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Q. 

A. 

Q. 

A. 

REBUTTAL TESTIMONY 

PATRICK L. BARYENBRUCH 

I. INTRODUCTION 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Patrick L. Baryenbruch, 2832 Claremont Road, Raleigh, North Carolina 27608. 

PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL 

BACKGROUND. 

I received a Bachelors degree in Accounting from the University of Wisconsin­

Oshkosh in 1974 and a Masters in Business Administration degree from the 

University of Michigan in 1979. 

I am a management consultant, a Certified Public Accountant (CPA) and a 

Certified Information Technology Professional (CITP). I also hold a Global 

Information Assurance Certification {GIAC) in cybersecurity from the SANS 

Institute. I am a member of the American Institute of Certified Public Accountants 

and the North Carolina Association of Certified Public Accountants. 

I began my career with Arthur Andersen & Company where I performed 

financial audits of utilities, banks and finance companies. After three years I left to 

pursue an M.B.A. degree. Upon graduation from business school, I worked with 

the consulting firms of Theodore Barry & Associates and Scott Consulting Group 

(now ScottMadden). 
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Q. 

During my consulting career, I have performed consulting assignments for 

approximately 50 utilities and 1 0 public service commissions. I have participated 

as project manager, lead or staff consultant for 24 commission-ordered 

management and prudence audits of public utilities. Of these, I have been 

responsible for evaluating the area of affiliate charges and allocation of corporate 

expenses in the Commission-ordered audits of Connecticut Light and Power, 

Connecticut Natural Gas, General Water Corporation (Pennsylvania Operations), 

Philadelphia Suburban Water Company (now Aqua America) and Pacific Gas & 

Electric Company. 

My firm has performed the commission-ordered audit of Southern California 

Edison's 2002, 2003, 2004 and 2005 transactions with its non-regulated affiliate 

companies. 

WHAT ARE YOUR DUTIES AND RESPONSIBILITIES IN YOUR CURRENT 

POSITION? 

I am the President of my own consulting practice, Baryenbruch & Company, LLC, 

which was established in 1985. In that capacity, I provide consulting services to 

utilities and their regulators. 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS CASE?. 

I have been retained by Missouri-American Water Company ("MAWC" or 

"Company'') to evaluate the services provided by American Water Service 
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Company, Inc. ("Service Company'') to MAWC in support of the rebuttal 

testimony of MAWC Witness Tinsley and MAWC Witness Petry. 

HAVE YOU PREPARED ANY SCHEDULES TO ACCOMPANY YOUR 

REBUTTAL TESTIMONY? 

I am presenting the results of my study which evaluated the services provided by 

the Service Company (Service Company) during 2014 to MAWC. This study was 

undertaken in conjunction with MAWC's rate case and was performed by me or 

under my direct supervision and is accurate to the best of my knowledge and 

belief. The study is attached as Schedule PLB-1. 

WHAT WERE THE OBJECTIVES OF YOUR STUDY? 

This study was undertaken to answer four questions concerning the services 

provided by the Service Company to MAWC, each of which bears on the 

reasonableness of those charges as incurred during 2014. First, were the Service 

Company's charges to MAWC during 2014 reasonable? Second, was MAWC 

charged the lower of cost or market value for managerial and professional services 

provided by the Service Company during 2014? Third, were 2014 costs of the 

Service Company's customer accounts services, including those of the National 

Call Centers, comparable to those of other utilities? Fourth, are the services 

MAWC receives from the Service Company necessary? 
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WHAT CONCLUSIONS WERE YOU ABLE TO DRAW CONCERNING 

QUESTION NUMBER 1, WHETHER THE SERVICE COMPANY CHARGES TO 

MAWC WERE REASONABLE? 

The Service Company's 2014 cost per MAWC customer is reasonable compared 

to cost per customer for electric and combination electric/gas service companies. 

During 2014 MAWC was charged $62 per customer for administrative and general 

(A&G)-related services provided by the Service Company. This compares to an 

average of $108 per customer for service companies reporting to the Federal 

Energy Regulatory Commission (FERC). Only 5 of the 24 utility service 

companies that filed a FERC Form 60 for 2014 had a lower per-customer A&G 

cost than MAWC's charges from the Service Company. 

WHAT CONCLUSIONS WERE YOU ABLE TO DRAW CONCERNING 

QUESTION NUMBER 2, WHETHER MAWC WAS CHARGED THE LOWER OF 

COST OR MARKET SERVICES PROVIDED BY THE SERVICE COMPANY? 

I was able to draw the following conclusions: 

(1) MAWC was charged the lower of cost or market for managerial and 

professional services during 2014. 

(2) On average, the hourly rates for outside service providers are 70% higher 

than the Service Company's hourly rates. 

(3) The managerial and professional services provided by the Service 

Company are vital and could not be procured externally by MAWC without 

careful supervision on the part of MAWC. If these services were contracted 
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(6) 

entirely to outside providers, MAWC would have to add at least three 

positions to manage activities of outside firms. These positions would be 

necessary to ensure the quality and timeliness of services provided. 

If all the managerial and professional services now provided by the Service 

Company had been outsourced during 2014, MAWC and its ratepayers 

would have incurred more than $22 million in additional expenses. This 

amount includes the higher cost of outside providers and the cost of three 

MAWC positions needed to direct the outsourced work. 

This study's hourly rate comparison actually understates the cost 

advantages that accrue to MAWC from its use of the Service Company. 

Outside service providers generally bill for every hour worked. Service 

Company exempt personnel, on the other hand, charge a maximum of 8 

hours per day even when they work more hours. If all overtime hours of 

Service Company personnel were factored into the hourly rate calculation, 

the Service Company would have had an even greater annual dollar 

advantage than the $22 million cited above. 

It would be difficult for MAWC to find local service providers with the same 

specialized water industry expertise as that possessed by the Service 

Company staff. Service Company personnel spend substantially all their 

time serving operating water companies. This specialization brings with it a 

unique knowledge of water utility operations and regulation that is most 

likely unavailable from local service providers. 
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(7) Service Company fees do not include any profit markup. Only its actual 

cost of service is being recovered from MAWC ratepayers. 

WHAT CONCLUSIONS WERE YOU ABLE TO DRAW CONCERNING 

QUESTION NUMBER 3, WHETHER THE 2014 COSTS OF THE SERVICE 

COMPANY'S CUSTOMER ACCOUNT SERVICES, INCLUDING THOSE OF 

THE NATIONAL CALL CENTERS, WERE REASONABLE? 

The cost of the Service Company's customer accounts services, including those 

provided by the National Call Centers, is well below the average of the neighboring 

electric utility comparison group. As will be explained further herein, this group of 

companies provides a reasonable proxy group for comparison to a regulated utility 

of the size and scope of the Service Company and MAWC. During 2014, the cost 

of customer accounts services for MAWC customers was $21.04 compared to the 

2014 average of $33.14 for neighboring electric utilities. The highest comparison 

group per customer cost was $49.90 and the lowest $10.88. 

WHAT CONCLUSIONS WERE YOU ABLE TO DRAW CONCERNING 

QUESTION NUMBER 4, WHETHER THE SERVICES MAWC RECEIVES 

FROM THE SERVICE COMPANY ARE NECESSARY? 

I was able to draw the following conclusions: 

(1) The services that the Service Company provides are necessary and would 

be required even if MAWC were a stand-alone water utility. 
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the Service Company to MAWC. 

DOES THIS COMPLETE YOUR TESTIMONY? 

Yes. 
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I - Introduction 

Purpose of This Study 

This study was undertaken to answer four questions concerning the services provided by 
American Water Works Service Company, Inc. (Service Company) to Missouri American Water 
Company (MAWC): 

1. Were the Service Company's charges to MAWC during 2014 reasonable? 

2. Was MAWC charged the lower of cost or market for managerial and professional 
services provided by the Service Company during 2014? 

3. Were 2014 costs of the Service Company's customer accounts services, including those 
of the National Call Centers, comparable to those of other utilities? 

4. Are the services MAWC receives from the Service Company necessary? 

Study Results 

Concerning question 1, the following conclusion was reached: 

• The Service Company's 2014 cost per MAWC customer is reasonable compared to cost 
per customer for electric and combination electric/gas service companies. During 2014 
MAWC was charged $62 per customer for administrative and general (A&G)-related 
services provided by the Service Company. This compares to an average of $108 per 
customer for service companies reporting to the Federal Energy Regulatory Commission 
(FERC). Only 5 of the 24 utility service companies that filed a FERC Form 60 for 2014 
had a lower per-customer A&G cost than MAWC's charges from the Service Company. 

Concerning question 2, the following conclusions were drawn from this study: 

• MAWC was charged the lower of cost or market for managerial and professional services 
during 2014. 

• On average, the hourly rates for outside service providers are 70% higher than the 
Service Company's hourly rates. 

• The managerial and professional services provided by the Service Company are vital and 
could not be procured externally by MAWC without careful supervision on the part of 
MAWC. If these services were contracted entirely to outside providers, MAWC would 
have to add at least three positions to manage activities of outside firms. These positions 
would be necessary to ensure the quality and timeliness of services provided. 

• If all the managerial and professional services now provided by the Service Company 
had been outsourced during 2014, MAWC and its ratepayers would have incurred more 
than $22 million in additional expenses. This amount includes the higher cost of outside 
providers and the cost of three MAWC positions needed to direct the outsourced work. 

• This study's hourly rate comparison actually understates the cost advantages that accrue 
to MAWC from its use of the Service Company. Outside service providers generally bill 
for every hour worked. Service Company exempt personnel, on the other hand, charge a 
maximum of 8 hours per day even when they work more hours. If all overtime hours of 
Service Company personnel were factored into the hourly rate calculation, the Service 

Baryenbruch & Company, LLC dd ---------------------------------1 



I - Introduction 

Company would have had an even greater annual dollar advantage than the $22 million 
cited above. 

• It would be difficult for MAWC to find local service providers with the same specialized 
water industry expertise as that possessed by the Service Company staff. Service 
Company personnel spend substantially all their time serving operating water companies. 
This specialization brings with it a unique knowledge of water ulility operations and 
regulalion that is most likely unavailable from local service providers. 

• Service Company fees do not include any profit markup. Only its actual cost of service is 
being recovered from MAWC ratepayers. 

Concerning question 3, the following conclusion was reached: 

• The cost of the Service Company's customer accounts services, including those provided 
by the National Call Centers, is well below the average of the neighboring electric utility 
comparison group. As will be explained further herein, this group of companies provides 
a reasonable proxy group for comparison to a regulated ulility of the size and scope of 
the Service Company and MAWC. During 2014, the cost of customer accounts services 
for MAWC customers was $21.04 compared to the 2014 average of $33.14 for 
neighboring electric ulilities. The highest comparison group per customer cost was 
$49.90 and the lowest $10.88. 

Concerning question 4, the following conclusions were drawn: 

• The services that the Service Company provides are necessary and would be required 
even if MAWC were a stand-alone water ulility. 

• Furthermore, there is no redundancy or overlap in the services provided by the Service 
Company to MAWC. For all of the services provided (Exhibit 13), there was only one 
entity primarily responsible for the service. 
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II - Background 

Overview of American Water Works Service Company 

American Water's Service Company exists to provide certain shared services to American Water 
subsidiaries. It follows a service company model used by many utility holding companies that 
own multiple regulated utilities. By consolidating executive and professional services into a single 
service company, utility holding companies are able to realize the following benefits for 
ratepayers: 

• Purchasing Economies - Common expenses (e.g., insurance, chemicals, piping) can 
be procured on a much larger scale, thereby providing greater bargaining power for the 
combined entity compared to individual utility operating companies. A service company 
facilitates corporate-wide purchasing programs through its procurement and contract 
administration functions. 

• Operating Economies of Scale - A service company is able to deliver services more 
efficiently because workloads can be balanced across more persons and facilities. For 
instance, American Water's Service Company is able to maintain one principal data 
center for the entire corporation. This is much more cost-efficient than each operating 
utility funding its own data center with large fixed hardware, software and staffing costs. 

• Continuity of Service - Centralizing service company personnel who perform similar 
services facilitates job cross-training and sharing of knowledge and expertise. This 
makes it easier to deal with staff turnover and absences and to sustain high levels of 
service to operating utilities. An individual operating utility might experience 
considerable disruption if a key professional left and it were necessary to hire outside to 
fill the vacancy. 

• Maintenance of Corporate-Wide Standards - Personnel in American Water's Service 
Company establish standards for many functions (e.g., engineering designs, operating 
procedures and maintenance practices). It is easier to ensure these standards are 
followed by every operating utility because their implementation is overseen by the 
Service Company. 

• Improved Governance - American Water's Service Company provides another 
dimension of management and financial oversight that supplements local operating 
utility management. The Service Company facilitates standard planning and reporting, 
which helps ensure that operating utilities meet the requirements of their customers in a 
cost-effective manner. 

• Retention of Personnel - A service company organization provides operating utility 
personnel with another career palh beyond what may be available on a local level. 
These opportunities tend to improve employee retention. 

American Water follows the model for other utility service companies in another important regard: 
Its services are provided to affiliate operating utilities, like MAWC, at cost. American Water's 
Service Company is not a profit-making entity. It assigns only its actual expenses to the 
American Water subsidiaries it services. 
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II - Background 

The Service Company provides services to American Water operating companies from the 
following locations: 

• Corporate Headquarters - Provides corporate governance and service functions, 
including executive management, audit, finance, external affairs and human resources. 
The corporate headquarters is located in Voorhees, New Jersey. 

• Central Lab - The national trace substance laboratory is located in Belleville, Illinois, 
and performs testing for all American Water operating companies. 

• Customer Service Centers - Provides customer call center and billing services from two 
locations: Alton, Illinois, and Pensacola, Florida. 

• Customer Relations Centers - Provides customer relations and field resource 
coordination services from two locations: Belleville, Illinois and Wilkes Barre, 
Pennsylvania. 

• Hershey Information Technology Services Center - American Water's principal data 
center, located in Hershey, Pennsylvania, supports the IT infrastructure required to run 
corporate and operating company business applications and communications systems. 

• Haddon Heights Information Technology Services Center - American Water's data 
center, located in Haddon Heights, New Jersey, maintains data servers for back-up and 
disaster recovery. 

• Woodcrest Office - The Woodcrest Office, located in Cherry Hill, New Jersey, provides 
individual operating companies with accounting, human resources and benefits and 
supply chain services. The Woodcrest office is American Water's main IT center for 
employees, provides software delivery and enhancements for SAP and non-SAP 
(legacy) systems, provides local on-site support as well as the ITS Service Desk for 
remote assistance for all employees using personal computers in the performance of 
their day to day activities, supports mission-critical systems such as SCADA as well as 
emerging technologies such as GIS and Mobility, and provides technical expertise in 
project governance and release management while ensuring compliance with all 
governmental regulations. 

• Regional Offices - Regional offices provide operating companies with certain support 
services that can be performed more effectively on a regional basis because individual 
operating company/center workloads are not sufficient to warrant a full-time staff for 
these activities. At the same time, these services require closer proximity to operating 
companies served so they are not provided by the National Shared Services Center. 
Examples of regional office services include legal, communication, human resources 
and maintenance. Five divisional offices (MAD, CD, NED, MO and CAIHI) are also 
maintained by Regulatory Operations and share office space with local operating 
companies. 

Baryenbruch & Company, LLC ~d ------------------------------------4 



II - Background 

Service Company Accounting 

Service Company maintains an accounting ledger for recording transactions (e.g., labor, 
expenses, overhead, capital and other assets, liabilities and equity) in a Service Company ledger 
separate from Affiliates' ledgers. Monthly financial statements are prepared that summarize 
month-to-date and year-to-date costs, budgets and prior year, with variances and explanations, 
by category and function. Accounting categories by transaction type are described below. 

• Service Company Labor: The Service Company utilizes a system that tracks time and 
attendance. Employees electronically enter hours worked (including vacation, sick, 
FMLA, etc.) and accounting information (e.g., business unit; formula; pay type) and 
electronically submit the timesheet for approval. Submitted timesheets are electronically 
routed to authorized approvers. Time sheets require approval (of hours and accounting 
information such as formulas, etc.) by an authorized timesheet approver in the 
employee's home business unit. 

• Service Company Expenses: Expenditures (i.e., standard invoices, purchase orders, 
electronic disbursements, Miscellaneous Invoices, Recurring Invoices, Recurring 
Vouchers, and p-cards) and journal entries require a preparer to enter accounting coding 
details (e.g., cost center, cost element and work breakdown structure) and a reviewer to 
approve the information in accordance with the corporate Delegation of Authority Policy. 
Expenditures are processed electronically and are automatically routed to the employee's 
supervisor for approval. Costs are posted many times daily, in detail, in the business unit 
selected. Journal entries are submitted as prepared to the appropriate reviewer and 
posted as approved. 

• Service Company Assets: Service Company assets are procured directly by Service 
Company or through a capital leasing arrangement with Laurel Oak Properties (LOP). 
Service Company capitalizes these LOP leases as Non-Utility Plant assets in accordance 
with GAAP. Generally speaking, Service Company assets (including hardware, servers, 
laptops, desktops, servers, storage racks, furniture, laboratory and test equipment, 
security cameras, monitors, and leasehold improvements) are acquired through LOP via 
a capital lease. LOP, on behalf of the Service Company, will acquire the necessary 
materials and services to build the assets that are needed for the Company to meet its 
business needs. 

• Service Company Overhead: Costs for support personnel (e.g., administrative assistants, 
mailroom clerks), rents, facility expenses, pension, medical insurance, taxes, general 
office supplies and other similar expenses are recorded in the ledger of the cost center 
responsible for incurring the charge. Overhead expenditures are posted using the labor 
and expense processes noted above, and are recorded, in detail, in the ledger of the cost 
center responsible for the charge using an overhead WBS element. 

Service Company Billing and Clearing 

Service Company has developed a billing system which charges directly or allocates costs for 
services provided to Affiliates. Service Company billing is processed monthly and includes all 
Service Company costs charged to Affiliates using the Work Breakdown Structure (WBS) element 
selected for each transaction. 

• WBS element: Every Service Company transaction (vouchers, journal entries, payroll 
batch, etc.) requires a WBS element within the account coding string. Each WBS 
element is configured in SAP with the following: Affiliate(s) to be charged, percent of 
charge to be billed to each Affiliate (total must equal 100%), receiving object (e.g., 
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II - Background 

Affiliate's cost center xxOOOO) for O&M costs or an Affiliate's WBS element for Capax 
Costs. WBS elements are configured in SAP with an end date (month/year) to prevent 
transactions from using an expired WBS during data input. 

• Affiliate Billing Process: AW Service Company billing is a two-step process that first 
calculates allocations of transactions for all non-overhead WBS elements. The second 
step calculates overhead transaction allocations using the ratio of direct labor (Cost 
Element 5012000) allocations to Affiliates from the first step above multiplied by the pool 
of overhead expenses by physical location. 

• Bill Clearing Process: Service Company billings are cleared through American Water 
Capital Corporation, Inc., (an Affiliate) monthly via an intercompany journal entry to GL 
Account 23120000 (Notes Payable- Associated Companies) posted on the last day of 
the month. Payments are estimated for each Affiliate using the prior month actual billing 
(current month estimate) with adjustment for prior month actual to estimate (previous 
month funding) true-up. 
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Ill- Service Company Cost Comparison Approach 

Service Company Test Period Charges 

During 2014 the Service Company billed MAWC a total of $37.4 million, as shown in the table 
below. These charges were subjected to a market to cost comparison. 

2014 
Management Fees - O&M $ 29,989,320 
Management Fees - Capital ~$-7.7:'-,3:C7:0:80",2:,1;:2'--I 

T ota I AWSC Charges '-'-$ _3"-'7'-'-,3::::6'-'7_,_, 5::.:3:..:1__, 

For purposes of comparing these charges to certain outside benchmarks, Service Company 
services were placed into two categories: 

• Managerial and Professional Services - Includes such services as management, 
accounting, legal, human resources, information technology and engineering. 

• Customer Accounts Services- Includes customer-related services, such as call center, 
credit, billing, collection and payment processing. 

Total 2014 Service Company charges break down between managementlprofessional services 
and customer account services as follows: 

Management and Professional Services 
Customer Account Services 

Total Service Company Charges 

Service Company Cost Comparison Approach 

2014 
Amount Hours 

$ 31,447,086 210,410 
$ 5,920,446 163,977 
$ 37,367,531 374,386 

This study's first question-whether the Service Company 2014 charges were reasonable-was 
determined by comparing MAWC's A&G-related Service Company charges per customer to the 
same charges for utility companies that must file the Federal Energy Regulatory Commission 
(FERC) Form 60 -Annual Report of Service Companies. 

The second question-whether the Service Company charges during 2014 were at the lower of 
cost or market-was evaluated by comparing the cost per hour for managerial and professional 
services provided by Service Company personnel to hourly billing rates that would be charged by 
outside providers of equivalent services. Service Company costs per hour were based on actual 
charges to MAWC during 2014. Outside providers' billing rates came from surveys or other 
information from professionals who could perform the services now provided by the Service 
Company. 
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Ill- Service Company Cost Comparison Approach 

The third question-whether Service Company's 2014 customer account services charges, 
including National Call Center costs, were comparable to other utilities-was addressed by 
comparing MAWC's customer accounts services expenses to those of neighboring investor­
owned electric utilities. This utility comparison group was selected because the cost of outside 
providers of customer accounts services is proprietary and not publicly available. Comparison to 
electric utilities is appropriate because all utilities, regardless of service type, must perform 
customer account services activities, including updating customer records for meter reads, 
printing and mailing bills, and the collection and processing of customer payments. Electric utility 
costs are available from the FERC Form 1; thus there is appropriate data transparency. The 
selection of electric utilities from Missouri and neighboring states provides a sufficiently sized 
comparison group. 

The fourth question-the necessity of Service Company services-was investigated by defining 
the services provided to MAWC and determining if these services would be required if MAWC 
were a stand-alone utility. 
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IV - Question 1 - Reasonableness of Service Company Charges 

Methodology 

Utility service companies deliver a variety of services. Some support their regulated utility 
affiliate's operations-related functions (e.g., transmission, distribution). All utility service 
companies, however, provide A&G services to their affiliates. This is true because there are 
considerable economies of scale derived from centralizing the management of corporate A&G 
services such as information technology, finance and human resources. Because A&G-related 
services are consistently delivered by utility service companies, this study uses A&G charges per 
customer as the metric by which to test the reasonableness of affiliate charges. 

MAWC's Service Company A&G Cost per Customer 

During 2014 MAWC was charged $62 per customer by the Service Company for A&G-related 
services. The calculation of this amount, shown in the table below, starts with total Service 
Company charges and adjusts for capital and non-A&G function (e.g., engineering, operations 
and water quality) charges. These adjustments are necessary to develop a per-customer cost 
that can be compared to the cost of the utility service company comparison group. 

Total Sel\ice Company charges 
Less: Capital charges 
Less: Non-A&G function charges 

Engineering 
Operations 
Water Quality 

A&G-related charges 
MAWC Customers 

A&G Cost Per MAWC Customer 

Comparison Group Cost Per Customer 

$ 
$ 

$ 
$ 
$ 
$ 

$ 

2014 
37,367,531 
(7,378,212) 

(545,163) 
(283,548) 
(135,883) 

29,024,725 
464,498 

62 

Every centralized service company in a holding company system subject to regulation by the 
FERC must file a Form 60 in accordance with the Public Utility Holding Company Act of 2005, 
Section 1270, Section 390 of the Federal Power Act, and 18 Code of Federal Regulations 
paragraph 366.23. This report is designed to collect financial information from service companies 
that are subject to regulation by the FERC. 

Charges to utility affiliates for the comparison group service companies were obtained from 
Schedule XVI -Analysis of Charges for Service Associate and Non-Associate Companies (p. 303 
to 306) of each entity's FERC Form 60. Information from Form 60 schedule Account 457 -
Analysis of Billing -Associate Companies was also used to isolate and eliminate charges to non­
regulated affiliates from the cost pool used to calculate A&G expenses per regulated service 
customer. 

For 2014, a Form 60 was filed by service companies associated with 24 utility holding companies. 
These service companies support utilities that provide regulated electric and, in some cases, gas 
service to retail customers. 
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IV - Question 1 - Reasonableness of Service Company Charges 

FERC Form 60 shows service company charges to affiliates by FERC account. The table below 
shows a list of FERC A&G accounts and designates which correspond to services the Service 
Company provides to MAWC. Amounts in the designated FERC accounts are included in the 
calculation of service company A&G expenses per regulated customer. 

FERC Account 
Included In 

Cost Calculation 
X 90_! -.§'!Pe_0l~o~ - -- -----~ 

902- Meter readinQ_e>p_~s~ ___ ---- ----- ----- --
~?~---Gustomer records and collection expenses _____ - X - -
~ -jJ'!_9o.![~i~e .§C£Ol!!lt~ __ - - - - - --

X 90~ -_M~c~ll~~u~ c~S!9f1.!.er_aC_9o_!:!n!2 ~p~n2_~ _ - - - - - - - - -
~Z_:_~P!'n£si~n _________ - - - - - -
9.Q8..: ~sJ.o~e!:_ a~si~ta!lc~ e~p!:_n~es- _ ------- - - - - - - - -
9.Q9 _: lr1fO!!f1"_ti<e!la_l_ A_r}d Jn~ru_Et~Qn.".l ~~f!!!ii~ ~Xf!e~s~ _ - - - - - -
9_10 _: ~S£el!.an!'C_I!S .f~t<?_m~ l?e~c~ ~n<!_ln_f9f!!la.!jo!'_ai_E>p _ X - - - - - -
9_11 _: ~P!'"i_SiQO_ --------- - - - - - - - - - - - - - -
9_12 _: ~~o~t@ti_rlgi>n!l ~elling_ E.><;p"-ns_,s_ - - - - - - - - - - - - - -
9_13 _: ~d~rt~i~ §_xe_e~e_!! ---- - - - - - - - - - - - - - - - -
916- Miscellaneous Sales Expenses 
~-Admi_rli'!!_ra.!j~ a!'_d §~e_@l _§a_!_a~s_ --------~---- _X_ - -
E2_!-_0I))_c~S_!!p(!li~ !!_n<!_E.><;pe_!l~S- _____________ X_ - -
E2.;! -_Ol!!sl9e_S~r\i_£~ E.!"~Ot_e<!_ - - - - - - - - - - - - - - x_ - -
92.1-J'IQP"-rtt.l~u_@n_pe __________________ x_ - -
92~ -Jnj_l!ri"-s .".n1 Di!m_!l~s _ ---- - - - - - - - - - - - - - -
92~ -_!:~p!Qy~e fe_!!sk>n~ <3!1d_B~ne_!!t~ - - - - - X - - - - - - - -
92!! -_RE!9u_l_at2_ry_~m.f!li~si2_n5x.ee~s~ _ --------------g3Q.1_- Qe!'_e@l ~d~r!i_si.f!g!'x.ee!!s"-s ________________ 
930.2- Miscellaneous Ge~er_;'!l §.xe_e~~ __ ---~ ~-----25 ___ 
931 -Rents X - - - -
935-:: Maintenance of Structures and Equipment 

- -
X 

The A&G expenses per regulated utility customer for the 24 utility companies that filed a Form 60 
for 2014 are calculated in Exhibit 1 (page 11 ). 

Exhibit 1 (page 12) shows MAWC's 2014 Service Company cost per customer of $62 to be 
considerably lower than the average of $108 per customer for the comparison group service 
companies. Only 5 of 24 comparison group service companies had a lower per customer A&G 
cost than MAWC's charges from the Service Company. Based on this result, it is possible to 
conclude that the Service Company's 2014 charges to MAWC were reasonable. 
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Exhibit 1 

Missouri American Water Company 
Calculation of 2014 Service Company A&G Expenses Per Customer 

2014 Regulated 
Retaii Sef\Ace Regulated 

Company A&G Retail Cost per 
Utility Company Expenses Customers Customer 

AEP $366,217,981 5,300,000 $ 69 
AES $47,179,170 1,100,000 $ 43 
Algonquin $20,417,324 382,000 $ 53 
Alii ant $166,839,678 1,412,258 $ 118 
Ameren $175,670,442 3,300,000 $ 53 
Black Hills $130,528,322 742,896 $ 176 
CenterPoint $270,013,027 5,666,980 $ 48 
Dominion $267,125,964 3,800,000 $ 70 
Duke $1,188,590,645 7,800,000 $ 152 
Energy East $151,960,009 2,426,000 $ 63 
Entergy $396,681,235 2,996,000 $ 132 
EIA'lrsource $594,005,313 3,755,000 $ 158 
Exelon $968,292,855 7,800,000 $ 124 
FirstEnergy $320,924,738 6,008,000 $ 53 
lntegrys $222,847,080 2,205,000 $ 101 
Nat Grid $1,082,848,311 6,900,000 $ 157 
NiSource $337,721,731 3,620,378 $ 93 
PHI $323,833,431 1,967,000 $ 165 
PNM $94,009,450 753,070 $ 125 
PPL $357,358,733 2,661,000 $ 134 
SCANA $190,243,709 1,547,000 $ 123 
Southern Co $733,081,757 4,500,000 $ 163 
Unitil $39,604,542 170,500 $ 232 
Xcel $431,788,464 5,500,000 $ 79 

Total $8,877,783,910 82,313,082 $ 108 

Baryenbruch & Company, LLC dd _______________________________ 11 



Exhibit 2 

Missouri American Water Company 
Comparison of Service Company A&G Expenses Per Customer 

Unitil $232 

Black Hills 

PHI 

Southern Co 

Eversource 

Nat Grid 

Duke 

PPL 

Entergy 

PNM 

Exelon 

SCAN A 

Alliant 

Group Average 

lntegrys 

NiSource 

X eel 

Dominion 

AEP 

Energy East 

MAWC 

Algonquin 

First Energy 

Ameren 

CenterPoint 

AES 

$0 $50 $100 $150 $200 $250 
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V- Question 2 - Provision of Services at the Lower of Cost or Market 

Methodology 

The lower-of-cost-or-market comparison is accomplished by comparing the cost per hour for 
Service Company managerial and professional services to those of outside service providers to 
whom these duties could be assigned. Based on the nature of the Service Company services, it 
was determined that the following outside providers could perform the categories of services 
indicated below: 

• Management Consultants - executive and administrative management, risk 
management, human resources and communications services 

• Attorneys - legal services 

• Certified Public Accountants- accounting, financial and rates and revenues services 

• IT Professionals- information technology services 

• Professional Engineers- engineering, operations and water quality services. 

The services provided. by the Belleville lab are assumed to be transferable to professional 
engineers for purposes of this cost comparison. This was done for two reasons. First, there is no 
readily available survey of hourly billing rates for testing services such as those performed by 
Belleville. Second, Belleville personnel have similar scientific educational backgrounds as 
Service Company engineering personnel. Thus, it is appropriate to compare the hourly rates of 
Belleville services to those of outside engineering firms. 

Service Company's hourly rate were calculated for each of the five outside service provider 
categories, based on the dollars and hours charged to MAWC during 2014. Hourly billing rates 
for outside service providers were developed using third party surveys or directly from information 
furnished by outside providers themselves. 

It should be noted that by using the Service Company's hours charged MAWC during 2014, its 
hourly rates are actually overstated because some Service Company personnel charge a 
maximum of 8 hours per day even when they work more. Outside service providers generally bill 
for every hour worked. If all overtime hours of Service Company personnel had been factored 
into the hourly rate calculation, Service Company hourly rates would have been lower. 

The last step in the lower-of-cost-or-market comparison was to compare the Service Company's 
average cost per hour to the average cost per hour for outside providers. 

Service Company Hourly Rates 

Exhibit 3 (page 15) details the assignment of 2014 management and professional Service 
Company charges by outsider provider category. Exhibit 4 (page 16) shows the same 
assignment for Service Company management and professional hours charged to MAWC during 
2014. 

Certain adjustments to these dollar amounts were necessary to calculate Service Company 
hourly rates that are directly comparable to those of outside providers. Adjustments were made 
to the following 2014 test period non-labor Service Company charges: 

• Contract Services - 2014 Service Company charges to MAWC include expenses 
associated with the use of outside professional firms to perform certain corporate-wide 
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V - Question 2 - Provision of Services at the Lower of Cost or Market 

services (e.g., legal, financial audit, acluarial services). These professional fees are 
excluded from the Service Company hourly rate calculation because the related 
services have effectively been out-sourced already. 

• Travel Expenses- In general, client-related travel expenses incurred by outside service 
providers are not recovered lhrough their hourly billing rates. Rather, actual out-of­
pocket travel expenses are billed to clients in addition to fees for professional services. 
Thus, it is appropriate to remove these Service Company charges from the hourly rate 
calculation. 

• Information Technology Infrastructure Expenses- Included in 2014 Service Company 
charges to MAWC are leases, maintenance fees and depreciation related to American 
Water's enterprise computing and network infrastructure and corporate business 
applications. An outside provider that would take over operation of this infrastructure 
would recover these expenses over and above the labor necessary to operate the data 
center. 

• Non-Service Related Expenses - These are corporate expenses such current and 
deferred income tax expense, line of credit fees and board expenses. These are not 
related to the provision of services by Service Company personnel and have been 
excluded. 

Exhibit 5 (page 17) shows how contract services, travel expenses, information technology 
infrastructure and non-service-related Service Company charges are assigned to the four outside 
provider categories. 

Based on the assignment of expenses and hours shown in Exhibits 2 and 3 and the excludable 
items shown in Exhibit 4, the Service Company's equivalent costs per hour for 2014 are 
calculated below. 

Average Hourly Rate (A f B) 
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Exhibit 3 
Missouri American Water Company 

Analysis of 2014 Service Company Charges by Location and Function 

--------- __ s __ 2.§6~s:_ 

::: 1 ::: :::63}.1:§:7- -

__ _l; 

-----
- j! - _2~.~0- - - - -
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Exhibit 4 
Missouri American Water Company 

Analysis of 2014 Service Company Hours by Location and Function 

_ A_gc2_uf"!.lln!L _ ~3.l6'!_ 
_ A_Emi_!!is_!!:a!!.s>n _ ____________ ~46_@ _________________ 1_ 

Audit 2,735 t 
- B~sinesS Deveiop"O-ent- - - - - - - - - - [400 - - - - - - - - - - - - - - - - -~-

- ~si;esS Tr'anSto7ma'tion - - - - - - - - -27,813 - - - - - - - - - - - - - - - - - 1-
_ Q;~nicatior1S - - - - - - - - - - - - 2."271 - - - - - - - - - - - - - - - - -~-

- - =-= =-= =-=--E_6gj~~!!~~----=-=- = -= ·=-=---=-= -=-=- -=--= =-=--=-=-- =-=-.. -=-= -=-=--= - - - - - - 1 - - - - -External Affairs - -Finance - - - ---------
- _tlU.!J)CI!l_ R~O.!::I'C!_S - -
_ _!nf~,!TI~ti~ T_!C~0!£9t_ 

- - - - - - .l-•l!.•l_ - - - - -
_______ _9p~ra.!!_on_! ___ _ 

452 

.1_2,:g;3_ 

- - - 2_23~ 

----
11J!§ 

_3,§71_ 

.! 

.! 

~ 

-+ 

_1~7'!§ 

_1~3~ 
-~57~ 

2,532 
- :iOs-+--- -3o8 

---------+----
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Exhibit 5 
Missouri American Water Company 

Analysis of 2014 Service Company Charges Excludable from the Hourly Rate Calculation 
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V- Question 2- Provision of Services at the Lower of Cost or Market 

Outside Service Provider Hourly Rates 

The next step in the lower-of-cost-or-market comparison was to obtain the average billing rates 
for outside service providers. The source of this information and the determination of the average 
rates are described in the paragraphs that follow. 

It should be noted that professionals working for three of the five outside provider categories may 
be licensed to practice by state regulatory bodies. However, not every professional working for 
these firms is licensed. For instance, among US certified public accounting firms, only more 
experienced staff are predominantly CPAs (see table below). Some Service Company 
employees also have professional licenses. Thus, it is valid to compare the Service Company's 
hourly rates to those of the outside professional service providers included in this study. 

Attorneys 

Position 
Partners/Owners 
Directors (11 + years experience) 
Managers (6-10 years experience) 
Sr Associates (4-5 years experience) 
Associates (1-3 years experience) 
New Professionals 

us 
Averaoe 

98% 
87% 
79% 
50% 
22% 
10% 

Source: AJCPA:s National PCPSfrSCPA Management of 
an !'<:counting Practice Suf\19y (201 0) 

The Missouri State Bar does not survey its members as to their hourly billing rates. In addition, 
publicly available billing rate information could not be found for Missouri attorneys. Therefore, an 
estimate of Missouri attorney rates was developed from a 2014 billing rate survey from National 
Law Journal. As shown in Exhibit 6 (pages 20-22), data from this survey has been adjusted for 
cost of living differences between each law firm's location and St. Louis, Missouri. The National 
Law Review Billing survey data is as of December 31, 2014. 

Management Consultants 

The cost per hour for management consultants was developed from a 2015 survey performed by 
the Association of Management Consulting Firms-an industry trade organization. The survey 
includes rates that were in effect during 2014 for firms throughout the United States. Consultants 
typically do not limit their practice to any one region and must travel to a client's location. Thus, in 
this case the U.S. national average is appropriate for comparison. 

The first step in the calculation, presented in Exhibit 7 (page 23), was to determine an average 
rate by consultant position level. From these rates, a single weighted average hourly rate was 
calculated based upon the percent of time that is typically applied to a consulting assignment by 
each consultant position level. 
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V - Question 2 - Provision of Services at the Lower of Cost or Market 

Certified Public Accountants 

The average hourly rate for Missouri CPAs was developed from a 2014 survey performed by the 
American Institute of Certified Public Accountants (AICPA). The Missouri version of this survey 
was used to develop hourly rates for member firms in Missouri. 

As shown in Exhibit 8 (page 24 ), a weighted average hourly rate was developed based on a set 
of accountant positions and a percent of time that is typically applied to an accounting 
assignment. This survey includes rate information in effect during 2013. Thus, the calculated 
average rate was escalated to June 30, 2014-the midpoint of 2014. 

Information Technology Professionals 

The average hourly rate for information technology consultants and contractors was developed 
from IT industry hourly billing rate data gathered by Baryenbruch & Company, LLC. As shown in 
Exhibit 9 (page 25), that data was compiled and a weighted average was calculated based on a 
percent of time that is typically applied to an IT consulting assignment based on Baryenbruch & 
Company's experience. 

Professional Engineers 

The Company provided hourly rate information for outside engineering firms that could have been 
used by MAWC in 2014. As presented in Exhibit 10 (page 26), an average rate was developed 
for each engineering position level. Then, using a typical percentage mix of project time by 
engineering position, a weighted average cost per hour was calculated. 
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Exhibit 5 
Page 1 of 3 

Missouri American Water Company 
Estimated Billina Rates for Missouri Attornevs 

2014 Hourly Billing Rates Cost of Li\Ano (COL) Adiustment 
(!; COL Indices (8) (Ax B) 

Weighted Law Firm MAWC ~St COL Adju:::ted 
RrmNamc Location Partner Associate Partner Associate Awrago City Louis, Mo Adjustment Rato 

Ad~,~;m5 !l.nd Roese _ Now Drloans.lA S 420 S 270 -· ~~ 105 S 203 S 308 98.2 92.7 94.4% S 290 
Akorm::~n Mlami,FL s 535 s 305 is 134 S 229 S 363 107.2 92.7 86.5% s 313 
AAinGumpStmussHauer&Feld Washlnaton,DC S 785 S 525 S 196 $ 394 S 590 141.6 92.7 s5.5o/o S 386 
Al~ton&Bird Atlanlll,GA S 675 S 425 $ 169 S 319 $ 488 93.5~- 92.7 99.1% s- ie3-
AtidfeWS Kuftli--------- -HOuStoii'.TX-- i -e90- S -s7o- s- 2zr- f 5o3- $ -7is--- sS.O-- 9zJ-- s3.7o/.- s- 679 
kcri';;r& &oineT - - - - - - - - -H;;ddonfieid, Nr $ -400 - $ - z4s- s- 10o- - s- 1a4 - $ -zs4 - - "i 2"1.2- - - 9z:7 - - iS.so/.- s---m 
PtentFox ·-· Washington, DC $ 650 $ 395 S 163 S 296 $ 459 - 141.6 92.7 65.5% S 300 
Arnold & Porter Washington, DC S 815 S 500 S 204 $ 375 S 579 141.6 92.7 65.5% S 379 
Arn~teln&Lehr _ .. _. Chicago,IL $ 465 $ 250 $ 116 $ 188 $ 304 117.4 92.7 78.9% $-240-
Soker&HoSteiier-------- C1e'Vaiii'nd.OH-- s- 449- -s- 272- S -,,2- $-204- -s- 3ia- -982:---92.7-- 94A.";;- S -299-

Sater& McKenzJ; -- - -- --- ChiCaiio.TL- -- s- f55- - s- 395 - S -,89- s-296- -s- 485- - i'iiA- - -92..7- - ?e:So/; -~ 
Boker, Donol~on, Bearman, Coldwell Memphl~. TN $ 400 $ 295 S 100 S 221 $ 321 84.9 92.7 109.2% s 351 
IBsii~Hd Spahr Phllsdolphla, PA $ 475 S 315 S 119 $ 236 $ 355 121.2 92.7 76.5% s 272 
B.:~mos & Thomb'Ur~- lndlan::~potls.IN .. S 480 S 320 S 120 $ 240 $ 360 91.1 92.7 101.8% $ -356-
Bonc;ch>riodiander. CoPion &-NO'nOff- Crc~i;nd. OH- - s- 455- - s- 2s0 - $ -,,4- $-21'0- -s- 3'24- - Ss':"2- - -92.7- - 94-::w:- - $ -306 -

Best Best& Klioger Rlvorsldo, CA S 455 $ 280 $ 114 $ 210 S 324 1_12.0 92.7 82.8% S 268 
Bingham McCutchen Boston,MA S 795 S 450 $ 199 $ 338 S 536 140.1 92.7 66.2% 5 355 
Bl:lnkR;m~ Phlladclphla.,PA S 640 $ 350 $ 160 $ 263 $ 423 121.2- 92.7- nt~ $ 323 
'ao;:;d,-Sct,O"ti~~~&King Syracuse. NY --·-- s 355 s 225 s 89 s 169 · s 258 104.5 92~--Bt:~ s- 228-
aOwTos-RiCo-- - - - - - -- - -ch::~rie:iior\\ii\1- - $ -230- S -,35- s- Sa- - f 1o1 - S -,59- - - 93.r - - 92:7 - - ti8.9%- s -157-
BfacewOII& G1uilani - - - - - - - -HOuSior\ rX- - - S -760 - $ - 44o- s- 19o- - s- 330 - $ -s20 - - - 99.o- - - 92:7 - -93.7%- 5- 4s7-

e7adieYAr3nlB~IlCUmrTilil"Qs- - - - -aii"mingii<:~rTi,AL- - s 430 s 260 s 108 s 195 .s 303 85.9 92.7 107.9~·- s 326 
BrownstelnHYQttF<:~rborSchrock Denwr,CO S 520 S 305 $ 130 $ 229 $ 359 104.0 92.7 89.1% s 320 

~
ryonC::~vo StLouls,MO S 620 S 405 S 155 $ 304 $ 459 94.4 92.7 98.2% S 450 
uChOiterNemer~-------------ro-S.AmiCTe"s-:-CA-- s 605 5 365 s--,-5-;---r-274--,--.rn- 131.o --92.7 ____ 70~;;-$3o1-
uiT&F0rm~n- --- - -- - -- BitTn'in'ghii'm-:-AL- s- 371- - s- 241 - S -93- $-161- -s- 2"74- - 85-:9- - -92'.1- - 1o7.9%- $ -2eS-

CQdwiiladof.IMekorihQm 8.. Tatt- ---NoW YOrk-:-NY-- $- 93o- - s- 6oS - s -233- 1-454- -$-686- -221-:3- - -9,_,7- - -:;,:go/;;--~ 
'"~· ~- ~. ----·-' "--··--···'· ., ' s 653 s 302 $ 163 $ 227 s 390 133.0 92.7 69.7% $ 272 Colo, Scholz, Mo'lso,, r"'' ,,, .. ,, ...... ~~··~·~ H::~ckonsack, NJ 

,.... ____ , ........ 
"'"'""'"', ,.,..,1 Roseland. NJ 
CoOley------------ PaiOAAo:-cA--

Co~n'Qton &a~rli;g- - ---- - - Wa"ShinoiOn~oC -
CoZeii" O'-connOr- - - - - - - - - Phiiild'Ciphla-:- PA -

s 425 $ 265 $ 106 s 199 s 305 128.4 92.7 72.2% $ 220--
·s- 820- -s- S1S- $-20'S- 1 -36s- -5-59,- -159-:9---92.7-- Sa:Oo;;- $ -34'3-
s- 7ao- - s- 415 - $ 195- $-311- -s- 5os- -141-:-6- - -92.7- - 65-:5o/:-- $ -33"1-
s- 57o- -s- 3s5- S -,43-$ -zae- -s- 4"09- -121-:-2---92.7-- 7s-:5•I -1$"313 

Cwrtis.Mallot-PrevostColt&MoliiO NewYork,NY $ 800 $ 480 $ 200 S 360 S 560 221.3 92.7 41.9% $ 235 
Da\>1sGraham&Stubbs Donwr,CO S 435 $ 255 $ 109 S 191 S 300 104.0 92.7 89.1% S 267 
D0.'o15Polk&WQ';dWoii------ -NOw York, NY--- s -975- s-s15- s-244- -$- 4s1- $-705---22-,.3---92:7- -41.eo/.- s-295-

D~b!~s~&}I~P}ori::::::: )~w~o~.~( =:! 1:05}:] :4!o: s: f?~ :S: ~e[: [ }~:: }2}.3:: = i2l = :41.9J.: ~ 
Dechert Now York, NY S 900 S 530 $ 225 S 398 5 623 221.3 92.7 41._9% Is 261 
Dentons NewYork,NY $ 700 $ 425 $ 175 S 319 $ 494 221.3 92.7 41.9% $ 207 
Dickstein Shapiro W:~shlngton. DC $ 750 $ 475 $ 188 S 356 $ 544 141.6 92.7 65.5% $ 356 
olnSmOro& ShO"hl- - - - - - - - -ciiicJnnii'ti.OH - - $ 411 - $ -238- s-103-- s- 179 - S -281 - - -91£- - 9z:7 - -,o,.O"Io- s- 284-
DLAPipM----------- NoWvOrn-:-NY-- s-765- -s- S10- $-191-$-363- -s-574- -22,-:3-- -s'2.1-- :;,:go;;-$ 240-
Oo7sciY&vo.ihitii"eY-------- Ml~-;;o;p;ils~MN- 5- 43s- -s- 315 $ -,o9- S -zss- -s- 34s- -11o-:3-- -92.7-- 84~.;- $-200-

Duane Morris Phllodelphlo. PA S 589 $ 373 $ 147 S 260 S 427 121.2 92.7 76.5% $ 327 
"Edwards Wildm::~n Palm or Boston. MA S 535 $ 325 $ 134 $ 244 S 376 140:1~~-92.7--~$250' 
Fa"Cgre8akCr5ailieiS------- M1nneiip0i1S:-MN- s- 455- -s- 2s0- $114 -s-195- -s- :3"09- -,1o:3-- -92.7-- 84:0•I- $ -2SS­
Fo~y&CudnM--------- MiiW'aUkoC.Wi-- s-soo- -s- 335-$ 1s0- s-zs,- -s- 40,- -101-:?-- -s2.7-- 913:•i- $-356-
~~~~/Ho-;g----------- Bo;to;;:MA.--- s- 67o- -$-325-$168- S -244--5-411- -14o:i-- -92.7-- 6e~o/;- S -272-

lfoxR01tiSchiid Phlladclphla,PA" S 530 S 310 S 133 '$233"-"$--365. 121.2 92.7 ~~ $279-
IFned. Frnnk. Horris. Shrlvor& J:~cob~on Now York, NY $ 1,000 $ 595 $ ~$ 446 ··-,.s 696 221.3 92.7 41.9o/, i 292 

Baryenbruch & Company, LLC dl!il 20 



2014 Hourly Billing Rruos 

Missouri American Water Company 
Estimated Billina Rates for Missouri Attornevs 

2014A~ Blllina Rates 0.25 0.75 (A) COL Indices (8) (AXB) 

Weighted LawFirm MAV\oC·St COL Adjusted 
Arm Name Location Partner Associate Partner Associate Avoraae Cltv Louis, Mo f\cfustment Rate 

'rostBrownTodd Clnclnn::.ti.OH S 387 $ 234 $ 97 S 176 S 272 91.8 92.7 101.0% S 275 
:irdorO ~ile SoWoii - - - - - - -qi"u3S. Tx- - - S -siS - S -303- ~- 159- - s- '22'7 - $ -386 - - - eS.i - - 9z:7 - - e6.ao/~- s- 374-

';ibbons Newark, NJ S 560 $ 360 $ 140 S 270 S 410 128.4 92.7 72.2% $ 296 
,..._ ;-nn-ri~nn &-CiUtcher - - - - - -New York, Nv- - - s -980 - 1 - s9o- s- 245- - $- 443 - $ Sea - - 221.3- - - 92:7 - - 41.9o/~- $- 2as-

l~ S.s_ul!l ~n!u~h~l- - - - S~n f!le_Eo_: . ..C~ - - ! _4~ - 1 -3£0- t-!- '!_05_ - s_ ~2~ - !. _3~ - = _g~.~ - - ~2:Z - -71.75- $- S3C 
rraurlg ___ N!!~_York,NY ___ S _1_6? $ _j_?_O S_~i1_1 S~3 !________§_43 _ _____1:_2_1_.3 __ 9_2.7 __ 4_1._9% $_228~ 

_§_oach Roches tor, NY $ 348 S 230 S 87 S 173 $ 260 99.9 92.7 92.8% S 241 
sacrost& Emery _ Rochester. NY $ 385 _ S 250 _ S 96 S 186 S 284 99.9 92.7 92.8% S 263 
:;;nd Boono Dallas. TX S 670 S 405 S 168 S 304 S 471 95.7 92.7 96.8% S 456 

biid&Hilrt--------- 5oiivof.Co--- s- M2- -s- 2i7- s -,,-;-s-20~- -s-3-ir -;o4-:o-- -92.7-- Ss:;o/;- S -284-

land & Knight washington. DC S 625 S 340 $ 156 $ 255 $ 411 141.6 92.7 65.5% s 269 
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~Pmii"nMiiiOrSchw&rtz"iuidCohn-- 5otr"oii.'MT--- s- 3s0 -$-220- S -gs- S -165- -s- 253- - 96"71-- -92.7-- 9~~¥---=~ 

Jh!!_s_tiu.E_b?.rd_&~e~d- _____ !i"~Y~rk..:.N..Y __ s_ ~90 __ s_ 25~ _!. _2~- J_42_6 __ s_~s_ -~1.:..3 ___ 9~_.7- _ ~1J'-i _! _2~-
;ch Blacl<:well St. LOUIS, MO $ 449 S 275 $ 112 $ 206 $ 319 94.4 92.7 98.2% S 313 

fico-Miiior----------- iiidiSnOpOiis~irJ'- s- 450- -s- 27'0 $-,13-$-203- -s-3is- -91:1---92.7- -1o1:e%- S 321-

~oll&M~nolla LosAAgolos.9f-! 890 j 535 $ __ ~23 _S ~Q_! ! ~24 _ J31.0 92.7 70.7% _ ~ ~41 

~!_It____ Charleston. VVV S 345 S ~43 $ 86 $ 182 S 269 93.7 92.7 98.9% S 266 
~~o~ L_2w..!_s __________ l~ ~~l~s,_fA __ ! _3~ _ j _2~0- S _ _9~ _ S_ ~1~ _ !_ _3"!] __ J3j.q_ __ ~2:Z __ 7.Q.7.f•_ $_ t21_ 
Jackson WSikor Dallas, TX S 622 $ 335 S 156 S 251 $ 407 95.7 92.7 96.8% $ 394 
Jenner& Block . Chicago,IL S 745 $ 465 $ 186 S 349 $ 535 - 117.4 92.7 78.9% $ 422 
iOnOs 5nY - - - - - - - - - - -~CwYork.NY- - - $ _-745- 1-4"35- s- 186- - s- 'a26 - [ -513- - -22"1.3- - - 92:7- - 41,9o/.- s- 215-

Jones Walker New Orleans, LA $ 385 $ 225 S 96 S 169 S 265 98.2 92.7 94.4% S 250 
~3s0witz. BoiisOn.ToTroS&-Friedman- -NewYork}jy- - - $ -835- S -34o- s- 2os- - s- 255 - S -464- - -221.3 - - 92:7- - 41.e%- s- 194-

~_!!!~~~~~~n Ro.;:E~~~----- ·------2.~-~~[~~-----L..L-§..1...5 ___ S __ _:§~-- J.~~-~4____J __ ~~~---L-~- __ "!.1.?3 ___ __gz___l~~!.- ~~9_] __ 
":aye Scholer New York, NY IS 860 S 597 S 215 $ 448 S 663 221.3 92.7 41.9% $ 278 
O.!!Gt_.O!YG~ ~!:..ret:!, _ ·=--=-=-=-__ ~e~Y_£r~ N,Y =-_ S _ ~40 __ s_ !3£ _ ! _1~ _ J _ 3~3 __ $ _ 4t-r-:-~-1~ __ _9~.7 __ ~1.:§lo/.e,. _ 1 _21g _ 
ilpntrlc!_I~?_.~~!£!:1-----~~~~·~~~~ $ 385 $ 138 S 289 $ 4~~-~~~~9.:lli.,.__~ 
i~~s2a_!9l1!9 _________ ~la.!!b..:..~- __ s_ -us __ s _ _16£. _ ! _1~ _ j _3.15 __ s_ ~9_ _ Jl3.:? ___ 9~.7- _ _29,:1'-!.. _! _5~ _ 
lrKJand&EIIis Chicaqo.IL $ 825 $ 540 - $ 206 S 405 S 611 117.4 92.7 78.9% S 483 
.riOb~~;r------ lrv.no,CA ____ s----s?S-~ $ 144 -$ 270 S 414 140.7 92.7 ·-65:9%~ 
:ri"m'er[e.;nNaiialiS&-Fninkei---- NeWYOr(NY-- s-S21- -s 675- S -230- $-50s- -s-nr -2212---92.7-- 41-:9•7o'- S -309-

:!!!:ePowell__ _ _ _ Seattlo,\A{A .-- S 516 S_ 331 ~- 129 $ 248 _! 377 __ 117.5 921 78.9_!~--~-B __ 

.atham & Watkins ~~~~~~~'~y'"~ : :~~ ~ ~~~ : :~~ : ~=~ ! ~~~ ~~-: ::·~ _4_1~9-~- S____w_ 
- i-~~~- ;- ~;- -r i~E- i -~¥.-~- -:~;-- ~~~- -~~~i':.j;- ~~-. 

s 365 $ 130 $ 274 s 404 110.3 92.7 84.0% s 339 
-~- .. go-_ s-138- -s- '218 =-s -355- --;59.9-- 96 ~ -58.o%- s-2oE 

~~~·~~~"f€n"~IT~r - -- - - - - -~;:;~k~~fJ- - - 785 s 450 s 191 $ 338 $ 529 128.4 92.7 72.2% s 382 
· -53o-1-30o- s-133 -s- 2i5- $-358---,28.4--92:7--72.£%- s- 258-

;_l_f£Y· Oeuts.£to.:_Mulvane_t_;_g!~l'!:~!:_-~orrlsto_y;!l_c_!:!L 44~-- s ~~-- _L___!_1_L ·--·-~~---'-~.!.- 133.o ---~g_ __ sg.:J_r.e,._ --L-~~z 

~&Aldridge--- - -- Atlal1ta--:-GA- - - s- 530- - s- 395 - $ -133- $ -296- -$-429- - 935- - -92.7- - 99-::i'li~- $ 4<:.o 

I
MiC"haer.BoSt&FriedriCh------ MJJWaUk:oe.w-- s- 445- -s- '283- $ -,i1-'S-21"2- ,..s-324- -,01~7-- -92.7-- 91:2•7." S -295-

, "'~~-

Mi!_:!s~~to_:.kb!ld£1.0_ - - - - - -- ~al.!!_m_£r~M.P- - s_ '!_78_ - s_ ~9£ - ! _,~-A _2_18_ s_ ~7- - 1:J1.:_3- - _9F_ - .§3~01_ - ~ _2~-
Moore&IJanAI!en Charlotte,NC $ 490 S 280 $ 123 $ 210 ""s 333 96.1 92.7 96.4% s 321 

~l.g~._ho~ls_& ~o~l~ - - - - - - E_hi~d_!IP.!:!Ia..:.. P!: - $- ~0- - s_ ~9£_ -~ J 5~ - ;. - 2~3- ~$- ~8- - '811! - - - 9~;7- - 16~L §_ j',g -
LMorrlson & Foerster San Francisco. CA $ 865 S 525 S 216 $ 394 $ 610 159.9 92.7 58.0% S 354 
ll'Jolson Mullins Columbia. SC $ 444 $ 271 S 111 S 203 $ 314 95.7 92.7 96.8% ~-4 
~eabody------------BOston.Mio. ___ T52o--s-300- $13_o_YT2_s - ... $355-- -140~,-----si7 ____ 66.2o/~-- 1 S 235 
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Missouri American Water Company 
Estimated Billinq Rates for Missouri Attornevs 

2014 Ho1.1~y8illlng Rates 

0.25 0,75 (A) COL Indices (B) {Ax B) 

Weighted Llllw Firm MAWC • St COL Adjust~td 

Rrm Name Location P:utner ~SOCi!ltO Partner Assoclate A>JefllllO Ciiv Louis. Mo Ad ustmor'lt Rate 
Qhlln & llilarcur; Bridgawnter. NJ S 495 $ 275 $ 124 S 206 $ 330 122.2 92.7 75,8% $ 250 

~orton Rose i=ulbrlaht Houston. TX - $ 775 S 400 $ 194 S 300 $ 494 -e9.o 92.7 93.7% $ 463 
J;s'i'oma-;; - - - - - - - - - - -LOs AngQI;s,CA- $ -siS - $ -34o- s- 14s- - s- 2s5 - $ -400- - 1£i.O - - 9z:? - -70.7";/o- s- 2aa-

l ,~tt!r ~c£!o~fleJI ~ Fj:h_ ____ - _B~s~n._MA_ :· _· !, _S~ _ _§_ 3.?_5 _ $ _ !.,_44=- _ S_ .!8,1 _ !, _4~ __ J'!.Q·"!_ - ~:~21 __ 6!.2_!o _ S- ~8'\.... 
D_!llotroe:Doakins AU;.nm,GA $ 360 S 260 S 90 S 195 S 285 93.5 92.7 99.1% S 282 
)rr~gton&S-Cicliffo NewYork,NY·-~ $ 845 $ 560 S 211 $ 420 S 631 221.3 92,7 -~~ S~ 

[P"'OuiH;;"sting"$ - - - - - - - - - -NOwYo"i'kNY- - $ -siS- $ -s4o- S- 204- - f 4o5 - S -e69- - -221.3 - - 92:7 - - 4'1.9~!0- S- ;:;,.,.-
[f>oul. W~l''· Rllklnd, W1orton &s;orris~n __ N~wYork, NY $ 1_._~Q_ 

~
~,EP!:_rlj_ol!)_ll!£1'1 _________ ~i_!:d_!lp_DI~P~ _ S_ ~45 __ S_ ~9~ _ ~ _1e_:l _ j _2~3- _S_ '!_54_ _ 'g1..:.2 ___ 9~,7- _ 16.:§~~ §. _3':,! _ 

Porklm: C01e Sv:'lttlo, WA S 615 S 425 S 154 $ 319 S 473 117.5 92.7 78.9% $ 373 
Pll,!:b~ry_Wi,!'~O£_ $_!!:!! P.!_ti~OI!_ ___ ~:i!_h~g~l'l.:,_D£ _ $- ~5- _ S_ ~2~ _ ~ _2:.!1 _ j _ 3~0- _ $- ~06_ _ '!j 1..:.6 ___ 9p __ _§5.:§"i !, J~ _ 
Pol,ln~lll --~---- K:m5o5 Cltyt;~ s_ 435 $ 279 S 109 S 209 S 318 _ ~!-5 92.7 103.6% ~ 
Prosk.::lucrRoso NowYork.NY S 880 $ 465 S 220 S 349 $ 569 221.3 92.7 41.9% $ 238 
Ou&riO, &. fuadr--- - - -- -- Mll.;;oUko~. w- - s- 5'19-- ( '335' - $ 130- $-is,- -s- 38r -_;o_,-:-7---92.7-- g,-:z.z $ -347-
Quln!lE~O_r:J_U~ l.L_rq~h~rt~S_L,dtl~~ __ !'!_O~Y_Eor~N~ _ _ $_ ~5- __ $ 410 $ 229 S ~~-$- ~8- _ ~1_J ___ 9~7- _ _51~-~ " ~~~ 

___ ---·--.G.:"'~'~ & Flnqor lfl"ilmin~on; DE ] S -siS - $ -414- Is- 17o-
~i'k& D'Qn"iig SchererH}'l0nd &-PO'irOiti- -M0rriStown"7 NJ - l $ -45'5 - $-2So- I'" ot- :;;A- - -

------------ ---· . ------------···· 

;;,,";y~;;,{;,~"-------- ~~;',";;i~~~ CA-d} -:ii- { -:%:- ;- ~;--
S,!uLE'!::ir:E ___________ P~I~e_!ph.!_t~.£'A_ ! _5~ _ J _3!4_ S_ ~7- _ 
Sadowlck Sal'\ Francisco. CA S 425 $ 325 !!: 10F! 

Soward & Kissel New York, NY 
365 

Shcpp;f: 

!.. _=:._"~-~-I- JO~.'!_ __ ~21 __ e5.5o/, 
~ 't 'ln1 '"'3.0 0· _2.7 69.7% $ 21_q_ 

:!. -! -"~ -~- _]2,!-!L-- .£2_J..- _7 _ _F.fo_ s_~s_ 
J $ 363 140.7 92.7 " 65.9% s 239 
~ _ !_ _3~- _ _]2_g ___ .!!,2J.. __ 7_@.5_:1o_ S_¥!2_ 
4 !!: ::~.;o 159.9 92.7 58.0% S 203 

-~--,-.,~-41:9% s"203 

2h~~~r!::_o~~K!n~ri~ _____ I,.ol!_d~ o_tl_ _ _ S_ ~3- _ S _ _!5~ _ ! _1~ _ j _1_!2 __ S_ ~5- _ _23_2 ___ 9!_:7 __ j9J'Y.!. .... ~ _29] _ 
Shutts & Bowen Miami, FL $ 430 S 260 S 106 $ 195 S 303 107.2. 92.7 86.5% S 262 
2i<!d:!_et!:_A_pS..:. S_!:~ M,!la,Eh~~F~m- _ ~e!Y_£riS, N_!' _ - SJ.~5- - S_ ~2~ _ !_ _2~ _ j-4!5- _S- ~~ _ ~1.,:_3 ___ 9!_:7 __ ~1:.§1"i ~ !_ _3~ _ 
Snell & \.'\.lim or Phoonlx, P-Z. $ 525 S 280 S 131 S 210 S 341 97.3 92.7 95.3% S 325 
Squiro Patton Boggs Washington, DC S 855 S 355 S 184 $ 286 S 430 141.6 92.7 65.5% S 282 
rs~rnC, KosStO.:, GotdsiOin-.; FoX - - - ~Shi'ngiOn-;-oC - s- Sn- - s- '343' S -144- s-ieo- -s- 4q4- - 141-:-s- - - s2[ - 65-r.~ S -284-

StociRivos Portlond.OR $ 492 S 287 S 123 S 215 S 338 119.1 92.7 778% $ 263 
stro'SbUrg6r&P"ii~ ----- -- -oaitDS,Tx- - - - S -43'5- $-270- s-1o9-- f 2o3 - $ -3;;- - -95.7- - 92:7 - - Ss.s%- s--­

Stroock&Stroock&Lawn NewYork.NY S 980 $ 549 S 240 S 412 S 652 221.3 92;----- 41.8;.- S­
T~tt'St~~uS"&Hoiilsi'or------ -cir.cinn'Oti,OH- S -415_1_285- s-104- -f 214- S -318-- -s1.8-- 92:7- -10'1.0•k s­

Thomp.!lon & Knight Do.lln5, TX $ 535 S 370 S 134 S 278 S 411 - 95.7 92.7 98.8% s 396 
ThompSon c";b-;;rn- - - - - - - - -slLOui!, Mo- - - S -440 - $-27o- s- ii( _ _:L 2o3 - i -31'3- - : s4.4 - - 92:7 -_-98.,_~ s- 3o7-
Troutman Sanders AUanta, GA S 620 S 340 S 155 S 255 $ 410 93.5 92.7 99.1% S 406 
v'CnObtB----------- -w0:5iiini:iton,Dc- $-sse- S -43o- s- -iSs- -f 323-$-489--141.6--92:7- -65.5o/,- s- :iis­
~nson & EJkln5 ·-· Houston, TX s sao $- 390 s 150 s 293 s 443 -·--se:;---,-2~:~ s41-S 
wiitof'L3n;dcn DorTeh& O:~;;j5- - - - N:~ShJI'te-:"rN - - s- 4so- - s- 245 - $ -1iS - $ -,g4- -s- i99- - Sa-:-3- - - e2.7- - 1o7.4% S -321 -

Wl:lii,Gotsh~I&M:~n~:~O~ NcwYork,NY S 930 S 600 $ 233 $ 450 S 68~- 221.3 82.7 41.9% S 286 
~ }.f_~;o:- -- - - ---- NoWY0~"7NY- - s- 9'75-- f S2S- $ -21S-}. -394- -s- 613- - 2'21-:"3- - -92_z:_:_~_1}L S -2.;.-

Woshll'lgton,_D_Q__ $ ____ 865 S 445 S 165 S 334 S 500 141.6 92._? ____ ..§._5.5% ~ 
~lllams Mullen Rlchmol'\d, VA S 385- -- S- 295~ S 98 $ 221 S 316 99.7 92.7 93.0% S 2.,., 
.~iikiO'FQ'rr&Gatiaghor - - - --- No;YOr[NY- - s- Sse-- f SaO- $ -2:3'8- $-435- -s- Sn- - 2i1-:-3- - -92.7-- 41-:9% S -262-

~_!rrl!:S,_u~r £:it!_o~nSI_ H:_lo:n~ ~r[._ _· '!:fa!_h~g~n.:._D!:: _ S _ ~5- _ S_ ~9~ !_. _2~ _ j _ 2_:1_8 __ S _ ~44_ _ -G1_,_a ___ 9~7- _ ~5;§"1._ §.. _2~ _ 
~nstol'l_&Strawn Ch~g_o.jL_ S BOO S 520 ~ _2Q_O __ $ 390 $ 590 117.4 92.7 78.9% s 468 

92.7 72.2% s 258 
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Missouri American Water Company 
Billing Rates of U.S. Management Consultants 

Suf\eybilling rates in effect in 2014 (Note A) 

A Calculation of Average Hourly Billing Rate by Consultant Position 

Average Hourly Rates (Note A) 
Entry-Levell Associate I Senior I Junior I Senior 
Consultant1Consultant1Consultant1 Partner I Partner 

Average $ 151 '$ 218 $ 273 '$ 310 $ 358 

B. Calculation of Overall Average Hourly Billing Rate Based on a Typical Distribution 
of Time on an Engagement 

Entry-Level1 Associate 1 Senior I Junior I Senior 
Consultant1Consultant1Consultant1 Partner 1 Partner 

Average Hourly Billing Rate I I I I 
(from abow) $ 151 1$ 218 1$ 273 1$ 310 1$ 358 

I I I I 
Percent of Consulting 30% I 30% I 20% I 10% I 10% 

/lssignment I I I I 

$ 45 1$ 65 1$ 55 1$ 31 1$ 36 

Average Hourly Billing Rate For Management Consultants During 2014 

Exhibit 6 

Weighted 
Average 

$ 232 

$ 232 

Note A: Source is "Operating Ratios For Management Consulting Firms, 2015 Edition," ftssociation 
oftv\anagement Consulting Firms 
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Missouri American Water Company 
Billing Rates of Missouri Certified Public Accountants 

A Calculation of Average Hourly Billing Rate by Public Accounting Position 
Survey billing rates were those in effect in 2013 (Note A) 

Average Hourly Billing Rate (Note A) 
Staff Senior Director/ I 

Accountant Accountant Manager I Partner 
Average Hourly Billing Rate $ 92 $ 121 $ 166 1$ 226 
by CPA Firm Position I 

I 
I 

Percent of Accounting Assignment 30% 30% ' 20% I 20% 

$ 27 $ 36 I$ 33 1$ 45 

Escalation to Test Pertod Midpoint (June 30, 2014) 

CPI at December 31, 2013 
CPI at June 30, 2014 

Inflation/Escalation (Note B) 
Average Hourly Billing Rate For Management Consultants At June 30, 2014 

Note A: Source is AICPA's 2014 National PCPSITSCPA Management of an Accounting Practice SuMy 
(Missouri edition) 

Note 8: Source is U.S. Bureau of Labor Statistics (http:f/data.bls.go'd'cgi·bin/suf\eymost) 

Exhibit 7 

Weighted 
Average 

$ 142 

233.1 
238.3 
2.3% 

$ 145 
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Exhibit 8 
Missouri American Water Company 

Billing Rates of Information Technology Professionals 

A. Calculation of A"'rage Hourly Billing Rate by Information Technology Position 

Su""y billing rates were those in effect in 2014 (Note A) 

A"'raQe Hourly BillinQ Rate (Note A) 

Contractor Positions Consultant Positions 
I Senior I 

Contractor 1 Contractor Associate 1 ManaQer Partner 

A"'rage Hourly Billing Rate $ 95 I$ 155 $ 245 I'$ 345 $ 435 
I I 

by IT Position Category I I 

I I Weighted 

Percent of IT Assignment 30% I 30% 20% I 10% 10% A"'raQe 

$ 29 1$ 47 $ 49 1$ 35 $ 44 $ 202 

A"'rage Hourly Billing Rate For IT Professionals During 2014 $ 202 

Note A: Source is Baryenbnuch & Company, LLC 
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Missouri American Water Company 
Billing Rates of Missouri Engineers 

A. Calculation of A\erage 2014 Hourly Rate by Engineer Position 

A \eraae Hourl Billina Rates 
I Engineer 

Technician I D3sign Engineer Ffoject t/anager 

Finn Senior Technician 1 A"oject Engineer 1 Sr. MJr. Engineer 

Finn #1 $85 I $98 i $154 
Finn #2 $124 I $117 $163 
Finn #3 $85 I $91 $168 
Finn #4 $76 I $121 $172 
Finn #5 $120 I $163 $211 
Finn #6 $67 I $84 $148 
Finn #7 $55 I 

I 
$95 $150 

Finn #8 $82 I $94 I $130 

B. Calculation of 0\erall A\erage Engineering Hourly Billing Rate 

Engineer 
I 

Technician 
1 

03sign Engineer A"oject M3nager 

Senior Technician 1 Ftoject Engineer , Sr. fvtlr. Blgineer 

A\erage Hourly Billing Rate $87 I $108 i $162 
(From Abo\e) I 

' 

I I 

I 
Typical Percent of Time on 30% I 35% 25% 

an Engineering Assignment I 

$26 I $38 $40 

Source: lnfonnation provided by Missouri American Water Company 

Exhibit 9 

Officer 

A"incipal Engineer 

$190 
$209 
$200 
$225 

'$219 
$193 

na 

! $184 

Officer 

A'incipal Engineer 

I 
$203 

I 
I 
I 
I 10% Weighted 

A\erage 

$20 $124 
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V - Question 2 - Provision of Services at the Lower of Cost or Market 

Service Company versus Outside Provider Cost Comparison 

As shown in the table below, Service Company costs per hour are considerably lower than those 
of outside providers. 

Ser\ice 
Pro\ider 

Based on these cost-per-hour differentials and the number of managerial and professional 
services hours billed to MAWC during 2014, outside service providers would have cost 
$22,155,964 more than the Service Company (see table below). Thus, on average, outside 
providers' hourly rates are 70% higher than those of the Service Company ($22,155,964 I 
$31 ,447,086). 

Ser\ice Pro\ider 

Management c.~msulta~ 
Certified Public Accountant 

Ser\ice 

Hourly Rate 
Difference-- Ser\ice 

Company 
Hours Dollar 

It should be noted that the cost differential associated wilh using outside providers is even greater 
because exempt Service Company personnel do not charge more than 8 hours per day even 
when they work more. Outside providers generally charge clients for all hours worked. Thus, 
MAWC would have been charged by outside providers for overtime worked by Service Company 
personnel who are not paid for that time. 

If MAWC were to use outside service providers rather than the Service Company for managerial 
and professional services, it would incur other additional expenses besides those associated with 
higher hourly rates. Managing outside firms who would perform more than 200,000 hours of work 
(around 140 full-time equivalents at 1,500 "billable" hours per FTE per year) would add a 
significant workload to the existing MAWC management team. Thus, it would be necessary for 
MAWC to add at least three positions to supervise the outside firms and ensure they delivered 
quality and timely services. The individuals who would fill these positions would need a good 
understanding of each profession being managed. The persons must also have management 
experience and the authority necessary to give them credibility with the outside firms. As 
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V - Question 2 - Provision of Services at the Lower of Cost or Market 

calculated in the table below, these positions would add more than $447,000 per year to MAWC's 
personnel expenses. 

Cost of Adding 3 Professional Positions To MAWC's Staff 
Total 

New Positions' Salary 
Benefits (at 49%) 
Office Expenses ( 15%) 

Total Cost per Position 
Number of Positions Required 

Total Cost of Added MAWC Staff 

$ 
$ 
$ 
$ 

$ 

100,000 
49,000 
15,000 

149,000 
3 

447,000 

Thus, lhe total effect on the ratepayers of MAWC of contracting all services now provided by 
Service Company would be an increase in their costs of $22,602,964 ($22,155,964 + $447,000). 
Based on the results of this comparison, it is possible to conclude that the Service Company 
charged MAWC at the lower of cost or market for services provided during 2014. 
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VI - Question 3 - Reasonableness of Customer Accounts Services Costs 

Background 

Customer Accounts Services involve the processes that occur from the time meter-read data is 
recorded in the customer information system through the printing and mailing of bills, concluding 
with the collection and processing of customer payments. Customer Accounts Services are 
accomplished by the following utility functions: 

• Customer Call Center Operations - customer calls/contact, credit, order 
taking/disposition, bill collection efforts and outage calls 

• Customer Call Center Maintenance - support of phone banks, voice recognition units, 
call center software applications and telecommunications 

• Customer billing - bill printing, stuffing and mailing 
• Remittance processing - processing customer payments received in the mail 
• Bill payment centers :... processing customer payments at locations where customers 

can pay their bills in person 

Neighboring electric utility cost information comes from the FERC Form 1 that each utility subject 
to FERC regulation must file. FERC's chart of accounts is defined in Chapter 18, Part 101 of the 
Code of Federal Regulations. FERC accounts that contain expenses related to customer 
accounts services are Account 903 Customer Accounts Expense - Records and Collection 
Expense and Account 905 Customer Accounts Expense - Miscellaneous Customer Accounts 
Expense. Exhibit 11 provides FERC's definition of the type of expenses that should be recorded 
in these accounts. 

In addition to the charges in these FERC accounts, labor-related overheads charged to the 
following FERC accounts must be added to the labor components of Accounts 903 and 905: 

• Account 926 Employee Pension and Benefits 
• Account 408 Taxes Other Than Income (employer's portion of FICA} 

Comparison Group 

Electric utilities included in the comparison group are shown in the table below. These are 
companies whose FERC Form 1 reports show amounts for accounts 903 and 905. 

Missouri • Ameren Missouri • Kansas City Power & Light 

• Empire District Electric (L&P} 

• Kansas City Power & Light 
(MPS) 

Illinois • Ameren Illinois • MidAmerica Energy 
• Commonwealth Edison 

Kentucky • Duke Energy Kentucky • Kentucky Utilities 
• Kentucky Power • Louisville Gas & Electric 

Tennessee • KinQsport Power 
Arkansas • Entergy Arkansas • Oklahoma Gas & Electric 

• Empire District Electric 
Oklahoma • Empire District Electric • Public Service Company of 

• Oklahoma Gas & Electric Oklahoma 
Kansas • Empire District Electric • Kansas Gas & Electric 

• Kansas City Power & Light • Westar Energy 
Nebraska • No investor-owned utilities 
Iowa • Interstate Power & Light • MidAmerica Energy 
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Missouri American Water Company 
FERC Account Descriptions 

903 - Customer Records and Collection Expenses 

Exhibit 11 
Page 1 of 2 

This account shall include the cost of labor, materials used and expenses incurred in work on 
customer applications, contracts, orders, credit investigations, billing and accounting, collections 
and complaints. 
Labor 
1. Receiving, preparing, recording and handling routine orders for service, disconnections, 

transfers or meter tests initiated by the customer, excluding the cost of carrying out such 
orders, which is chargeable to the account appropriate for the work called for by such orders. 

2. Investigations of customers' credit and keeping of records pertaining thereto, including 
records of uncollectible accounts written off. 

3. Receiving, refunding or applying customer deposits and maintaining customer deposit, line 
extension, and other miscellaneous records. 

4. Checking consumption shown by meter readers' reports where incidental to preparation of 
billing data. 

5. Preparing address plates and addressing bills and delinquent notices. 
6. Preparing billing data. 
7. Operating billing and bookkeeping machines. 
8. Verifying billing records with contracts or rate schedules. 
9. Preparing bills for delivery, and mailing or delivering bills. 
10. Collecting revenues, including collection from prepayment meters unless incidental to meter 

reading operations. 
11. Balancing collections, preparing collections for deposit, and preparing cash reports. 
12. Posting collections and other credits or charges to customer accounts and extending unpaid 

balances. 
13. Balancing customer accounts and controls. 
14. Preparing, mailing, or delivering delinquent notices and preparing reports of delinquent 

accounts. 
15. Final meter reading of delinquent accounts when done by collectors incidental to regular 

activities. 
16. Disconnecting and reconnecting services because of nonpayment of bills. 
17. Receiving, recording, aM handling of inquiries, complaints, and requests for investigations 

from customers, including preparation of necessary orders, but excluding the cost of carrying 
out such orders, which is chargeable to the account appropriate for the work called for by 
such orders. 

18. Statistical and tabulating work on customer accounts and revenues, but not including special 
analyses for sales department, rate department, or other general purposes, unless incidental 
to regular customer accounting routines. 

19. Preparing and periodically rewriting meter reading sheets. 
20. Determining consumption and computing estimated or average consumption when performed 

by employees other than those engaged in reading meters. 
Materials and expenses 
21. Address plates and supplies. 
22. Cash overages and shortages. 
23. Commissions or fees to others for collecting. 
24. Payments to credit organizations for investigations and reports. 
25. Postage. 
26. Transportation expenses, including transportation of customer bills and meter books under 

centralized billing procedure. 
27. Transportation, meals, and incidental expenses. 
28. Bank charges, exchange, and other fees for cashing and depositing customers' checks. 
29. Forms for recording orders for services, removals, etc. 
30. Rent of mechanical equipment. 
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Missouri American Water Company 
FERC Account Descriptions 

905- Miscellaneous Customer Accounts Expenses 

Exhibit 11 
Page 2 of 2 

This account shall include the cost of labor, materials used and expenses incurred not provided 
for in other accounts. 
Labor 
1. General clerical and stenographic work. 
2. Miscellaneous labor. 
Materials and expenses 
3. Communication service. 
4. Miscellaneous office supplies and expenses and stationery and printing other than those 

specifically provided for in accounts 902 and 903. 

Baryenbruch & Company, LLC d~ _________________________________ 31 



VI - Question 3 - Reasonableness of Customer Accounts Services Costs 

MAWC's Cost per Customer 

As calculated below, MAWC's customer accounts services expense per customer was $21.04 for 
2014. The cost pool used to calculate this average includes charges for Service Company 
services (e.g., call center, billing, payment processing) and postage and forms expenses, which 
are incurred directly by MAWC. It was necessary to adjust the Service Company's National Call 
Center charges because electric utilities experience an average of 2.50 calls per customer 
compared to American Water's 1.33 calls per customer. Thus, National Call Center expenses 
had to be increased, for comparison purposes, to reflect its costs if it had 2.50 calls per customer. 

Missouri American Water Company Adjustment 
Fewer 

Service Co Cans For 

Cost Component Charges Water Cos. (A) Adjusted 
Service Company 

Can Centers Call processing, order processing, 

credit, bill collection 
s 5,920,446 s ·1,633,180 s 7,553,625 

Service Company 

Operating Company 
Customer pa~rment processing 

Postage&. forms 
s 
s 

332,728 
1,888,528 

Cost Pool Total 
Total Customers 

2014 Cost Per Missouri American Customer 

s 9,774,881 

s 
llote A: Adjustment for American \Vater's fewer calls per customer. This adjustment js necessaf)' 

because water utilities experience fe\'Jer calls per customer than do efectric utmlies. 
Cat! handling expenses S 1,843,357 

Electric utlfrty industry·s avg caJ\s/customer 2.50 
American 'Nater's avg ca!ls/customer ___ 10..30'3"-

Percent different 89% 89% 
Total Adjustment s 1,633,180 

Note B: Estimated customer payment processing expenses 
Humber of customer bills 2,911,003 

Ban 1: ell arg e per ne m _5::----:::Co .~1 :,14':3'-" 
Total estimated annual expense S 332,728 

Electric Utility Group Cost per Customer 

464,498 
21.04 

(B) 

Exhibit 12 (pages 34-37) shows the calculation of customer accounts expense per customer for 
2014 for the electric utility comparison group. All of the underlying data was taken from the 
utilities' FERC Form 1. 
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VI - Question 3 - Reasonableness of Customer Accounts Services Costs 

Summary of Results 

As shown in the table below, MAWC's cost per customer is well below than the 2014 average 
cost of the neighboring electric utility comparison group. It can be concluded that MAWC's 2014 
customer accounts expenses, including those of the Alton and Pensacola Call Centers, assigned 
by the Service Company to MAWC are comparable to those of other utilities. 

Interstate Power & Light $ 10.88 
Ameren Missouri $ 12.17 
Louis\ille Gas & Electric $ 16.42 
Westar Energy $ 20.74 
Missouri American Water $ 21.04 
Ameren Illinois $ 21.39 
MidAmerica Energy $ 25.93 
Oklahoma Gas & Electric $ 26.99 
Kingsport Power $ 28.36 
Public Sef\ice of Oklahoma $ 30.96 
Kentucky Power $ 32.65 
Comparison Group Average $ 33.14 
Kansas Gas & Electric $ 34.80 
KCP&L Missouri $ 34.84 
KCP&L $ 35.32 
Empire District Electric $ 35.96 
Kentucky Utilities $ 36.80 
Duke Energy Kentucky $ 38.24 
Entergy Arkansas $ 38.94 
Commonwealth Edison $ 49.90 
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Missouri American Water Company 

Exhibit 12 
Page 1 of 4 

Comparison Group 2014 Customer Accounts Expense Per Customer 

Customer Account Mllnagcmcnt Cost Pool 

FERCAccount Balances: 

Account 903 ·Customer Records & COUection (page 322, line 161) 

Account 905- Mise Customor Accounts (pogo 322, llno 163) 

Subtotal 

Add: ~loyee Benefits & Employer FICA (not included in above amounts) 

Account 926- Employee Ponslon & Benl'lfits Note A 

Account 408- Taxes Other Than Income (Ef'lwloyer's Portion of FICA) Note B 

Total Cost Pool 
Totol Customors (pogo 304, llno 43) 

Customer Account Services Expense per Customer 

Note A: Calc of Pension & Benefits Pertaining to Cust Acct Svcs 
Account 926- Employee Pension & Bonoflts (pogo 323, line 187) 

Total O&M Payroll (page 355, line 65) 

Benefits as Percent of Payroll 

Payroll Applicable to Customor Account Services 

Toto! PoyroU Charged to Custormr Accounts Function 

8ectric (page 354, line 7) 

Percent Applicable to Custorror Accounts Services (903 and 905): 

Account 903 • CUstormr Records & Collection (page 322, line 161) 

Account 905 ·lv'isc Customor Accounts (page 322, line 163) 

Subtotal- Total Charges Applicable to Customer Accounts Services 

Account 902- Motor Ro61dlng Expenses (page 322, llno 160) 

Total Charges Applicable to Custormr Accounts Svcs & Weier Reading 

Percent Applicable to Customer Accounts Services (903 tmd 905) 

Customer Account Services Portion of Total Payroll 

Pension & Benefits Por!Qinlng to Customer Accounts Sorvlcos 

Note B: Calculation of Employer';:: FICA Pertaining to Customer Acct Svcs 

Customor Account Services Portion of Total Poyroll 

Brployer's Portion of FICA (6.20%) and Modicare (1.45%) 

Estlmatod Employer's Portion of FICA 

s 
s 
s 

$ 

s 
$ 

s 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Amemn 

Missouri I 
I 
I 

13.058,588 I $ 

105,191 I$ 

13,163,779 $ 
I 

1,094,815 
1 s 

342,975 I $ 

14,601,569 I S 
1,200,003 

12.17 s 

I 

88,197.403 : $ 

361,173.544 $ 

24.4%1 

I 
I 

6,012,032 1 S 

I 
13,058,568 I $ 

105.191 I $ 

13,163,779 I$ 

10,360.621 I S 

23,524,600 I S 

56.0%1 

4.483,333 1 s 
1.094.815 $ 

4,483,333 : $ 

7.65% 

342,975 $ 

';it. .. 
Empire District 

8octrlc I KCP&L I 

I I 
I I 

4,287,531 I $ 13,313.420 I $ 

197.249 I $ 1.468.977 I$ 

4,484,780 $ 14,782,397 $ 
I I 

1,~!~·.~~~ : ! 3,~::::~; : ! 
6,060,522 s 

166.553 I 
18,634,166 $ 

527,646 I 

35.96 s 35.32 s 

I I 

20,670,955 : $ 
I 

76,625,030 [ $ 

50,282.752 $ 172.167.296 $ 

41.1%1 44.5%1 

I I 
I I 

4,595,008 1 S 9.427.251 1 $ 

I I 
4,287,531 I S 13,313,420 I S 

197,249 I S 1.468.977 IS 

4.484,760 I S 14,782,397 I S 

1.891.993 IS 4,087,748 I $ 

6.376,773 I $ 18,870,145 I $ 

70.3%1 78.3% 1 

3.231,666 1 s 7,385.071 1 $ 

1,328,520 I $ 3.266.811 $ 

I I 
3,231,666 I$ 7,385.071 l $ 

7.65% 7.65% 

247.222 $ 564.958 $ 

m ·1,. !1 
KCP&L Ameren I Corrm:mweaHh ' MdAmerlca 

Missouri Illinois Edison I Energy 
I 

I 
I 

I 
7,912,058 $ 23,625,821 I $ 151,177,914 I$ 16,446,731 

197.761 $ 240.035 ' 6,100 I $ 265.723 

8,109,819 $ 23,865.856 1 s 151,184,014 I$ 16,712.454 
I 

I 
35,567,165: $ 2,512,132 $ 1,563.961 I $ 1,626,042 

406.296 $ 729,225 I S 6,862.754 $ 992.541 

11,028,247 $ 26,159,042 I $ 193,613,932 I $ 19,331,037 
316.583 1.223,176 I 3,680,172 745,568 

34.84 s 21.39 s 49.90 $ 25.93 

I 
I 

I 
I 

29,989,590 $ 39,705,354 I S 145,776,279 I $ 28,030,629 

63.402,893 $ 242,004,463 [ $ 367,683,865 $ 223,659,775 

47.3% 16.4%1 39.6%1 12.5% 
I 

I 
I 

I 
7,843,373 $ 16,039,522 I $ 122,236,944 [ $ 16,528,128 

I 
I 

7.912,058 $ 23.~:~:~~~ : : 
151,177.914 I$ 16,446,731 

197,761 $ 6,100 [ $ 265,723 

6,109,619 $ 23.865,856 I S 151,184,014 I$ 16,712,454 

3,866,766 $ 16.291.789 $ 54,817,957 I S 4.577.611 

11,976,585 $ 40,157,645 
1 
s 206,001,971 I $ 21,290,065 

67.7% 59.4%1 73.4% 1 78,5% 

5,311,058 $ 9,532,355 $ 89,709,199 I $ 12.974,389 

2,512.132 $ 1.563.961 I $ 35.567,165 $ 1.626,042 

I 
I 

5,311,058 $ 9,532,355 I $ 89,709,199 I$ 12,974,389 

7.65% 7.65%1 7.65% 7.65% 

406.296 $ 729.225 l s 6,862,754 $ 992,541 
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Missouri American Water Company 
Comparison Group 2014 Customer Accounts Expense Per Customer 

Customer Account M:magement Cost Pool 
FERC Account Balances: 

Account 903 • CUstomor Records & Collection (page 322, line 161) 

Account 90S· Msc Customer Accounts (pngo 322, line 163) 
Subtotal 

Add: Employee Benoflts & Efl1:l1oyer FICA (not Included In o~~bovo arrounts) 

Account 926 ·Employee Pension & Benefits Note A 

Ac:count408 ·Taxes Other Than lncomo (Employer's Portion of FICA) Note B 
Total Cost Pool 

Total Customors (pago 304, llnB43) 
Customer Account Services Expense per Customer 

Note A: Calc of Pension & Benefits Porb.lnlng to Cust Acct Svcs 

Account 926 ·Employee Pension & Benefits (pogo 323, line 187) 
Total O&M Payroll (p:lgo 355, line 65) 

Benefits as Percent of Payroll 

PayroiiAppllcablo to Customor Account Services 

Total Payroll Charged to Customor Accounts Function 

Bectric (page 354, liM 7) 

Percent Applicable to Customer Accounts Services (903 and 905): 

Account 903- Customer Records & CollecUon (pago 322,11no 161) 

Account 905 • Msc CUstomer Accounts (p:'lge 322, line 163) 

Subtotal- Total Charges Applicable to CUstomer Accounts Services 

Account 902- fl.btor Reading Expenses (pogo 322, line 160) 

Total Charges Applicable to CUstomer Accounts Svcs & Meter Reading 

Percent Applicable to Customer Accounts Services (903 and 905) 

Customer Account Sorvlces Portion of Total Payroll 

Pension & Benefits Portalnlng to Customer Accounts Services 
Note B: Clllculatlon of Erno!gyqr'<: RCA Pertaining to customer Acct Svcs 

Customer Account Services Portion of Toto] Payroll 

Errployor's Portion of FICA (6.20%) and N'.odlcare (1.45%) 

Estimated 811ployor's Portion of FICA 

' ' $ 

$ 

' $ 

$ 

$ 

$ 

$ 

$ 

' ' ' 
' 
$ 

$ 

$ 

' 

Duke Energy 
Kentuc~ I 

I 
I 

4,689,485 I $ 

5421$ 

4,690,027 ' I 

~:::~:~ : : 
5,271,654 s 

137,869 I 
38.24 $ 

I 
I 

5,657,013 I $ 

35.482,598 $ 

15.9%1 

I 
I 

2,796,243 [ $ 

I 
4,689,485 I $ 

542 IS 

4,690,027 I $ 

629.704 J s 

5,319,731 I $ 

88,2% 1 

2.465,248 [ $ 

393,036 ' 
2,465,248 : $ 

7.65% 

188.591 ' s 

' ' 
KentucKy 

Power I 
I 
I 

5,299,254 I $ 

25.042 I S 

5,324.296 ' I 

164,008 I $ 

94,638 I $ 

5,582,942 $ 
171,011 I 

32.65 $ 

I 

a::~~:·.~~~ : ! 
13.3%1 

I 
I 

1,376,666 1 $ 

I 
5,299,254 I $ 

25,Q42 I $ 

5,324,296 I $ 

600,684 I $ 

5,924,980 J $ 

89.9%1 

1,237,097 ! $ 
164,008 I $ 

1,237,097: $ 
7.65% 

94,638 1 $ 

KentucKy Louisville Entergy I 
Utilities I G&E Arkansas 

I 
I 

I 

16,703,351 I $ 
I 

5,552,011 $ 22,734,877 I 
132,257 I S 25.257 ' 33.948 

16,835,618 s 5,577,268 ' 22,768,825 l 
I 
I 

I 
2,436.488 I $ 749,893 $ 4,316,454 I 

684.241 $ 209,195 s 214,869 I 
19,956,346 $ 6,536,356 $ 27,300,148 I 

542,227 I 396,042 701,092 
36.80 $ 16.42 ' 38.94 

I 
I 

I 
I 

28,105,099 I $ 26,025.764 ' 69,499.452 I 

103.173,575 $ 94.905,891 $ 45.223.709 I 

27.2%[ 27.4% 153.7%1 

I 
I 

I 
I 

11,610,950 1 $ 3,900,955 $ 3,630,614 [ 

I 
I 

16,703.361 I S 5,552,011 $ 22,734,877 I 

132.257 I $ 25,257 $ 33,948 I 

16,835,618 I $ 5,577.268 $ 22,768,825 I 
5,019,304 I $ 2,376.891 ' 6,662.430 

21,854,922 I$ 7,956,159 $ 29,431,255 I 
77.0%1 70.1% 77.4%1 

8.944,325 I $ 2.734,570 ' 2,608.742 1 

2.435.488 $ 749,893 ' 4.316.454 1 

I 
I 

8,944,325 I $ 2,734,570 $ 2,808,742 I 

7.65% 7.65% 7.65%1 

684,241 . .1 $ 209.195 $ 214,869 I 

Empire District 
Boctrlc 

soc Missouri 
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·-Oklahoma 
I G&E 
I 
I 
I 
I 

I 
I 
I 

I 

sec Qklahomll 

I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

' 

I 
I 

' 
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Missouri American Water Company 
Comparison Group 2014 Customer Accounts Expense Per Customer 

Customllr Account M:magomont Cost Pool 
FERCAc:couni Bolonco:.: 

Account 903- Customer Records & Collection (page 322, line 161) 

Account 905- Msc Customer Accounts (pmgo 322, line 163) 

Subtotal 

Add: Employ co Benefits & El'rfiloyer FICA (not lnctudod In above arrounts) 

Account 926- Errployee Pons ion & Benoflts 

Account 408 -Taxes Other Than Income (Employtl'r's Portion of FICA) 
Tot:~l Cost Pool 

Total Custormrs (pago 304, llno 43) 
Customer Account Services Expense per Customer 

Note A: Calc of Pension & Benefits Pertaining to cust Acct Svcs 

Account 926- ~loyeo Pension & Benems (page 323, llno 187) 

Total O&M Payroll (page 355, line 65) 

Benl'lflts as Percent of Payroll 

Note A 

Note 8 

Payroll Appllcablo to Custom11r Account Sorvlcos 
Total Payroll Chorgod to Cu:stom:Jr Accounts Function 

8octrlc (pogo 354, line 7) 

Percent Appllcoble to Custom:Jr Accounts Services (903 and 905): 

Account903 - Custom:Jr Rocords & Collection (page 322, Uno 161) 

Account 905- Mise Custotmr Accounts (pogo 322, lino 163) 

Subtotal- Total Chargos Applicable to Customer Accounts Services 

Account 902- Moler Rotldlng Exponsos {page 322, line 160) 

Total Charges Applicable to Customer Accounts Svcs & ~tor Reading 

Percent AppliC:lblo to Custom:1r Accounts Sorvlcos (903 and 905} 

Customer Account Services Portion of Total Payroll 

Pension & Benefits Pertaining to Customer Accounts Services 

Note 8: Galculatlon of 8np!oyer':- FICA Pertaining to Customer Ace! Svcs 

Custornor Account Services Portion of Total Payroll 

~Ioyer's Portion of FICA (6.20%) and !v'edicaro (1.45%} 

Estimated 8nployer's PorUon of FICA 

• 
8nplrc District 

Scctrlc I 

I 
I 

I$ 

I$ 

' I 

I' 
Is 

Is 

S(!l! Missouri s 

I 

1$ 
I 

s 

I 

I 
I 
I$ 

I 

" " " I $ 

I$ 
I 

I$ 

$ 

1$ 
I 

$ 

~ j!}j • !( •· 
Oklahoma ' PS of Errpirc District I 

G&E I Oklahoma Boctrlc KCP&L 
I 
I 

I 
I 

16,708,829 I S 15,692,901 I 
1.290.332 I$ 40,966 

17,999,161 '$ 15,733,867 I 
I 

I 
3,106,518 I$ 746,268 I 

789,507 
1 

$ 274,819 I 
21,895,186 s 16,754,954 I 

811,190 I 541.107 I 
26.99 $ 30-96 sec Missouri sec Missouri 

I 
I 

45,813,923 : $ 

I 

12,070,759 I 

152.201,306 s 58,106,528 I 

30.1%1 20.S% I 

I 
I 

I 
I 

10,464,915 1 $ 4,444.387 I 

I 
I 

16,708.829 I$ 15,692,901 
I 

1,290,332 I S 40,966 
I 

17,999,161 I$ 15,733,667 

252,114 I$ 3,731.476 

18,251,275 I $ 19,465,345 

98.6%1 80.6% 

10.320,358 ! $ 3,592,405 

3.106.518 $ 746,268 

10,320,356 : $ 3,592,405 

7.65% 7.65% 

789,507 $ 274,819 I 

I 

I 
I 
I$ 

' 
I' 
I 

" " IS 
I 

s 

I 

I 

" " I 

I 

I 

I$ 
I 

IS 

I$ 

I$ 
$ 

1$ 

I 
$ 

1$ 

I 

1$ 
I 

I $ 
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!IJ!IJ!l !IJ! 
Kansas Wostar 

G&E I Eneroy 
I 
I 

7,344,459 I $ 5,949,740 

450 l s 3,897 

7,344,909 $ 5,953,637 
I 

3.431,656 I S 1.434,145 
I 

410,976 s 377,352 
11,187,540 s 7,765,134 

321,501 I 374,472 
34.80 $ 20.74 

I 

36,601,678 : s 26.406,738 

57.299,629 $ 90,825,267 

63.9%1 29.1% 

I 
I 

7,322.454 1 $ 7,086,661 

I 
7,344.459 l $ 5,949.740 

450 I $ 3,897 

7,344.909 I S 5,953,637 

2,666,346 l $ 2.599.766 

10,011,255! s 8,553,403 

73.4%! 69.6% 

5.372,229 I $ 4.932,704 

3.431,656 $ 1.434,145 

5,372,229 : $ 4,932,704 

7.65% 7.65% 

410,976 $ 377,352 
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Missouri American Water Company 
Comparison Group 2014 Customer Accounts Expense Per Customer 

Customer Account Services Cost Pool 
FERC Account Balances: 

Account903. Customer Records & Collection (page 322, line 161) 

Account 905 • Msc Customer Accounts (page 322,11no 163) 

Subtotol 

Add: Brployee Benefits & En"1p1oyer FICA (not Included in above amounts) 

Account 926 • 8nployoo Pension & Benefits Note A 

Account 408. Truces Other Than hcomo (8nployer's Portion of FICA) Note B I ;t~ -.t.4,u"u I ;:. -.t.vr ,nn 1 1 
TotaiCostPool " ~~Ann•n • ........... .. 

Total Customers (pogo 304, line 43) 
customer Account Services Expense per customer 

Note A: Calc of Pension & Benefits Pertaining to Cu!'lt Acct Svcs 

Account 926- 8nployoo Pension & Bonoflls (page 323, line 187) 

Total O&MPayroll (page 355, line 65) 

Benefits as Percent of Payroll 

Payroll Applicable to CUstomor Account Servlcos 

Total Payroll Charged to Customer Accounts Function 

Electric (page 354. line 7) 

Percent Applicable to Customor Accounts Services (903 and 905): 

' 

' 
Account 903 ~ Customor Records & COIIoctlon (page 322, fino 161) I $ 

Account 905- Msc Customor Accounts (pogo 322, llno 163) 

Subtotal~ Total Charges Applicable to Customer Accounts Services 

Account 902 -lvleter Reading Expenses (page 322, line 160) 

Total Chargos Appllcablo to Customor Accounb Svcs & MJtor Reading 

Percent AppliCable to Customer Accounts Services (903 and 905) 

Customer Account Services Portion of Total Payroll 

Pension & Benefits Portelnlng to customer Accounts Services 

Note B: Cslcuh:lllon of Emptoyor'<: FICA Pertaining to Customer Acct Svcs 

Customer Account Services Portion of Total P:ayron 

Employer's Portion of FICA (6.20%) and Medicare {1.45%) 

Estimated Employer's Portion of FICA 
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VI - Question 4 - Need for Service Company Services 

Analysis of Services 

The final aspect of this study was an assessment of whether the services provided to MAWC by 
the Service Company would be necessary if MAWC were a stand-alone water utility. The first 
step in this evaluation was to determine specifically what the Service Company does for MAWC. 
Based on discussions with Service Company personnel. the matrix in Exhibit 13 (pages 37-39) 
was created showing which entity-MAWC or a Service Company location-is responsible for 
each of the functions MAWC requires to ultimately provide service to its customers. This matrix 
was reviewed to determine: (1) if there was redundancy or overlap in the services being provided 
by the Service Company and (2) if Service Company services are typical of those needed by a 
stand-alone water utility. 

Upon review of Exhibit 13, the following conclusions can be drawn: 

• The services that the Service Company provides are necessary and would be required 
even if MAWC were a stand-alone water utility. 

• There is no redundancy or overlap in the services provided by the Service Company to 
MAWC. For all of the services listed in Exhibit 13, there was only one entity that was 
primarily responsible for the service. 
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Missouri American Water Company 
Designation of Responsibility for Water Utility Functions 

Function 

Engineering and Constr~_c_~I~Pdanagem!_~~ 

CPS A"-eparatbo 

A"Oject Design 

I--"="-':'-.:·- (e.g.,~new:":__".:~.!'~~~o"~'---~-
- s.P~ial~o~~ _ _ _ 

_M~or ~o~!: (~9::_P~~esl ___ _ 

Construction Ft~~!--~-n<!~roont 

-~~~~ts _____ _ 

--~edalFto~_!: ___ --~~----- _ 
_ M~ ~o~!: __ _ 

Revie\v 

Developers Extensions ------------
Tank Painting 

Purification 

Molter Reading 

_OJ~to~~ii_A"-~!?~" _ 

ffil Collection 

~-taintenance & Replacenl:lnt 

1\bte 1: M<\.WCresponsibi€ for State r~_u~tions, Central_Se:r\,l_ic_~ responsible f'! Federal regulations 

Exhibit13 
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1\Qte 2:_WAWC provide n-~rSOfl custorrer contact __ ~_hBe Service Corrp_a~y_cal centers p~ov_ide custorrer ~e contact 
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F~nancings--Long Term Debt & Preferred (Note A) ----------------
Short Term Lines of 

kwestor Relations 

and Variance Reporting 
- ---------------

Guklelines & h>tructioos 

and Taxes 

1-'~~~~~>':_!A"c=co~~ __ 
_ Pa[fo!_ A~o~n~ _ _ 

~ur~al~',2' ':!e~r<:_tio~-~~ 9='~ec~~ 
Journal Entry Preparation-.-AH Others -----

&-.corm Taxes--State 

Exhibit 13 
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of credit are the responsibiity of ArnarK::an Water Capital Q>rporation ("A WCC'). A WOC 'rs also responsible for Corporate 

'Hnarno"<!Swhich rray bE:! __ d_istri_bu!e\i_!<? __ the_rC9u!ated subskiiaries. fM.WC has the abilMty to is~ue __ ~!Q- __ 

Baryenbruch & Company, LLC dd _______________________________ 40 



Missouri American Water Company 
Designation of Responsibility for Water Utility Functions 

_Wc:Je ~ ~Ia~ ~~a~ ~s~ ___ _ 
Wage & Salary Adrri~is~~ 

l~bo~ ~<:_tia~n~-~~s __ _ 

~a~r ~~o~OO~s-.:_Be_ne~s __ 

Labor Negotiations:. ~r':_ Rules~~~-

T~~i~~ Ftogram Dave~?Pfll3~1 __ _ 

T.:_a~g.:~ur.:_e ~~~erx_ _ _ _ _ 
Affirmative Action!EEO--Aan Daveloprrent -------------

_!-f!!:_""-"'-· _e Actio~~~~"':c•~tio:c"c__ __ ~ __ 
Jtnform••Ho•n Technology Services 

Service Corfl)any Data Centers 

_ -~-st_e_m_Ope~r~~r:: &_ Ml~t~a:cnc.-_e:_ _____ --l 

~r~t~tio~ A~qu_!:~n ~ ~~rt-
1--Eip Desk 

Exhibit 13 
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Governance Practices Associated with Service Company Charges 

There are several ways by which MAWC exercises control over Service Company services and 
charges. The most important of these are described below. 

• MAWC Company Board Oversight - The MAWC board of directors includes the 
President of MAWC, the Vice President of Operations of MAWC, Director of Financial 
Analysis and Decision Support and external business and community leaders. This 
diverse board ensures that MAWC's needs are a factor in the delivery of Service 
Company services. The MAWC Board meets at a minimum of four times each year and 
at every meeting financial and operational reports and issues are discussed at length. 

• MAWC President Oversight - The MAWC President is responsible for the overall 
performance of MAWC, including services and charges received from the American 
Water Service Company. In addition, as part of the overall management team of 
American Water through the President of Regulated Operations, MAWC's President has 
a significant voice in major business decisions of American Water and has the ability to 
monitor Service Company performance quality and spending as MAWC's President is 
one of ten direct reports to the President of Regulated Operations. 

• Director of Financial Analysis and Decision Support (FADS) - The Director of 
Financial Analysis and Decision Support and supporting staff are responsible for 
monitoring the overall financial performance of MAWC. This includes overseeing 
MAWC's financial reporting process, performing revenue and expense analysis, the 
annual budgeting process and monitoring internal control performance. The FADS team 
performs detailed expense analysis on a monthly basis including analyzing Service 
Company fees. These expense analyses include monthly variance analysis as compared 
to budgeted results, prior year results and YTD monthly actual results. In addition, the 
FADS team reviews and investigates monthly Service Company charges, as necessary, 
based on the results of the team's analytical procedures in order to evaluate the 
appropriateness of the charges. 

• Service Company Board Oversight - The Service Company Board of Directors is 
comprised of 12 members. They typically meet four times a year to provide governance 
on the activities and bylaws of Service Company. Their primary responsibilities include: 

Approve the Business Plan and Operating Budget 
Review Financial Performance of the Service Company 
Review performance metrics of certain functional groups 
Approve policy, procedures and practices of American Water as it relates to Service 
Company. 

• Service Company Budget Review/Approval - Several state regulated water utility 
presidents serve on the Service Company board of directors and that board must formally 
approve the budget for Service Company charges for the next year. These budgeted 
charges are consolidated with the operating company's own spending into an overall 
budget that is presented to the operating company's board of directors (e.g., MAWC). 

• Major Project Review and Approval - Major non-capital projects undertaken by the 
Service Company must first be reviewed by American Water's Executive Management 
Team, which includes the President of Regulated Operations. The President of 
Regulated Operations, with significant input from his direct reports, has the ability to 
impact all new initiatives and projects before they are authorized. Major non-capital 
projects and initiatives for the Service Company are approved through the Bw>iness Plan. 
All significant business-driven, information technology-enabled initiatives (capital and 
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non-capital) are assessed through the ITS Comprehensive Planning Study (CPS) 
process that uses the corporate vision, corporate strategic targets, annual business 
planning updates and input from key business partners to develop a 3 to 5-year 
information technology roadmap. The ITS CPS roadmap has been reviewed and 
approved by the Technology Solutions Council (TSC) which is comprised of nine 
Director-level and above business executives representing key business process and 
functions across American Water. The TSC replaced the BATT (Business and 
Technology Team) and may undergo changes in the future, but there will always be an 
executive business team providing oversight for these infom1ation technology decisions. 

• Capital Investment Management (CIM)- CIM covers capital and asset planning and is 
employed throughout American Water, including the Service Company. CIM provides a 
full range of governance practices, including a formal protocol for assessing system 
needs, prioritizing capital expenditures, managing the capital program, approving project 
spending, delivering projects and measuring outputs. CIM ensures that: 

Capital expenditure plans are aligned with the strategic intent of the business 
The impact of capital expenditure and income plans are fully reflected in operating 
expense plans 
The impacts of these plans on state P&L's and budgets are understood 
Effective controls are in place over budgets (through business plans) and individual 
capital projects (through appropriate authorization thresholds, management and 
reporting processes). 

The CIM process was designed to optimize the effectiveness of asset investment. 

• Accounting and Financial Reporting - The Service Company follows the same 
accounting and financial reporting processes as American Water's regulated utilities. 
During the month accounting transactions are recorded. At month-end, the Finance 
teams review all transactions. Variance analyses are performed based on month-to­
month actual as well as actual to budget to ensure accuracy. Once completed, the 
service company bill is run and the actuals are "pushed down" and allocated to the states 
based on predetermined formulas. A conference call is scheduled before the operating 
companies close their books each month to discuss Service Company performance. 
This is based at a functional level with explanation reported for any expense variances 
that meet or exceed certain thresholds. At this time, the operating companies may 
question expenses and spending for better understanding of results. MAWC Financial 
Strategy, Planning & Decision Support personnel review the monthly Service Company 
bill for accuracy and reasonableness on a monthly basis. Any errors or overcharges are 
credited on a subsequent billing. 

• MAWC Company Budget Variance Analysis - Each month a Service Company 
Affiliate Billing Analysis Report is prepared and provided to the operating company. In 
this way, Service Company budget versus actual charges as charged to the operating 
company can be monitored and reviewed for the month and year-to-date. 
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