didn't know
i f the Conmi ssion wanted that.

JUDGE HATCHER: M. dizer, | -- | sincerely
appreciate the offer. I1'mgoing to decline. The reason |'m
going to decline is because we have Staff in the background.
' mtal ki ng about Conm ssion staff. And they and nyself wll

be | ooking that over. | mainly don't want to take tine away
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fromthe parties to get together and discuss.

MR, CLIZER: Perfectly reasonable. | just
wanted to throw that out there.

JUDGE HATCHER: If we get to the end of the
week and | haven't found it, | mght ask for sone help.

That said, M. Schall enberg, thank you, sir.
You are excused.

Let's tal k announcenents real quick. W're

beginning at 9:00 a.m tonmorrow. Again, | arrive here at the
building at 8:00. | will immediately unlock the doors, but
if you arrive before that, I'msorry, you' re going to have to

sit out in the foyer.

M. dizer, we discussed rescheduling the
WNAR, the weat her nornalization issue.

MR CLIZER Rate normalization mechani sm

JUDCGE HATCHER: Issue 28. We've talked
about, perhaps, noving that to tomorrow norning. | see nods
and nobody seens surprised. W shall nove |ssue 28.

MR APLI NGTON:  Your Honor, | believe it's
| ssue 30.

JUDGE HATCHER: No. Al right. It's kind
of funny. It's a funny story. | was creating this neno and
| was running out of time, so | was cutting and pasting |ssue
28 on everything. It was this last one, and this one didn't

get fixed. So Issue 30. Thank you.
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| ssue 30 is going to be noved to the
begi nning issue for tomorrow. W do not have tinmes on our
i ssues, but just to review, tomorrow we will have WNAR/ RNA.
This is Issue 30. W wll also have cash working capital,
| ssue 8, and incentive conpensation, |Issue 13. | have no
ot her issues for Wdnesday. Again, we will start off wth
the WNAR at the beginning. And someone please remind we wll
be doing mni opening statenents.

That said, we are adjourned for the evening.
We are off the record.

(O f the record.)
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CERTI FI CATE OF REPORTER

|, Lisa M Banks, CCRwithin and for the State of
M ssouri, do hereby certify that the w tness whose testinony
appears in the foregoing hearing was duly sworn; that the
testinmony of said witness was taken by ne to the best of ny
ability and thereafter reduced to typewiting under ny
direction; that | amneither counsel for, related to, nor
enpl oyed by any of the parties to the action in which this
hearing was taken, and further, that I amnot a relative or
enpl oyee of any attorney or counsel enployed by the parties

thereto, nor financially or otherwise interested in the

AL ek £

Lisa M Banks, CCR No. 1081

out come of the action.
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