STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

e

'“Atfaehearing of the pﬁb11c~‘sa:vi¢¢~

"CommiesiOn}°held in Jefferson‘City,

Missouri, on the ll1th day of

| January’ *« . e e o s & o e 1979-

CONSOLIDATED RECORD

CASE NO. WA-78-170

In the matter of the application of
| OZARK MOUNTAIN WATER COMPANY for

12 (2) a certificate of convenience

I and necessity to distribute water

13*?",as a public utility in various
. it areas in Barry and Stone cOuntiss,
14 Missouri, and (b) to issue and sell =
4 3,000 sharegiof Common Stock with a
15 o par value of ten ($10) dollars each.

CASE R‘. WF—78 -171

In the matter of the application of
.Lake31de Investment Company to haold
: ten (10%) percent of the
‘issued by OZARK

TER COMPANY.

CASE NO.?ﬂ?*78-172
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| the Sth day of s:ptember, 1978 set thi mat r‘for,

‘ the Commission, byfNotice~of;change7inﬁnafej§f Further

Hearing dated the 26th day of September, 1978, set this

rrmatter for further hearing on the llth day of January, 1979:~;

::and the following“proceedings were had:

(Written Entries of Appearance Filed.)

 EXAMINER LORING: Let's 9w back on the record'

this time in Consolidated Cases WA-78-170, WF-78-171, ‘and

WF-78-172.

I take it that the appearances today are the

' same as we h§d~od'Au§hSt'28, 1978; is that correct?

HR FAIN-; With this addition, YOur~Honor:

We'd like the record to show Fain and Fain also representing

Turkey Mountain Homeowners Associatlon No. 2.

EXAMINER LORING- Okay. The appearanoekSheet
has been filed for them, I take it. e

Does “he Applicant have any more witnesses orff
testimony? | |

MR. COWAN: No, Your Honor. We olosed our
case--I'm not sure the transcript so discloses--at the

original hearing.

I would like to go off the regcord and have a
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EXAMINER LORING: Let's go off the record

(Off the -record dlscussion )
; /fEXAMINER nQR;NG;, Back on the‘record” We'll
g0 with the staff's case. o
. '5ﬁR.‘ﬁﬁ?FY: The Staff woul ’like leave to“
"an exhiblt malked, Staff Exhlbit No. 1.
EXAMINER LORING:  The Reportet wi 1 nark a
‘pro orma proflt and loss statement Staff Exhiblt 1 for,  
'1dcntification., |
- (AT THIS TIME STAFF EXHIBIT NC. 1 WAS w\mn
BY THE REPORTER FOR THE PURPOSES OF IDEMIPICATIOK )
MR. DUFFY: The Staff callsin;ke Logston}‘

(At this time Mike Logston was duly swbih;)




L O G S T O N, called as a

"witness in behalf of the
being duly‘
kfollows.,

’{__‘,IRECT mxmmmxon BY MR.

e

V[State your name for the record, please.

Michael Logston.

By whom are you employed, Hr. Logston’~ff~

o ®

The Missouri Publlc Service Commlssion.

In what capac1ty?

I'm an Engineer in the Water and Sewer~?5e

Department.

1&’ ) : Q0 How long have you been an enployee here?

15 ~ A At this Commission, approxlmate1Y 13 nonths

16 _ Q Could you glve us a sumnary of your duties

‘durlng that time?

18 A I've been 1nvolved in both field 1rvest1gation e

and inspection of various water and sewer utillties in the

state, and I've been working in establishing rates and

tariffs for particularly small water and sewer companies.

o Are you familiar with Ozark Mountain Water

Company, the Applicant in this case?

A Yes, I am.

Q Have you ever physically inspected the
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wnat wo"ld be that opinion. or ‘what is your

iopinion? Wbuld they’be able to?

A Yes. I think that the facilities presently
in operation will serve the development in ‘the reasonable i
hfforeseeable future.V

Q Are there water dlstr1butioa faexlitzee in‘
eiistehce’now down there? v |

A Yes.

,3:e;th§Yxin operatidh?
:iiYes they are.
0 | Arefthere’peofle rece1v1nq uater throﬁgh this}?w

distrlbution system?

~ To _your knowledge, are those people pa xng
anything for'that‘water? H
A Yes, they are paylng.’ I don't know exactly
what the figure is, but they are paying for the water serviceft
& At my request, did you prspare ‘what has been |

marked for identification purposes as Staff Exh1bit No. 1?
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:agaiﬁstgeacﬁicustémer, a flat charge,‘andfno~limit
jahbunt of»wat§f u§age.

Qf“ Can you tell us where you or how you‘derived
the: flgures that e  sented,on thlS exhibit, in qenefal
terms?

A :  After inspectlng the fac111t1es that are
in service #nd from mykexperience as to the cost of opera~’ng
i'fa«::i].:lt:i.es o‘nthls type and this capacity, I arrivedkatk3_
costs whlch are presa ﬁed bn this exhibit for the expense;y

that would be incurred |

e Are you telling me that theoe numbers are’

estimates?

A i1 ¥é§; ‘y

o gnd the basis of those estimates is what?
Your experieﬁéé?‘

A Yes.

e Well, did you characterize these rates as

interim rates?
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| eftece?

kfrom that audit, we will establish a permanent water rate.

14

18
19

_How long would you propose that they be in

A I propose they should be in effect a min

of 18 months.
| \ Q k‘And what‘ﬁill happen at the end of 18 months?
‘A At that time, the Staff will do an audit of

the Company's récOrds and books; and, based upon findings

Q. Is that ncrmalkpfocgdure in cases such as thi§ o

N Yes;ritkis:,; i B k ; 1

Q;‘ :bQé§ the s;aff ha#¢¥a pOsition réqéiding the
installation of méters by éhiskédmpqny? |

A'A ,Yés;-irhe Staffkfeels thﬁt it would be
advéntageous fbriﬁhg;cbmpaﬁ& té’install water méters;and
meter serviqe to?:ffltikhé cuskto‘mers. Of course ','"theyb would have|
to also submit :ulés and regulatiéns prbvidiﬁg for thé‘métérnr
installation and~this type of--;a k b

Q Why are meters advéntageous?

A They are a means by which the Company can
better regulate the usage on the facilities. If the peoplé'
have no limit to the amount of water that they can obtain
at a flat rate, they tend to be wasteful. And with meters,
they pay for what they use; and so they're more conscientious

as far as water consumption, which would zllow less of a
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paid for?

The oﬁpany shoﬂldﬁprovide the facilitie$~§§Li”,

-,me rs as a connection charge to the custo-ers.

Q When do you recommend that the Company start
~installing‘facilities for meters?

9 A It would be the Staff's recnylendation‘thnt,;f

13 would include a meter well, a 1id for the well, and a meter

YOke.

‘A meter not be installed atnﬁhat time, but

the Company should instigate a schedule of installing these

meter setting facilities on all customers. And at a t”i

when these settings are provided at each customer, then the |

meters be installed.

Q Does the Staff have a recommendation regarding|

daily consumption records?

A Yes. This is a very important item that the--

I believe, if my memory serves me correctl?, that there are

master meters at each well on the facility. And these meters

should be read daily and records kept as toc the daily
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‘fegafaing meters--are you asking the Commission to order the
ny to do that, or is it just a recommendation that the

COmpany do that? .

A Now, this is as far as installing meters?

Q Installing meters and the daily consumption

records. Should the Commission order the Company to do both

:of‘thOSe~thinqsy‘otzis the staff just recn-eaaias”that‘thaseﬁ‘

_procedures be followéd?

A I would say it would be a reccunendatioa on

the meters at this time, and I think it should be an order 1

};_ pﬁobably that the master metcrs at eachkﬁcll be read daily.

I think that's a very important it‘§;3f~

Q Does the Staff have a position cg_zgsoinenda-

tion regarding the filing of rules and regulationms, including

cdntinuing property records, for this Company?

A Yes. The Company should file rules and

regulations in accordance with 4 CSR 240, Rules 10 and 13.

And they should maintain the continuing property records on

the facilities.

Q Would your recommendation be that that also be
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‘anythiﬁgfon that exhibit that indicates a rate base for t

.Qg yg,~h,ve any further tecniiﬁﬂﬁitioastarff

;iﬁit{Ybﬁiwéuld like to announce?
A I don't think so at this time.

'3 Turning back to Staff Exhibit No. 1, is

Comﬁany?
A No. This was all contributed plant by tﬁe
development company, and there was no facilities included as
a rate base for :gte-making procedure.
0 Does it follow then that they are not seek ine
to earn any return on a rate base?
A That's correct.
MR. DUFFY: Staff would offer Exhibit No. 1
into e#idence Ahd{génder the witness for cross.
;ﬁg;‘FAIﬁ: I'd like to reserve ruling until
cross-examination‘hgs been completed.
EXAMINER LORING: Sure.
MR. COWAN: We have no objection.
CROSS-EXAMINATION BY MR. COWAN:
Q Mr. Logston, you spoke softly; and I'm not
sure I heard all that you said.
Did you physically examine the existing water

properties now owned by these various developers?
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fwe:efthef*in good ﬁorking condition? Are the

Yes, I tﬁink so;

There will be some main extensions required’

Yes..

But, to the extent that they ve been built,
they appear to be large enough and adequate to. take care of
the needs of the pub11c°

‘A Yes.‘ This, I believe, is alI a resxdential

Fine., Now,,looking at Staff Exhibit 1, as ie\j:
understand it, your Judgment as to the operatlon and mainten~el 
ance expenses is based on your experience with the Commiss;on

A Yes;ff’k k

Q And, since this is a new entlty, it would be
difficult to do anything but make pro;ectxons, estimates?

A That's correct.

Q There are no historical recOxgs insofar as
this entity is concerned?

MR. FAIN: Just a minute. Your Honor, I objec?
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MR. COWAN: If he doesn't know. But

'Yos, they did.

Q Did it or the developers; noagly,‘Lakeside
Investment Company; Turkey Mountain ﬁitiﬁil; inc., Central
Crossings, Inc., and other companion corporations, they re.
the ones that own the water properties at this tiae kare
not, -as far as you could tell from your investigations?

;hj' Yes, that s correct. |

anq And Ozark Mountain Water Coupany, based on

your investigation;oowned nothing at~the timegOf your

kriniéstigation?ff

A kThat 's correct.

o In fact, it didn' t exist?

A Correct.
Y Noﬁ, a moment ago you talked about the

Company filing rules and regulations. Did you have in mind

»

a tariff, a water tariff? <

A Yes. That's what it's normally referred to.

1 And the continuing property records are a
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ﬂbe done 1ess often and still serve a useful pnrpose?v

 of daily?
these meters on a daily schedule.k It 1s net that much time-

‘éonsuming an operatien. And it does give a falrly aecurateff ﬁ\

 CROSS-EXAMINATION BY MR. FAIN:

vat the wellhead?

T think that 1t s-—[

Like, every three days or once a week, instead‘

A I think that it would be‘inedrtant to read

check on how the system is operat1ng.

MR; COWAN: I have no further questions.

[0} Are there master meters 1nstalled there'neﬁe75§f'

A I believe:tﬁe:e\ere;
1} pid you say Ybuisewsthehrthere?
A Yes.

Q Are they the type that will make a printout
automatically, or would they have to be read manually?

A They will have to be read manually, that's

correct.

Q Following up on what Mr. Cowan asked you, I

think we're all in agreement that this Ozark Mountain Water

186




1nspections and that sort of thing, looked at the fac1lities?t~n

14 | = A ~I¥inspeCted the facilitiesityyt‘are to be
15 turned over to the Company.‘ -
16 o Right., Well, actually, when did you make your;t‘

17 v1sit down there? What s the latest time you were down there

18 o A It was in ‘March of 1978.

19 g Have you been back since?

20 ?:‘Fgg, No, I have not.

21 ﬁtQ  be*you know whether or not there have been any

22 j| additional water facilities installed since you were there‘iﬁ
23 March of '78?

24 A ‘There have not been, to my knowledge.

lines?

187

l 25 Q There's been no additional--no extension of




14

18

19
20
21
22
23
24
25

10 |

'féystem.

Q- Have you made a study of the developers: h.‘,
and records on thelr costs?

A

No.

Now, in developing your pro forma profit andr

loss statement for a calendar year as proposed by the Staf »

as I undetetandiﬁyo : t ked that this is hasedkupon arstudyrj
that you madej is that"orrect? (

A I woﬁldn’tuexa: 1y say 'baseddonka study.
It's just baseddon'mY‘experienee of the expenseslineur\d‘
thE"ﬁperation ofda systeﬁ of‘this size.’ . -

Q  Well, let;s’explore;that then. How many
castomers ﬁouid“be supplied at this time when you made up
your pro forma? How many customers ate wettalking about?

A Approximately 200.

o What system did you compare this with?

A No one system in particular. We based it on




’have~$¢,480?
A

0

A

horsepower rat1

0
an annual cost,
did you not?

A

Q

A

Q

correct?

for . the cost of;

- for eaoh individualvsystem,rand derivéaiat an‘Aﬁnuai‘éésf'f

for the electricxty.

I don't have those figures before me at this time.

$4,480 item for: eleetricity?

That’s correct.

How did you develop the $4, 480?

kkstated earller, we ‘tock an averaqe figure
ctricity per kilowatt—hour, determined the

ng for a pump to supply the amount of'water

Well, n annual cost. Aii right.‘ But to‘gettt!

you probably had to develop a monthly cost
I'thihk we worked‘these on a yearly basis.
Do you have some backup figures that show the

Not with me at this time, no.

But you do have in your work papers: is that
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prec1se1y the same. number of dollars.

as a parallel gulde.»~

Q‘,

In actunllty, you took thelr flgure,;d

you? Let's faCe it.

Tsn't that what you did? Because it 's ‘f“

| Ef' I don 't know 1f that s correct or not;‘

e wen, they show $4,480; and that's what you

item shows.

A I thought we 1ncreased that a sllght amount;

We did work through the calculations to check their fik
I will say that. |
13 pid you?
A Yes, we did.
0 Well, I think, without spending a lot of timé 
on it, would you be willing to furnish me your backup figuré§  

on how you derived the cost of the electricity for pumging‘»

of $4,4807
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23 “ those items, did you?

24

25

|

i

i?ﬁouldfassume that to be correct.

 Well, which one?

A For any injury occurred in thg.oPQrafi6h aha

maintenance of the utility.

o To other people, or to the émployee?  ﬁhig#f i
is it? ' |
1A I'd say proSasiykfo other ééoplé.
1} To other people. So you'rebtalking_about_a
public 1iabi11tyfpdlicY{ is»tﬁat correét,'as far‘éSfyou kﬁow?g”
| - A uAs‘far”aé;Iiﬁnow. ‘I'm not in the’iﬁéﬁ&éngé
busiﬂéé#. I'm]ﬁ@;vgﬁdfé of,thase;- |
0 fWEil}iisn'tfihe~t£uth of tﬁe ﬁatter”thét'§6uQ V 
simply picked up ﬁhatﬁfigurg from their pro“foraa?i' - E
| o I think I stated that at the beginning, yes.

A
o And“*ﬂotkmeh's compensation,” the same thing?
A Thatié}cbrrect. |

Q

You made no independent study on either of

A That's correct.

Q On "Property taxes," isn't the same thing true
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In other words, ybu,made’nbflndependent‘st#&y'
like you did on the electricity costs?.

L That S correct.

JQ,‘k Thatas what I'm trylng to fiqure_out, wha

you made an 1ndependent study on.

pNow, an"Professionalifees;F_hoﬁfdidnyon come

ﬁup with the sSoo?

'ieA' ~ Agaln draw1ng from our experience in-these

at:that would he an approprlate fee for

i,ma_kers, we felt,th

the accountinq that would be necessary for a company of thi

I belleve that you ve stated already that

'athere were: no P 7perty’records or anything of that sort, no

‘bookkeeping flgures that you ever looked at; isn't that true’

‘L: That 8 correct.

1} So your inspection of the properties was the

" inspection of the subdivisions, wasa't it, qu’the wells and

the pumps and so on?




Q,‘  Well,kI understand.,
;thetijur aﬁewer is‘fno“?f

B That's correct.e"
_ﬁ't‘knqﬁ'ﬁhattrecords are in

Now, on the adequacy of serv1ce,ydi? yoi”
to ehy ofythefcusttt rs on the adequacy of servicefque

A Yes, I did..

Q@ Did you flnd out that a lot of those are two~aj:ly‘

inch lines?
A Well, that may be. But as'iong7as;they're

adequate to serve the ‘needs of the customer, that s all that

- would be necessary.

Q Do you think that two-inch {ines,‘norﬁAIly7e

speaking--I'm asking you now as an expert and as an engineer

in the water field. Is that normally considered good
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rger line was necessary, we would require a larger line.

’Q :Well, isn't it true;thatiYOﬁ“can't inStail

‘any fire:protection on two-inch lines?

A That's correct.

_eQ | SO that the- cOmmlssion, in?the past, hasn t

it frowned upon water systems. with two-inch mains so. there

could‘be no‘fire;proteétion?

A I don t thlnk that f1re protectlon was
de31gned for thls system. Ith just for~human consumptidn.

0 I understand that. But we're talking'ahout'

.adequacykof service. -And- it s my understanding that nowadiYs

there's very few systems that ‘are put in w1th two-inch

transmlssion mains.: Now, it's somethlng else agaln 1f yeu ‘re
stubbing out to one or two houses or somethlng, but is it

guae«tﬂ@-inch lines for transmission purposes by a

I think, as I stated earlier, it would just

depend on what was shown to be necessary through an engineer-

ing analysis of this system what would be reguired.

Q So what you're saying is that you've got to
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That 5 correct;
tt,SO what I'd like to know is whether or not
that kind of a study ‘was made? |

'Atro ‘These plans have been approved by the
Deéartment of Natural Resources who make an investifﬂil
They approved the plans that have been drawn up and
by a reglstered profe331onal engineer., -

e . If youfllypardon my saying so, I doaét;tﬁinkat'
that's responsive to«the qﬁestion.' What I'm askingbfou‘is
whether or not-- - |

As I understood your answers to Mr. Cowan

about the adequacy of service--that s what I'm trylng to
explore. Did you make any sort of an englneerlng study as
an'engineer would as to the adequacy of theseftransmiea;onks
lihes based upon what you've just now said? |

A I did not personally do a pipe netvorkvanalysig;
of the flow requirements, but this is normally done atwthe |
Department of Natural Resources who have approved these plansgf

Q Well, okay. That's all right if you want to 1
say that.

All I'm trying to find out is what the Staff
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out,what you did. fThat's‘all I wantlto khewk

MR. COWAN: Your Honor, Mr. Logston has:tﬁ

a iﬁeredkthat question two or three times. 1It's repetitious.:'

fiﬁéﬁiect to it.
MR. FAIN: Let me jﬁet askrehe more'qeestibnr
along that line. E
BY MR. FAIN:
WQ“' As Irenderstood it, yoh,ﬁade‘no sortfdf ;n',¥"
independent study; that is, the Staff of the Coum1ssion, on.
’lthe adequacy of these 11nes for serv1ce purposes. In other
“werds, as I understand it, you took the word of ‘the other
aqency in that regard? G
A Yes, that s correct.‘
Q Now, let's go on to: thlS questlon of the

meter installations. As I understand from what Gary asked

you, it would be your recommendation that~meters be installed;
21 is that correct?
22 A That's correct.
23 Q@  Would this be during this igterim rate period,

24 or when would it be?

25 A I think, as I stated earlier, that upon the
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*Qf You're talking about precent eustomera aa;we
as future .customers?

A - That's correct.

:ﬁ' So they'd have to be dug in and dug'into and

r’housings be installed at this t;me’

"K_ | That's correct.

- Q | How much cost are we talking about for thet
esort of an installation? ;

A Normal installation costs, based upon my
experience, includlng the meter, would be approximately
5200' Sl

4fd $200 per customer with the meter and‘all
'installation? |

A That'ekcorrect. That includes labor.

'MR. FAIN: Thank you very much. I appreciate
yﬁﬁr testimony.
EXAMINER LORING: Any redirect?

MR. DUFFY: I don't think so.
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~excused.

‘ Let's go off the record.
ﬁ(off—tha e ord discu551on )
EXAMIEBR LORING-~ Let s go back on the record.p'
I take it then the Staff rests°‘ o
MR. DﬂFFY- Yes, the Staff rests its case.
EXAMINER Loaxnc~‘ Back off the record.
{ 1record discu351on.)

EXAMINER LORING" -Barck‘ on the record.

Mr. Cowan.

fMRitCOWAN: Are yom going to take up the

motion for contihuance fir§&2~

r, what I attempted to

"do there was,~becau§e‘of‘ﬁggcunQOdiy wé?ther we've had, to

get a reasonable tlme. Now, as’f,undérstoéd from.my

discussions with Gary and w1th you, the' 1nc11nat10n was to

go ahead on this-fanq'that'sxperfectly ali right with me--to

hear these people and set a time when my~ﬁitnesses could be
sure that they could'be~heré.

We're dealihg with eldefiy pepple. We're
dealing with people that--I know that I've h§d~some bad falls

I'm getting up to the point where I consider myself rather
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I was hoping for.

MR. COWAN: Mr, Examiner. we object

"_further delay in a decilion in this case. The

working

the 1ndiv1duals. They're entitled“to;know»wke

thlng 1t seems to me that people. pould poss 

would be the pro forma expense items; and we're willi g, > o

accept the figure54as developed by Mr.kNormanb

MR. DUFFY: Mr. Logston.

MR._COWAN: I'm sorry. Mr. Logston. deve16pga,f

by him. And we think that the Commission should iaéuénan

Order so that the future is pretty well plotged dn“ﬁhéther

this is a utility or not without further delagy.
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"finjfomtid k‘k‘ircv:ai,l’abie to the Staff, they thought that the

‘.Year now for uS'to find out where we stand;

18§~ ~expenses.

21

‘additional cost, the Company is willing toc go on an

;criginated,finethe first place;;by correspondence.kiny

aftans intthis area wereia public utility operatdon‘n‘
These men,contacted me, and I told them that I concurred. |
Consequently,;we filed this appllcatlon with
the vrew of cooperating w1th the Staff so they wouldn t have

to 1ssue show cause orders and all that. And it's taken a

ana wetluk -
there's ncﬁjustifiable reason for delaying:the casefany

further. 1It's experimental as far as rates are concerned

anywaY for 1 monthsor s“o’.
”;i'egid earlier that we intended,notftbrarggefd
with thekrate ércpeeed‘byrur;niogeton or,his projectipnfen;e;
We have’only one reservatien onethat; 1iffscnek
severe and unexpected costs should arlse, scch as furtherk
pumping costs doubled, obviously we couldn t underwrlte thak,
for 18 months. But, aside from some unexpected severe
experimental basis as proposed by the Commission Staff.
Now, I don't see how we can accomplish*arthing

One thing that seems to me that's important to Mr. Fain's
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7Notfwith“me.

*_Heféyihﬂthe building, down on the ninth flod:?,f

-

I probably do. ~~fi - e, e I

=)

Couldn't you ge#}thegj&f a recess and letkﬁé 1g“

see them?’ SR
A I imagine we could.

;”??TF31N§ Wiliﬂtha; be §g:eea§1e with‘ybui;)g

that he does that at a receSé?v

";;.DUFFY: fI  ,1 Kﬂit’s a 1itt1e~1ate7to be

v b§§;1'11 aéféé;ﬁj s
ﬁ-ﬁki“ i}:iﬂéii;ki don'£,c;fe what ydﬁ thiﬁk;ﬁ

EXAMINER LORING: OFf the record. -

(Offfthe-re¢6;d diécﬁésion;)

EiAﬁiNEk'LORING& :teﬁ‘s go ﬁack'On'the'reééfdzig;
BY MR. FAIN: =
‘Q Well(fisﬁ;tkthe~£futh ofjthe matter that yoﬁb
took the figure fh&ﬁ théy,developéd in their pro forma of
$4,4807 . | -

A ‘We took that figure, but ;e also checked it.

Q And you're going to furnish me those papers,
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If I have them.

' that you don't have those records, does that aean that you

'-,'gli(_tin»'btrmaketho , calculations?

;Aiﬁk'__a,‘does not necessaril jindicate that, no.;i

o Well, then would it mean they had been

-destroyed or thrown in the wastepaper basket or something ofgf;”

that,nature?ri

A Ye' ]

'Q - Noﬁ}{on-*salarj:;?o#erseefaandnaintenance
man," you cut their figure of $9,240 to $8 ,400? |

;:That s correct.

You cut 1t by approximately $8307

.Q“Tnat skcorrect-

‘And "Payroll taxes,f how dld you calculate
the payroll taxes? What payroll taxes are you talking'ak@utf;
in your $840 figure?

A The Company had supplied or the Applicant hadi

supplied information as to--or supplied figures for salary

for an overseer and maintenance man. And~as payroll taxes,
they just included the 10 percent figure of that salary.

That is the rationale that we used.
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The Staff felt tha:kthe $500 figure ‘would
"fadequate for an- 18-month test perlod.; ‘The records after-—,‘
~you know, assuming that the Company would be cer*ificatedt, gf

. the records that would be submitted at the time of a S;~ff 

audlt would either prove or disprove this figure, and it
would be adjusted at that time‘.‘;

2 I take 1t that yvur ansver to that is th

30“ 3aid not make a stnﬁg, that this is n,mere estxnnxe on\."

your part?
| A Thgt is correct. )

o Ana,x:gs;ﬁme th§£ ghe sane thing is t;g¢°;f_
’"#épairs of waterkéiantfé‘

A That ' s correct.

0 Now, they had $1,800 down.k and you cut that ]
tb $lv,500?

A Thét;§ c6rrect.

0 Now, was that based upon any 1ndependent
calenlations or looking at any bills th3§,they ve had in the'
past; or did you simply look at their amended pro forma?

A I think that in the Applicant's records or
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"5rb6gYouV?9cail Whiéhkdne‘thattwas?

Ls'lfﬁo;?I‘do not.

Q. "kBut that's the Onlyecut in;their repairé‘that 3

you made; is that,correct?

A That s correct._

Q So;bactually t&en, that s based upon—-the
_backup figures for getting at the $l 500 1skactua11y their
amended pro forma,;isn t it?

A 'I’m}sbrry. Woﬁld you repeat that question° e

o we11 maybe I dldn t,yikeﬁitfeiéar.frwhat ;;mgy
;;yeaying is: When I say,k"backup,“ d'eyou understand what I .
mean? You've got to start from somer ing.k Ybu can start
from orlglnal cost. You can look at the 15v01ces and
determlne how mech it is and so:on, or yoe ean laok at thls
pro forma thet;they have supplied,VMSQrth&tf§j§h§t>I meen by
"backup figures:' | o -

Did you start with the $1,800 and cut it $300,

or did you build up to $1,5007

A We took their figure of $1,BGB and subtracted

that expense that I mentioned earlier.
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| ~ca 1on on 1ncreasing 1}
vé,what théyi aﬁféd?’ |
A U  n my investlgatlon of the system,

faware of the distance that must be traveled o‘daily inspect
t;theSe wells and pumping equipment. Thls 15 Goo mlles}per _
‘year would allbﬁ for akaaily“inspgctioh:o éhéSe fgciiities
and the mileage whichngﬁidfébve: their Qpé;ationyaﬁalx
deéreciation Qf,éha§ trg¢k§\ﬁ;mély,wghe‘gﬁé;bbil;&iné tifés
to operate‘that §éhi¢i§;i’That's aliuthat's ingluded‘in;that‘

figqure.

‘ffﬁé?YOu°kh¢ﬁ what the 6ri§ihiif¢63tf6ffthéﬁ.fff

. pickup is?

A That doesn't appear to be an issue in this

0 Weii, it would beuan’issue onf§he queéﬁioh of |
"thg depreciatioh;fwould it not? oOr didfyon jﬁét také'it on
{the basis of mileage? ~

A The only'éxpense I'm éiiowing iskfuel and tire
and operation of the vehicle.

0. You took it on the basis.ofimileaqe rathér tha

depreciation, didn't you?




are of the distance that must be traveled to daily inspect
rthese wells and pumping~equ1pment. Thls 15 000 mlles per
”year would allow for a dally inspection of se facilitiea
‘and the mileage whi¢h‘wbj;: :over thelr operatlon and

depreciation of that7trpck;‘name1y,,the gas, Qil,land tires

to operate that vehicle. That's all that's included in that

figure@

:Viéf§0u.kndw,what'thevbrigihai chtioffthét,

’¢p§gkﬁp~is2;
| A ;,fh;t;dbés§;£ éppé$f3£oﬂbé\an issue in this
matter.

o wéii, it would be én issﬁe,onf£he que#ﬁionpaf!
the:depreciation;,would it not? Or did[yoﬁ 5§st take it on
éhe'baSis of mileage? |

A The only expense I'm aiiowing is fuel and tiresg
and operation of the vehicle. =

o You took it on the basis of mileage rather fha*‘

depreciatinn, didn't you?




‘ Ndw;kas‘ltuhderstand‘

‘ r6m thé'picktp 95'

. |  ﬁr ~ No.
;ﬁétQéenAQeIIS'that they would have to inspect on a darly
r;bésis.
0 Tﬁét?slbecausefthere's quite»grféﬂ miiés
’between Turkey Mountain No.kl and No. 2; iSithat ri?ht?iﬂ
A ’  That's correct. | | o
0 One is in Stone County and onekis,in:ﬁirry.ft'
trﬁn@ryou figured he'd have to runvback‘ahd‘fqrthgfis ihggrt’

_ right?

Well, if we‘requiretthem to7make a daily ;f‘

_gpectlon, that 8 the mileage that.they w111 1neur

0. wWould it be your thouqht that the Cbmm1831on
”would actually requlre them—-qetting that detalled as to
require them tq,pake daily inspecticn?t 1 didn't realiZe;tﬁat
you got into tﬁ#t kind of détail, telling them how many
inspections they had to make.

A Well, if the Public Service Commission does
not, the Department of Natural Resources would.

0 Would require daily inspection?
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"Hoquiakyou, rrive ktethe bookkeeper fee?

t's an estlmatlon.

They estimated $1, 800 ,Yon?ﬁefcntkitft,,

A That's “correct.
o From what ‘you say there, you estimated i
would take one w ‘a monthkto do the books?,

'A‘ To do the b1111ng, ‘that's correct.

Q Well, would that take in, notho
but the keeplng of?the books of the Company?

hxf,k That' s ‘correct. ;

rjwhat you estimate that it would tak

one bookkeeper one week each month, is that rlq(t? In other
words, 52 weeks a year to‘do'the books° : S

A Thetfs‘correct. |

Tﬁeive{Weeks?

Yes, 12 weeks. That's right.

23 | 0 Twelve weeks, three months, to do the books;

24 Now, "Office supplies,” that's the same as
25 i what they estimated, $480. Is that for mailing out the bills?
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‘ecoﬁohictandffeasi;;e*forfthe Com

0 iWeII;tnot“only for

users; is that correct?

A Well, yes,‘

Q As I recall the Staff had been maklng some

studies along the 1ines of b111ing for water conpan, '8 .

Has the Staff completed some studi‘ »along the 11nes of

the most economic billing for a water company°
A" I m not aware of that study.f I have not been 1

involved in it.

Q Well, isn t itatrue thaftthere s very few

successful water operations that do b111 aonthly? Don t most

of them bill quarterly or even some of theﬁ every ‘six months’

I know

A. ItVerends on the individual utility.
that all public water supply districts} to my knowledge, bill
on a monthly basis. |

0 Well, we're talking about utility operations
under the control of the Commission.

A Well, the water company, you know, they have
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~item. But what'sﬂthat_"general insurance”? Hhat is that?

in Missou:

‘smail‘w;ter compenies?

'qunet~is correc*.

o Andfthat's how you would set thiSjnp.;ehdi‘

that s what you would recommend for this Company?
A At this particular time. yes.

‘ i?;kangow, I note that on "Insurance, you ve takenH‘i

the saﬁe§figure that they had in their pro forna, |

correct?

Ao That s correct.

Qo J‘Wha kind of 1nsurance is that?

A Just general insurance and Horkmen s

compensetion“ I m not aware of their 1nsurance policies anda
the coverage on 1t.

o Now, the workmen s compensation is a d1fferent~

A Myrestination-—and I'm not for sure on this.
But I would say it would be liability on the facilities.

Q Are you talking about a liability policy?
that what you are'taiking about on that $€00 item?

A Yes.
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23 “ those items, did you?

24

25

|

i

i?ﬁouldfassume that to be correct.

 Well, which one?

A For any injury occurred in thg.oPQrafi6h aha

maintenance of the utility.

o To other people, or to the émployee?  ﬁhig#f i
is it? ' |
1A I'd say proSasiykfo other ééoplé.
1} To other people. So you'rebtalking_about_a
public 1iabi11tyfpdlicY{ is»tﬁat correét,'as far‘éSfyou kﬁow?g”
| - A uAs‘far”aé;Iiﬁnow. ‘I'm not in the’iﬁéﬁ&éngé
busiﬂéé#. I'm]ﬁ@;vgﬁdfé of,thase;- |
0 fWEil}iisn'tfihe~t£uth of tﬁe ﬁatter”thét'§6uQ V 
simply picked up ﬁhatﬁfigurg from their pro“foraa?i' - E
| o I think I stated that at the beginning, yes.

A
o And“*ﬂotkmeh's compensation,” the same thing?
A Thatié}cbrrect. |

Q

You made no independent study on either of

A That's correct.

Q On "Property taxes," isn't the same thing true
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In other words, ybu,made’nbflndependent‘st#&y'
like you did on the electricity costs?.

L That S correct.

JQ,‘k Thatas what I'm trylng to fiqure_out, wha

you made an 1ndependent study on.

pNow, an"Professionalifees;F_hoﬁfdidnyon come

ﬁup with the sSoo?

'ieA' ~ Agaln draw1ng from our experience in-these

at:that would he an approprlate fee for

i,ma_kers, we felt,th

the accountinq that would be necessary for a company of thi

I belleve that you ve stated already that

'athere were: no P 7perty’records or anything of that sort, no

‘bookkeeping flgures that you ever looked at; isn't that true’

‘L: That 8 correct.

1} So your inspection of the properties was the

" inspection of the subdivisions, wasa't it, qu’the wells and

the pumps and so on?




Q,‘  Well,kI understand.,
;thetijur aﬁewer is‘fno“?f

B That's correct.e"
_ﬁ't‘knqﬁ'ﬁhattrecords are in

Now, on the adequacy of serv1ce,ydi? yoi”
to ehy ofythefcusttt rs on the adequacy of servicefque

A Yes, I did..

Q@ Did you flnd out that a lot of those are two~aj:ly‘

inch lines?
A Well, that may be. But as'iong7as;they're

adequate to serve the ‘needs of the customer, that s all that

- would be necessary.

Q Do you think that two-inch {ines,‘norﬁAIly7e

speaking--I'm asking you now as an expert and as an engineer

in the water field. Is that normally considered good
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rger line was necessary, we would require a larger line.

’Q :Well, isn't it true;thatiYOﬁ“can't inStail

‘any fire:protection on two-inch lines?

A That's correct.

_eQ | SO that the- cOmmlssion, in?the past, hasn t

it frowned upon water systems. with two-inch mains so. there

could‘be no‘fire;proteétion?

A I don t thlnk that f1re protectlon was
de31gned for thls system. Ith just for~human consumptidn.

0 I understand that. But we're talking'ahout'

.adequacykof service. -And- it s my understanding that nowadiYs

there's very few systems that ‘are put in w1th two-inch

transmlssion mains.: Now, it's somethlng else agaln 1f yeu ‘re
stubbing out to one or two houses or somethlng, but is it

guae«tﬂ@-inch lines for transmission purposes by a

I think, as I stated earlier, it would just

depend on what was shown to be necessary through an engineer-

ing analysis of this system what would be reguired.

Q So what you're saying is that you've got to
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That 5 correct;
tt,SO what I'd like to know is whether or not
that kind of a study ‘was made? |

'Atro ‘These plans have been approved by the
Deéartment of Natural Resources who make an investifﬂil
They approved the plans that have been drawn up and
by a reglstered profe331onal engineer., -

e . If youfllypardon my saying so, I doaét;tﬁinkat'
that's responsive to«the qﬁestion.' What I'm askingbfou‘is
whether or not-- - |

As I understood your answers to Mr. Cowan

about the adequacy of service--that s what I'm trylng to
explore. Did you make any sort of an englneerlng study as
an'engineer would as to the adequacy of theseftransmiea;onks
lihes based upon what you've just now said? |

A I did not personally do a pipe netvorkvanalysig;
of the flow requirements, but this is normally done atwthe |
Department of Natural Resources who have approved these plansgf

Q Well, okay. That's all right if you want to 1
say that.

All I'm trying to find out is what the Staff
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out,what you did. fThat's‘all I wantlto khewk

MR. COWAN: Your Honor, Mr. Logston has:tﬁ

a iﬁeredkthat question two or three times. 1It's repetitious.:'

fiﬁéﬁiect to it.
MR. FAIN: Let me jﬁet askrehe more'qeestibnr
along that line. E
BY MR. FAIN:
WQ“' As Irenderstood it, yoh,ﬁade‘no sortfdf ;n',¥"
independent study; that is, the Staff of the Coum1ssion, on.
’lthe adequacy of these 11nes for serv1ce purposes. In other
“werds, as I understand it, you took the word of ‘the other
aqency in that regard? G
A Yes, that s correct.‘
Q Now, let's go on to: thlS questlon of the

meter installations. As I understand from what Gary asked

you, it would be your recommendation that~meters be installed;
21 is that correct?
22 A That's correct.
23 Q@  Would this be during this igterim rate period,

24 or when would it be?

25 A I think, as I stated earlier, that upon the
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*Qf You're talking about precent eustomera aa;we
as future .customers?

A - That's correct.

:ﬁ' So they'd have to be dug in and dug'into and

r’housings be installed at this t;me’

"K_ | That's correct.

- Q | How much cost are we talking about for thet
esort of an installation? ;

A Normal installation costs, based upon my
experience, includlng the meter, would be approximately
5200' Sl

4fd $200 per customer with the meter and‘all
'installation? |

A That'ekcorrect. That includes labor.

'MR. FAIN: Thank you very much. I appreciate
yﬁﬁr testimony.
EXAMINER LORING: Any redirect?

MR. DUFFY: I don't think so.
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~excused.

‘ Let's go off the record.
ﬁ(off—tha e ord discu551on )
EXAMIEBR LORING-~ Let s go back on the record.p'
I take it then the Staff rests°‘ o
MR. DﬂFFY- Yes, the Staff rests its case.
EXAMINER Loaxnc~‘ Back off the record.
{ 1record discu351on.)

EXAMINER LORING" -Barck‘ on the record.

Mr. Cowan.

fMRitCOWAN: Are yom going to take up the

motion for contihuance fir§&2~

r, what I attempted to

"do there was,~becau§e‘of‘ﬁggcunQOdiy wé?ther we've had, to

get a reasonable tlme. Now, as’f,undérstoéd from.my

discussions with Gary and w1th you, the' 1nc11nat10n was to

go ahead on this-fanq'that'sxperfectly ali right with me--to

hear these people and set a time when my~ﬁitnesses could be
sure that they could'be~heré.

We're dealihg with eldefiy pepple. We're
dealing with people that--I know that I've h§d~some bad falls

I'm getting up to the point where I consider myself rather
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I was hoping for.

MR. COWAN: Mr, Examiner. we object

"_further delay in a decilion in this case. The

working

the 1ndiv1duals. They're entitled“to;know»wke

thlng 1t seems to me that people. pould poss 

would be the pro forma expense items; and we're willi g, > o

accept the figure54as developed by Mr.kNormanb

MR. DUFFY: Mr. Logston.

MR._COWAN: I'm sorry. Mr. Logston. deve16pga,f

by him. And we think that the Commission should iaéuénan

Order so that the future is pretty well plotged dn“ﬁhéther

this is a utility or not without further delagy.
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"finjfomtid k‘k‘ircv:ai,l’abie to the Staff, they thought that the

‘.Year now for uS'to find out where we stand;

18§~ ~expenses.

21

‘additional cost, the Company is willing toc go on an

;criginated,finethe first place;;by correspondence.kiny

aftans intthis area wereia public utility operatdon‘n‘
These men,contacted me, and I told them that I concurred. |
Consequently,;we filed this appllcatlon with
the vrew of cooperating w1th the Staff so they wouldn t have

to 1ssue show cause orders and all that. And it's taken a

ana wetluk -
there's ncﬁjustifiable reason for delaying:the casefany

further. 1It's experimental as far as rates are concerned

anywaY for 1 monthsor s“o’.
”;i'egid earlier that we intended,notftbrarggefd
with thekrate ércpeeed‘byrur;niogeton or,his projectipnfen;e;
We have’only one reservatien onethat; 1iffscnek
severe and unexpected costs should arlse, scch as furtherk
pumping costs doubled, obviously we couldn t underwrlte thak,
for 18 months. But, aside from some unexpected severe
experimental basis as proposed by the Commission Staff.
Now, I don't see how we can accomplish*arthing

One thing that seems to me that's important to Mr. Fain's
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'S0 we object. We think the record ou

'EXAMINER LORING: Does the staff haveka

| MRf DUFFY. We oppose the continuance of
today s hearing-r But I do not think that the staff will tak”“t"
a positlon 1n_any further contlnuance of thls case. We' 11~
let that be settled by the Intervenor and the Company.
EXAMINER,LORING: Let's go off the record a
second,; .
(Off-the-record dlscussion ) ‘
| | EXAMINER LORING- Let's go back on the record.dh
Atathféhtime;; '11 grant the application for a continuance |
to a date certain., [

Let' s go back off the record and dlscuss »

WHEREUPON, the noon recess was taken.
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 k'CouhSel“fot.the‘Appligant h#véf&VStatement?
‘MR, COWAN! Your Honor, based on your remarks |

earlier, I assume you have sustained Mr. Fain's motion for

" a continuance; and it's been reset for March 28, F79? Am I

correct on that?
 EXAMINER LORING: The hearing will be

continued for one az;y, Marén 28, 1979. |

MR. COWAN: Th‘zyaty;y_would be without further
notice? | | | |

EXAﬁINER LoRmG: Well, a notickefv‘riili be
issued. | | | | |

MR. cowm:“ With re"fe:rénkce to the subpoena

duces tecum issued at the request of Mr. Fain and our motions |

to quash, Mr. Fain and I have agreed--andll think he has

represented on the réébrd, but I'm notkSﬁre——that‘he didfﬂ6£ :;;
wish to pursue the réquest for the income tax returns. And‘]
if that is correctly stated, then I see no need for an order
on the motion to quash because it's been satisfied between
Mr. Fain and I.

He also had in his subpoena request for under-

lying records of the developers having to do with the
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them.‘ And he can copy whatever he wants to copy. subject\ o
'the representation that he will return them to us promptly,
_and we won‘tacontest the subpoena in that respect. So, an

‘far as I'm concerned, the record can show that we have

'ia piece of paper with a lead pencil.’fBut we'll give him whatF

pe: tion

one water s

voluntarily agreed to furnish those to Hr. FPain for his
examination. | k

I might say that it's my 1nformatlon-—1 a
haven'’ t seen them--that there's a lot of ‘them, some of them

awfully informal, as 1nforma1 as belng a ;ote scribbled on

ever we've got. And if he wantéfto copy it, that's'ali‘right}‘
And this is all subject to Mr;eTeyior~heing excused so thotf"
he won't have to coﬁe back in\March;

MR. FAIN: ‘Yoﬁr Honor, that'sksubstantially+fk;
that is correct as Mr. Cowan has stated it. and I would no
longer--in fact, I would withdraw that part of the subpoeno
pertaining to the income tax records because what I was
really after was the underlying numbers and I knew that they
would be there with the income tax records, And, as I under-
stand--

And I am in agreement with what Mr. Cowan has
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cd,‘that‘they ﬁiii;vblﬁntarily*ﬁakéfthoéé reoords‘icith t

first portion of my subpoena duces tecum av"

‘7coPy at some time between now and Ma :e~28; I w111 copy them

and receipt for them and then return thew to

;he s here in Jefferson City on another matter.

And I think that he will return Mr. Jim

.'?Norman. And Mr. Norman will be able to be cross-examined

on the various matters that are still remaining in that first
portion of the subpoena duces tecum.
And, with that, we would withdraw the subpoene‘”

duces tecum. We will" withdraw it, and they uon't be faced

with that consequence of the subpoena duces tecum.

EXAMINER LORING: very well. Is there any- -

- thing further to come before the Commiésion today?

(Mo response.)
EXAMINER LORING: Then the hearing will be
adjourned and continued until March 28,‘1979.n Thank you.

WHEREUPON, the hearing of this oase was

- continued until March 28, 1979.
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