
PUBLIC SERVICE CONMISSIO. 

At a hearing of the Public Service 

Commission, held in Jefferson City, 

Missouri, on the 11th 

January, • . . . . . . . . . 
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C 0 N S 0 L I D A T E D RECORD 

CASE NO. WA-78-170 

In the matter of the application of 
OZARK MOUNTAIN WATER COMPANY for 
(a.) a certificate of eof&Venience 
and necessity to distribute water 
as a public utility in varioqs 
ar,eas in ~·;ry and Stone Couat~es, 
Mis~i, and (b) to issue and sell 
3,000 s~s of Co.-on Stock with a 
par value·cJ;f t:e C$10) dollars each. 

CA,SE NQ. WF-78-171 

In the matter of the application of 
18 Lakeside Investment Company to hold 

tha ten (10%) percent of the 
19 n Stock issued by OZARK 

AIH 1D.DR COMPANY. 
20 A> 

~~--------------------------------
21 CA$E NO. WP-78-172 

22 In the matter of the application of 
TUrkey Mountain Estates, Inc., to 

23 bold more than ten (10%) percent of 
tbe Common Stock issued by OZARK 

24 MOmrl'AIN WATER COMPANY. 

25 

day of 

1979. 
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BEAJUHG EXAMINER. 

RBPORTED BY: 

Barb Skalla 
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LOUIS w. ·cOWAN, Attorney at Law, 
· 62& ~££ &uildiaq, 

spraflfae,ld,. Mj;ssouri 65805, 

FOR: 

CHARLES J. FAIN, Attorney at Law, 
333 Madison, 

.Jefferson City, Missouri 65101, 

GARY W. DUFFY, 

FOR: INTERVENOR, 
TURKEY MOUNTAIN HOMEOWlfi:RS .· 
ASSOCIATION NO. 1 AND He~ '2. 

Assistant General Counsel, 
P. o. Box 360, 
Jefferson City, Missouri 65102, 

FOR: THE STAfF OF '1'IIE COMMISSION .. 
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Auqust, 1978, the Commission, by Notice of Furtber 

da.:t .. the 5th day of Septentber, 1978, set this matte.>·.·····~~ for . . . 

further hearing on the 17th day of No~. 1978: theaee, . . . . . ~~ 

the Coaaission, by Notice of Change in Date of Further 

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

matter for further bP.aring on the 11th day of January, 1979, 

and the following proceedings were had: 

(Written Entries of Appearance Filed.) 

EXAMINER LORING: Let's go back on the record 

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

I take it that the appearances today are the 

same as we had on' Auqust 28, 1978; is that correct? 

MR. FAIN: With this addition, Your Honor.: 

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

17 Turkey Mountain Homeowners Association No. 2. 

18 EXAMINER LORING: Okay. The appearance sheet 

19 has been filed for them, I take it. 

20 

21 

22 

testimony? 

Does ::l:le Applicant have any more witnesses or 

MR. COWAN: No, Your Honor. We closed our 

23 case--I'm not sure the transcript_so diacloaes--at the 

24 original hearing. 

25 I would like to go off the record and have a 

175 
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(Of.f-tlle...;record discussion .. ). 

EXAMYNER , LORING: :Ltft:' s 

At this. tiae, the Staff JUY call 

MR. FAIN: Well, now, Your Honor, as ! 

end of the hearing at the other tiae, is tJtf.t.;._ 

We're not going to proceed with any turtler 

cross-examination of the Company•s witne8888 until latelr? 

Is that what you want? 

12 a ~nt. 

13 (Off-the-record discussion.) 

14 EXAMINER LORING: BacJt on the record. We~ ll. 

15 go with the Staff's case. 

16 MR. DUFFY: The Staff would like leave to ha:Ve 

17 an exhibit -~ked, S~aff Exhibit N~. 1. 

18 EXAMINER LORING: The Reporter ".ill lllllrk a 

19 pro forma profit and loss statement Staff EXhibit 1 for 

20 identification. 

21 (AT 'l'BIS TIME STAFF EXHIBIT HO. 1 WAS MARKED 

22 BY '1'BE REPORTER FOR THE PURPOSES OF IDBRTI~ICA'l'ION.) 

23 MR·. DUFFY: The Staff calls-~Mtke Loqaton. 

24 (At this time Mike Loqston watt duly sworn.) 

25 

,< I 176 --------------------------~ 



M I K B L 0 G S '1' 0 N, called as a 

witness in behal.f of the S'JUF, 

being duly sworn, testifie4, .-

follows: 

6 ·DIRECT EXAMINATION BY MR. DUFFY: 

7. State your name for the record, please. 

8 A. Michael Logston. 

9 By whom are you employed, Mr. LOgston? 

10 A. The Missouri Public Service Commission. 

11 In what capacity? 

12 A. I'm an Engineer in the Water and Sewer 

13 Utilities Department. 

Q. How long have you been an 89l.Qyee here? 

A. At this CoJBission, approximatelY 13 lllORths. 

could you give us a sumaary of your duties 

17 during that time? 

18 A. I • ve been involved in both field investigation 

19 and inspection of various water and sewer utilities in ·the 

2G st&te, and I've been working in establishing rates and 

21 tariffs for particularly small water and sewer companies. 

22 Q. Are you familiar with ozark MOuntain water 

23 COmpany, the Applicant in this case? 

24 Yes, I am. 

25 Q. Have you ever physically inspected the 

~--------------------------177 
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11 

12 

Ye.s, .I. have. 

i!t~ ;}ti)J;;.t inspection enabl.a you to &j{jfill' 

tJ.oae ~p1e that it seeks to serve in its appliO&t:ioa? 

Yes. 

What would be that opinion, or what is your· 

opinion? WOul:d they be able to? 

A. Yes. I think that the facilities presently 

in operation will serve the development in the reasonable 

foreseeable future. 

Are there water distributioll facilities in 

13 existence now down there? 

14 Yes. 

15 Are.t¥Y in operation? 

16 A. Yes, tdley are. 

17 0. Are there people receiving water through this 

18 distribution system? 

19 A. Yes. 

20 TO your knowledge, are those people paYlJ1CJ 

21 anything for that water? 

22 Yes, they are paying. I doQ't know exactly 

23 what the figure is, but they are paying for ~ water service 

24 0. At my request, did you prepare what has been 

25 marked for identification purposes as Staff Exhibit No. 1? 
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Co·~~~2:tou .describe that emibit, p~se, 
~ . :~ :~:~~s~:--~c, \ 

~f.cs~,jts to .. ~--.? 
:~ ~' :- _'.:,~\~ '· 

tor a ···c:a~~- year that outlines generally the 

expenses that would be incurred in the operation of this 

~terutility·and establishes a monthly charge to be levied 

against each customer, a flat charqe, and ilO lOOt "tO:.:tli. 
amount of water usage. 

Can you tell us where you or how you derived 

the· figures that ~ pre.-ent~ on this exhibit, in general 

terms? 

After inspecting the facilities that are 

14 in service and· from my. experience as to the cost of 

15 facilities of this type and this capacity, I arrived at a.> 

16 costs which are presented on this exhibit for the expenses 

17 that would be incurre4. 

18 

19 estimates? 

20 

21 

Are you telling me that these numbers are 

~- And the basis of those estillates is what? 

22 Your experience? 

23 

24 0. 

25 interim rates? 

Yes. 

WGll, did you characterize ~se rates as 
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2 
~ How long would you propose that they be in 

3 

4 
A. I propose they should be in effect a mini~ 

5 of 18 months. 

6 
~ And what will happen at the end of 18 months? 

7. 
A. At that time, the Staff will do an audit of 

8 

I 9· 
1:\;, 

the Company's records and books~ and, based upon findings 

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

• 10 

11 

I 12 
~--

~ Is that normal procedure in cases such as thi 

A. Yes, it is. 

~ Does the Staff have a position reqa~inq the 

I 13 

14 

i 15 
it-.:: 

installation of meters by this Company? 

A. Yes. ·The Staff feels that it would be 

advantageous for the Company to install water meters and 

I 16 m e t e r service to the customers. Of course 1 they would have 
\,, 17 

I U$ 

to also submit rules and regulations providing fo~ the meter 

installation and this type of--

- 19 0. Why are mete.rs advantageous? 

I 
20 

21 

~ They are a means by which the Company can 

better regulate the usage on the facilities. If the people 

I 22 have no limit to the amount of water that they can obtain 

23 

I 24· 

at a flat rate, they tend to be wasteful. ·And with meters, 

they pay for what they use: and so they're more conscientious 

I 25 as far as water consumption, which would allow less of a 

I ~·--------------------------180 



I 
a 
It 
I 
a, 

• I 
~ 
I 
I 
i 
I 
I 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

·~· ~iy:~·~kcilities. 

0. · How would you recomntend that: tile meters be 

paid for? 

J.. '!hat should be paid as a CIISt:ohtiier Qepoei.t. 

The Company should provide the facilities to iaatall 

meters as a connection charge to the cust0111ers. 

that tile Company start 

installing facilities for meters? 

A I~ would be the Staff's recaBBeftdation that, 

'!lPOn the issuance of the final Report and .Order·· from this 

case, that all new customers requeSting water service ha98 

. a meter setting installed at tbe time of connection. 'Ibis 

would include a meter well, a lid for the well, and a meter 

yoke. 

A meter not be installed at that time, but 

the Company should instigate a schedule of installing these 

meter setting facilities on all customers. And at a time 

when these settings are provided at each customer, then the 

meters be installed. 

0. Does the Staff 

daily consumption records? 

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

I believe, if my memory serves me correctly, that there are 

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

should be read daily and records kept as to the daily 

181--------------------------~ 
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A 

water aaaia breaks tbat ,..14111111* ~i.- Wl 

reqardiDfJ meters--are you asltinq the Colillliaaioa to order the 

~ny to do that~ or is it just a reo< I enlktioa that the 

Company do that? 

A. Now~ this is as far as i~iD9 ~rs? 

records. Should the Coladssion order tbe Cc~Bptny to do both 

procedures be followed? 

the meters at this ti.mel aad I think it ~• IMt a order 

p!K)bably that the .aster .. ters at eacll Well be read daily. 

I think that's a very important itea. 

continuing property records~ for this Compaay? 

A. Yes. The Company should file rules and 

requlations in accordance with 4 CSR 240, Rales 10 and 13. 

And they should maintain the continuinq property records on 

the facilities. 

~ WOuld your recommendation be that that also be 
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A. Ye•• 
tc 3. r::: , .. 4' 

.5 

(.l DO you )lave any further receuaaadations 

poaitious tbat you. Would like to announce? 

A. I don't think so at this tbte. 

t; 6 (.l Turning back to Staff Exhibit No. 1, 
,. 

I 7 

8 

~ 9 

anythinq on that exhibit that indicates a rate base for ·tlli"f 

Company? 

A. No. This was all contributed plant by the 

I 10 development company, and there was no facilities included as 

11 

I 12 

a rate base for r~te-makinq procedure. 

(.l Does it follow then that they ~ not seakinq 

I 13 to earn any return on a rate base? 

14 ~ That's correct. 

I 15 MR. DUFFY: Staff would offer Exhibit No. 1 

I 16 into evidence and tender the witness for cross. 

17 MR. FAIN: I 'd like to reserve rulinq until 

I 18 cross-examination has been completed. 

I 19 EXAMINER LORING: Sure. 

I 
20 

21 

MR. COWAN: We have no objection. 

CROSS-EXAMINATION BY MR. COWAN: 

I 22 (.l Mr. Logston, you spoke softly; and I'm not 

I 
23 

24 

sure I heard all that you said. 

Did you physically examine the existing water 

I 25 properties now owned by these various developers? 
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17 

18 

19 

20 

working conclition? 

1fe,11-cons.tructed ··properties? 

A. Yes:~ :.· · 

0. And a~ar to be adequate to seS':Ye ·a11~e 

JRaY a:eelt sen-ice, water service, within the proposed 

certifieated area? 

Yes, I think so. 

There will be some main extensions required? 

A. Yes. 

But, to the extent that t~tey:•.,e been built, 

they appear to be large enough and ad~ate to take care of 

the needs of the public? 

A. Yes. This, I belie-Ve, is a11 a residential 

area, so--

Fine. Now:., looking at Staff Bxhi.bit 1, as I . 

understand it, youi' judgment as to the operation and mainten­

ance expenses is based on your experience with the Commiss 

A. Yes. 

And, since this is a new entity, it would be 

21 difficult to do anything but make projections, estimates? 

22 

23. 

A. That's correct. 

There are no historical recbr4s insofar as 

24 this entity is concerned? 

25 MR. FAIN: Just a minute. Yo~ Honor, I obj 
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2.5 

MR. COWAN: If he doesn't lmow. Btlt 

·cowAN: 

~ From your examination, did Ozark Mountain 

Water Company provide water service in these areas? 

~ Yes, they did. 

~ Did it or the developers; namely, Lakeside 

Investment Company; Turkey Mountain Bstates, Inc.: Central 

Crossings, Inc.; and other companion corPorations, they're 

the ones that own the water properties at this time, are 

not, as far as you could tell from your investigations? 

~ Yes, that's correct. 

~ And ozark Mountain Water company, based on 

your investigation, owned nothing at the time of your 

investigation? 

~ That's correct. 

~ In fact, it didn't exist? 

~ Correct. 

~ Now, a moment ago you talked about the 

Company filing rules and regulations. Did you have in mind 

a tariff, a water tariff? 

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

Q, And ·the continuing property records are a 
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inlt~atiati~,~f·~~J~~, •• 

~ That's correct. 

lr 3 

4. 

I . ~~';;),,,;·· 
5 

\;,; 
,~]-, 

Q.. With re£erence to. your r~ endation on 

reading the master meter at the·wells ...... y, cO\tJ.d 

be done less often and still serve a useflll purpose? 

,~,· < 6 
A. I think that it's--

I 
7 

8 

Q. Like, every three days 

of daily? 

r· 9 
A. I think that it would be blportant to read 

I 
10 

11 

these meters on a daily schedule. 

consuming an operation. And it does give a fairly accarate 

I 12 check on how the system is operating. 

I 
13 

14 

MR. COWAN: I have no further questions. 

CROSS-EXAMINATION BY MR. FAIN: 

I 15 Q. Are there master meters installecl there now 

I 
16 

17 

at the wellhead? 

A. I believe there are. 

I 18 Q. Did you say you saw them there? 

I 19 A. Yes. 

20 

I 21 

Q. Are they the type that will make a printout 

automatically, or would they have to be read manually? 

I 22 A. They will have to be read manually, that's 

23 correct. 

I 24 Q. Following up on what Mr. Co¥aa asked you, I 

I 25 think we're all in agreement that thi.s ozark Mountain Water 

I ~----------------·----------186 
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14 

J 15 

I 
16 

17 

I 18 

I 19 

20 

I 21 

I 22 

23 

I 24 

I 25 

I 

of thinq, aren't we? 

A. , •• ~. 

Q. ·But· when you talk a))c)ut 

facilities, in actuality, aren't you talti.Dq l.tbeutthe 

developing corporations that planned to deed this over? 

A. Yes. 

Q. I thought that's what you were talkin9 abOuto. 

So I take it, in answering any of these questions, that that.· 

what you will be referring to, is the developing coapanies 

that owned the lots and sold the lots to the people ra~r 

than Ozark Mountain Water Company, ;hen you said .you •de 

inspections and that sort of thing, looked at the.facilities? 

A. I inspected the facilities that are to be 

turned over to the Company. 

Q. Right. Well, actually, when did you make your 

visit down there? What's the latest tille you were down there 

A. It was in March of 1978. 

Q. Have you been back since? 

A. No, I have not. 

Q. Do you know whether or not there have been any 

additional water facilities installed since you were there in 

March of '78? 

A. There have not been, to D¥ knowledge. 

Q. There's been no additional--no extension of 

lines? 
187--------------------------~ 
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17 

~ 18 

I 19 

20 

I 21 

I 22 

23 

I 24 

I 25 

I 

At .1;he time you made your iaapectio.s, 

any~~tempt i!o44!~e~e who hold* title to tiKt 

A. NO,. I did not. 

0. So you're not voicing any opinion on that., 

are you? 

A. No• .I just referred to the adequacy of the 

system. 

. 0. Have you made a study of the developers 

and records on their cos~s? 

A. No-. 

0. Now, in developing your pro forma profit 

loss statement for a calendar year as proposed by the! 

as I understand, you ~Jtated that this is based.upon a 

that you madeJ is that <::orrect? 

A. I wouldn.' t exactly say "based on a study." 

It's just based on my experience of the expenses incurred 

the operation of a system of this size. 

0. Well, let's explore that then. Bow many 

customers would be supplied at this time when you made up 

your pro forma? How many customers are we_ talking about? 

A. Approximately 200. 

0. What system did you compare tbis with? 

A. No one system in particular. We based it on 

188------------------------~ 
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I 13 

14 

I 15 

I 16 

17 

I 18 

I 19 

20 

I 21 

I 22 

23 

I 24 

I 25 

I 

for·pwapinq, 

the p-'P :·•na faci;~.ities to p~ thiis \,..t of ~~er . 
electric rates :foi~, you k~' ~ting a ~P>~;t'i·;:q . 

size. 

0. Well, then let's go into that item, if you 

want to. The fuel and power for pumping, I no~ that you 

have $4,480? 

A. That's correct. 

~ How did you develop the $4,480? 

A. As .I st;ated earlier, we .took an 

for.the cost of el.ctricity per kilowatt-hour, determined the 

horsepower rating for a pump to supply the amount of water 

for each individual system, and derived at an a1mual cost 

for the electricity. 

0. Well, an annual cost. All right. But to get to 

an annual cost, you probably had to develop a lllOnthly cost, 

did you not? 

A. I think we worked these on a yearly basis. 

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

0. DO you have some backup figures that show the 

$4,480 item for ele•tricity? 

~ Not with me at this time, no. 

0. But you do have in your work papers; is that 

correct? 

~-------------------------- 189 
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I 25 
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A. 

\..4· I #!Upp(>C#e that you got the 

Rural Eleetticc~~op 

A. I don't know if we have 

but ,e used an average figure that is normally used 

figuring this. 

I might also add that I believe that in the 

Company's original filing or testimony, that they bacl • 

figure for their yearly power consumption that we also used 

as a parallel guide. 

Q. In ac.tuality, you took their figure, didn't 

you? Let's face it. Isn't that what you did? Because 

precisely the same number of dollars. 

A. I don't know if that's correct or not. 

Q. Well, they show $4,480; and that's what your 

item shows. 

A. I thought we increased that a slight amount. 

We .did work through the calculations to check their figures.; 

I will say that. 

Q. Did you? 

A. Yes, we did. 

Q. Well, I think, without spending a lot of time 

on it, would you be willing to furnish me your backup figures 

on how you derived the cost of the electricity for pumping 

of $4,480? 

~-------------------------- 190 
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dtin•t. understana quite 

talJd .. !'lg about the~. Wlutt kind of a liability ins 

For .tile employee? To protect tile employee if ~ got 

or if he hurt ••one, 'or just what are you U:lking> 

there? 

I wouldassume that to be correct. 

~ Well, which one? 

A. For any injury occurred in t~ operation and 

maintenance of the utility • 

0. To other people, or to the employee? Which 

is it? 

A. I'd say probably to other people. 

0. To other people. So you're talking about a 

public liability policy; is that correct, as 

A. As far as I know. I'm not in the insurance 

business. I'm not aware of those--

0. Well, isn't the truth of the matter that you 

simply picked up that figure from their pro forma? 

A. I think I stated that at the beqinninq, yes. 

~ And "workmen's compensation,• the same thinq? 

A. That's correct. 

o. You made no independent study on either of 

those items, di.d you? 

A. That's correct. 

On "Property taxes," isn't the same thing true. . 

2oo-----------.--------------~ 
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25 

A. Yea;.··· .... 

You made no indepen~i st~ul,_~~ 
·,~~'". '':':$ ,> 

No. , '''::. 

And. "Miscellaneous g~~i-~1 
hoj;4s true for .that, doesn't it? 

~ I·f it's the same figure, that's correct. 

0. In other words, you made no independent stttdy 

like you·did on the electricity costa? 

A. That's co~rect. 

Q. That's what I'm trying to fiqure out, wba;.i! 

you made an independent study on. 

Now, on "Professional fees,• bow did you come 

up with the $500? 

A. Agai~,- drawing from our experience intbese. 

ma~~e-t:s, we felt that that would be an appropriate fee for 

the accounting that would be necessary for a company of thiJ~ 

size. 

~ I believe that you've stated already that 

there were DO pzvperty records or anything of that sort, no 

bookkeeping figures that you ever looked at1 isn't that true? 

A. That's correct. 

0. SO your inspection of the ~operties was thl! 

inspection of the subdivisions, wasn't it- ~ the wells and 

the pumps and so on? 

201----------~------------~ 
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facilitie.s. 

Q. You • .a ne;ver made any ins~~on> «lf&,~J'coi 

books or reeords of any of these de~~=~~ 

A. That is not really my jurisdiction• 

Q. Well 1 I understand • Can I take .it from 

that your answer is "no"? 

A. That's correct. 

Q. I mean, I'm not trying to--I'm just. trying 

to find out just what you did do and what's in existence. 

You dbn't know what records are in<ex:J.$tea~, 

do you? 

A. No. 

Q. Now, on the adequacy of service, dllJ you< ~it 

to any of the cust~j-s on the adequacy of servicequesiiion' 

A. Yesr I did. 

Q. Did you find out that a lot of those are two-

inch lines? 

A. Well, that may be. But as long as they're 

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

would be necessary. 

Q. Do you think that two-inch li~es, normally 
·" 
~ 

speaking--I'm asking you now as an expert an4 as an engineer 

i.n t.he water field. Is that normally cons~red good 
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.. A. 'lftlerc they would serve the needs 
;>"· • 

··.· · •... ~stoale1:~., · thtty .·. a:re very· adequate, yes. 

o. lfell.--

A. If .the number of custtomers showed that a 

line was necessary, we would require a larger line.~ 

Q. Well, isn't it true that you can't install 

any fire protection on two-inch linea?· 

9 That's correct. 

10 So that the Commission, in the past, hasn't 

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

12 could be no fire protection? 

13 1\. I don't think that fire protection was 

14 designed for this system. It's just for human consumption. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. I understand that. But we're talking about 

adequacy of service. And it's .-.y understanding that nowact-,ys 

there IS Very few .. SyStems that aft pUt in 1fi.tll two-inch 

transmission mai.ns. Now, it's something else again if you're 

stubbing out to one or two houses or something, but is it 

normal f:c) use two-inch lines for transmi.ssion purposes by a 

water COIIP&ny? 

A. I think, as I stated earlier, it would just 

depend on what was shown to be necessary ~ough an engineer­

ing analysis of this system what would be required. 

So what you're saying is that you've got to 
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at the nl,UIIbe r of 

ifu:j.,..rs to be served, and then .. k~-.f;,~ 

:~e ·ad~cy:, tight? 

A That's correct. 

~ So what I'd like to know is whether or not 

of a study was made? 

A These plans have been approved by the 

9 Department of Natural Resources who make an investiq•t~on.. 

10 'rbey approved the plans that have been draWn. up and &!t:tJigned 

11 by a reqistered professional engineer. 

12 If you'll .pardon my saying so, I don't. think 

13 that's responsive to the question. What I'm asking you is 

14 whether or not--

15 As I understood your answers to Mr. Cowan 

16 about the adequacy of service--that's what I'm trying to 

17 explore. Did you make any sort of an engineering study as 

18 an eng-ineer would as to the adequacy of these transmissi~ 

19 lines based upon what you've just now said? 

20 

21 

22 

23 

24 

25 

I did not personally do a pipe network analysis 

of the flow requirements, but this is normally done at the 

Department of Natural Resources who have approved these plans 

~ Well, okay. That's all right if you want to 

say that. 

All I'm trying to find out is what the Staff 
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you did. T~at's all I want to knew. 

A. As far as determining the a~y of the 

network? 

0. Yes. 

MR. COWAN: Your Honor, Mr. Loqston has 

an8wered that question two or three t:i.mes. It's repetitious. 

I object to it. 

MR. FAIN: Let me just ask one more question 

along that line. 

BY HR. FAIN: 

·o. As I understood it, you made no sort of an 

independent study; that is, the Staff of the COBRission, on 

the adequacy of these lines for service purposes. In other 

words, as I understand it, you took ·the word of the Q~r 

aqency in that regard? 

A. Yes, that's correct.· 

0. Now, let's go on to this question of t)le 

meter installations. As I understand from what Gary asked 

you., it would be your recommendation that meters be installed 

is that correct? 

A. That's correct. 

0. Would this be during this iqterim rate period, 

or when would it be? 

A. I think, as I stated earlier, that upon the 
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eu.f<~s a~e a448d to the system, a -.ter .&.DIIS~IU:.Jl•J:~~G~:n .,._.1:.LJ~-, .... 

that .. ·· 'is,, .. · 1:he meter wer:f~,~--r .... ~., 
~ " ' -- ---- - - -_ . ·" 

c- - '·-, /:'(·-\" - ' ' -- - :·_"':"- --~,_,, 
this metttr well, but no aet-hitia~·"; 

.· ,.fA\~Je time, and that installations of·, th.is tn>e .be ·Pl··. 

!cJC' ai:l custollers within the next year-and-a-half to 

Y:e.-:.period. 

0. You're talking about present custollers as weli: 

as future customers? 

A That's correct. 

0. So they'd have to be dug in and dug into and 

meter housings be installed at this time? 

A That's correct. 

0. How much cost are we talking about for that 

· sort of an inatallation? 

A. Normal installation costs, based upon my 

experience, including the meter, would be approximately 

$200. 

0. $200 per customer with the meter and all 

installation? 

A That's correct. That includes labor. 

MR. FAIN: Thank you very muc:;h. I appreciate 

yetur testimony. 

EXAMINER LORING: Any redirec~? 

MR. DUFFY: I don't think so. 
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EXAM.R ~ING: Let's go off the record. 
' ,-.--. -

.:>->~- . 

(Off-thtt..Ora86rd discussion.) 

!lXAM!JiflR LORIN(S: Let • s go back on the record • 

I take it then the Staff rests? 

Mr. Cowan. 

MR. Dt::I'FFY: Yes, the Staff rests its case. 

EXAMI~ER LOi!NG: )~ack off the record. 
'··,. ··~ 

·:. ; ' ... , 

(offl~J<le~;ecord.di~cu•sion.) 
· :EXAMr~:k LORING: Back on the record. 

MR. COWAN: Are yqa .. going to take up the 
,··:.~_;:;' .. 

lllOtion for continuance fir~? 

MR. E5N: Your ._,r, what I attempted to 

·do there was, because of 'ke ungodly weather we've had, to 

get a reasonable time. Now, as :!t' underst~ from. m.y 

discussions with Gary and with you, th~~inclination was to 

qo ahead on this--and that's perf~tly all right with me--to 

hear these people and set a time when mY· witnesses could be 

sure that they could be here. 

.. we•re dealing with elderly people. We're 

dea.U.ng with people that--! know that I've h•d some bad falls 

I'm getting up to the point where I consider myself rather 

207·----------~----------~ 
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Now, getting from Frog 

there on that Lake out 

delfJ't think they should be subjected 
:~/ 

hOp;i.ng that you could set a time when this 

be:bellind us when I could produce my witnesse$,. 

I was hoping for. 

MR. COWAN: Mr. Examiner, we object to a.nY:''' ·· 

fU+ther delay in a decision in this case. 

was filed almost a year ag<>, and my tranndttal 

noticed today is January 31, 1978. 

The uncertainty of the future in t)lis is 

working ~\.ardship, not only on the d•vel~~s, bU.t ~lso • 

the individuals. They're entitled to k!lOW-..ethira 

certificate is going to be granted. 

Now, based on what Mr. Fain sAd, i:b;~·<Jn.ly 

thing it seems to me that people \!ould possibly tall(; 

would be the pro forma expense itelllll; and we • re willing to 

accept the figures as developed by Mr. Norman. 

MR. DUFFY: Mr. Logston • 

MR. COWAN: I'm sorry. Mr. 

by him. And we think that the Commission llbould issue an 

Order so that the future is pretty well plotpd on whether 

this is a utility or not without further deltY· 
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7 

8 

9 

10 

originated, in the first place, by correspondence. 

recollection i$ ;tl\ere's one letter in the file, arid . 

. fti•s in evidenci:t..,..--I'm not sure on that--from. Mr. Mitten; .. . ... ·.·I. 

Assistant General Counsel, to the effect that, based ole)." 

information available to the Staff, they thouqht that the 

water o"'#ations in this area were a public utility operation 

These men contacted me, and I told them that I concurred. 

Consequently, we filed this application wi.th 

the view of cooperating with the Staff so they wouldn't have 

11 to issue show cause orders and all that. And it's taken a 

12 year now for us to find out where we stand.; And we think 

13 there '.s no justifiable reason for delaying the case any 

14 further. It • s experimental as far as rates are co.ncerned 

15 anyway for. 12 months or so. 

16 I s4id earlier that we intended not to argue 

17 with the rate proposed by Mr. Logston or his projection on 

18. expenses. We have only one reservation on that. ·If some 

19 severe and unexpected costs should arise, such as ~ther 

20 pumping costs doubled, obviously we couldn't underwrite. that 

21 for 18 months. Bu~, aside from some unexpected severe 

22 additional cost, the Company is willing to go on an 

23 experimental basis as proposed by the Commission Staff. 

24 Now, I don't see how we can accomplish a thing 

25 One thing that seems to me that • s important to Mr. Fain • s 
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papers? 

Ya•\' sfi'. 

I'm su:e we -4ii~rra~-~illat. 
Well , I mean, y&U ~.,. "th.'ellt now. don't you? · 

6 Not with me. 

7 Here in the building, down on the ninth 

8 I probably do. 

9 0. Couldn't you get thea at a recess and let me 

10 see them? 

11 A I imagine we could. 

12 MR. FAIN: Will that be aqreeable with you, 

13 that he does that at a recess? 

14 MR .. DUFFY: I taink it's a little-late to be 

15 fooling with .t.hia)but I'll agree. 

16 MR. PAIN: Well, I don't care what you think. 

17 EXAMINER LORING: Off the record. 

18 (Off-the-record discussion.) 

19 EXAMINER LORING: Let' s go back on the record. 

20 BY MR. FAIN: 

21 Q. Well, isn't the truth of the matter that you 

I 22 took the figure that they developed in their pro forma of 

~. 
23 

~r. 
24 ;:[~~~ ~ we took that figure, but ~ also checked it. 

$4,480? 

25 ~ And you're going to furnish me those papers, 
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them. 

-..-of your calculations? 

Ye.-~ It: I llave th(>se reccJmll~ I wlJ:l. 
. . - - ~ -:, : -, " .. - - - ~-

How, :~ ·~•·ume. ~t if iou ··coae· back •aJld· · say 
t.hat you don't have those records, does that mean that you 

I 
7 

······s 
4idn't make those calculations? 

A. -rb,at does not necessarily iadic&te that, no. 

I 9 ~ Well, then would it mean they had been 

a~ 
10 

11 

·destroyed or thrown in the wastepaper basket or something 

that nature? 

I 12 A. Y:e.s .. 

I 13 

14 

0. Now., on "Salary - overseer and aaintenance 

man," you cut their fi9Ure of $9,240,to $8,400? 

I 15 A. That's correct. 
{ 

' 
16 

17 

~ You out it by approximately $800? 

A. That's correct. 

I 18 ~ And "Payroll taxes," how did you ca1oulate 
) ;;_,; 

I 19 the payroll taxes? What payroll taxes are you talking. alxJut · 

'~V 20 

I 21 

in your $840 figure? 

A. The Company had supplied or the Applicant had 

I 22 supplied information as to--or supplied figures for salary 

23 for an·overseer and maintenance man. And as payroll taxes, 

I 24 they just included the 10 percent figure of that salary. 

I 25 That is the rationale that we used. 
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A That's correct. 

. . 

you make any independent calcula~:lons on ·· -~i:~iiij.,. 

or did you just simply talte their $.f»OO a~{~{ It $l1t:J? 

The Staff felt that the $500 fiqure would be 

adequate for an 18-month test period. The records after~-

you know, assuming that the Company would be certificated, 

. the records that would be submitted at the time of a ·Staff 

audit would either prove or disprove this fiqure: and it 

wou1d be adjusted at that time. 

p I take it that yow: an~r to that is. tha~ 

your part? 

~ That is correct. 

~ And I assume t~at the same thing is true of 

wRepairs of water plant"? 

~ That's correct. 

Q. Now, they had $1,800 down; .and you eut: that: 

to $1,500? 

A That's correct. 

~ Now, was that based upon any independent 

calc1llations or looking at any bills th1"~ \hey'·ve had in the 

past~ or did you simply look at their amended pro forma? 

~ I think that in the Applicant's records or 

193--------------------------~ 



recurring ·expense. .and that is 

that we cut~at figure.~. 
' ',>·:.· -

o.c··... ~.::~at .was on one of .the f:~r i tfmlS'? 

A. Yes, it ,as. 

0. Do you recall ~hich one that was? 

7 
A. No, I do not. 

8 Q. But that's the only cut in their repairs that 

9 you made; is that correct? 

10 A. That's correct. 

11 Q. So, actually then, that's based upon--the 

12 backup figures for getting at the $1,50ll is aCtually their 

13 amended pro forma, isn't it? 

14. A. I'm sorry. WOuld you repeat that question? 
•'. 

15 Q. Well, maybe I didn't make it e1ear. What 

16 saying is: When I say, "backup," do you understand what I 

17 mean? You've got to start from sone~ing. You can start 

18 from original cost. You can look at the invoices and 

19 determine how much it is and so on, or you can look at this 

:~' ''.) 

~· 
20 

21 

pro forma that they have supplied. So that's what I mean by 

"backup figures." 
·v. ;~"' 

cl~.:· 
;~;~'"' 

~~:~· ' 

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

~.·•z·l·.· .·.· · .. ;;,;:;!;' 

~1~1'!-t: 

23 

24 

or did you build up to $1,500? 

A We 'took their figure of $1,800 and subtractea 

·I 25 that expense that I mentioned earlier. 
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increased that pickup from--they<·~tilaated 

to $2,250; i;;j;~"E~igh~? 

A. '!bat~s correct. 

Q. What was your justi.c~:lcation on increas:ihg it 

~ve what they W,anted? 

A. Upon my investigation of the system, I was 

aware of the distance that must be traveled to daily inspect 

these wells and pumping equipment. This 15,009 miles per 

···10 year would allow for a daily inspection ()£.t:bese facilities 

11 and the mileage which would cover their operation and 

12 depreciation of that tr1;1ck; namely, the gas, oil, and tires 

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

14 

15 

16 

17 

fiqure. 

18 matter. 

19 

Q. DO you know what the oriqinal cost of the·· 

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

Q. Well, it would be an issue on the question of 

20 the depreciation, would it not? Or did yon just take it on 

2t the basis of mileage? 

22 The only expense I'm allowing is 

23 and operation of the vehicle. 

24 Q. You took it on the basis of mileage rather t 

25 depreciation, didn't you? 
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increased that pickup from-.... they,.tilaated 
' -,:/-1',' ,' \ 

co,..Ccc:.~c"*cc you•' ve incre;lil~ i~ to $2 f' 250; is·. ~\fignt? 

A. '!hat's oorrect. 

0. What was your just.j:!ication on increasing it 

what they cwanted? 

A. Upon my investigation of the system, I was 

aware of the distance that must be traveled to daily inspect 

9 these wells and pumping equipment. This 15,000 miles per 

10 year would allow for a daily inspection oftbese facilities 

11 and the mileage which woulcd cover their operation and 

12 depreciation of that tr1;1ck; namely, the gas, oil,. and tires 

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

14 figure. 

0. no you know what the original cost of the. 

16 pickup is? 

17 That doesn • t appear to be an issue in this 

18 matter. 

19 0. Well, it would be an issue on the question of 

20 the depreciation, would it not? Or did you just take it on 

21 the basis of mileage? 

22 The only expense I'm allowing is fuel and 

23 and operation of the vehicle. 

24 You took it on the basis of mileage 

25 depreciation, didn't you? 
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Q. 

.15,000 ntiles ~:year; is that 

A. :,0~ct's ~orrect. 

Q. But you didn • t take any irldtipfmdent ~--!tl\g 

front the pickup or anything of that sort? 

No. I'm basing that on the actual distance 

between wells that they would. have to inspect on a daily 

basis. 

Q. That's because there's quite a few Rliles 

between Turkey Mountain No. 1 and No. 2: is that ri<.Jht? 

That's correct. 

Q. One is in Stone County and one is in Barry. 

And you figured he'd have to run back and forth; is that 

right? 

A. Well, if we require them to make a daily 

inspection, that's the mileage that they will incur. 

Q. Would it be your thought that the Commisaion 

would actually require them--getting that detailed as to 

require them to make daily inspection? I didn't realize that 

you got into that kind of detail, telling thea bow many 

inspections they had to make. 

A. Well, if the Public Service.Coa\ission does 

not, the Department of Natural ResourcP.s would. 

Would require daily inspection? 
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How did you arrive at the bookkeeper fee? 

._ It'·s an estimation. 

Q. They estimated $1,800. You've out it to 

$1,200? 

k That's correct. 

Q. From what you say there, you estimated it 

would take one ~ka month to do the books? 

A. To do the billing, that's correct. 

Q. Well, would that take in, not olily ~:b±ll 

but the keepinq of t:Jle books of the Company? 

A That's correct • 

0. So t~#'s what you estimate that it would take 

one bookkeeper one weekeach month: is that r:i.i}-t? 

words, 52 weeks a year to do the books? 

A. That's correct. 

Q. Twelve weeks? 

A. Yes, 12 weeks. That's right. 

Q. Twelve weeks, three months, to do the books. 

Now, "Office supplies," that'~ the same as 

what they estimated, $490. Is that for mailing out the bills 
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re~nding .Onthly billing? 

schedule. It's whatever is the ~t convenient and 

7 economic and feasible for the company. 

8 Q. Well, not only for i:he Company. but ·for the 

9 users; is that correct? 

10 A. Well, yes, that woul=ci~ correct. 

11 Q. As I recall, the Staff had been ma.kinq some 

12 studies along the lines of billing for water coapaai••· 

13 Has the Staff completed some studie.s along the lines of 

14 the most economic billing for a water cODtpany? 

15 A. I'm not aware of that study. I have not been 

16 involved in it. 

17 Q. Well, isn't it> true that tbere • s very few 

18 successful water operations that do bill 110nthly? Don't most 

19 of them bill quarterly or even some of them every six months? 

20 A. It depends on the individual utility. I know 

21 that all public water supply districts, to my knowledge, bill 

tl 22 on a monthly basis. 

'<~., " 23 

'I ·~~ .. 
24 

Q. Well, we're talking about utility operations 

under the control of the Commission. 

I 25 A. Well, the water company, you know, they have 
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that regard. 

Aite :YO~: s~ylng that most. Qf tN1Ja .~ 

··:~··/·nthly ba$is·~ in Missouri? 

A.. Yes. 

0. $nell water companies? 

7 A. That is correct-. 

8 Q. And that's how you would set this up, and 

9 that's what you would recommend for this Company? 

10 A. At this particular time, yes. 

11 ~ Now, I note that on "Insurance,• 

12 the sa!lle fiqure that they had in their pro forma; is that 

t 
13 

14 

correct? 

A. Tha~'s correct. 

l 15 · Q. What kind of insurance is that? 

r 
16 

17 

A. Just general insurance and workmen's 

compensation. I •m not aware of their insurance policies 

I 18 the coverage on it. 

I 19 

20 

Q. Now, the workmen's compensation is a different 

item. But what's that "general insurance"? What is that? 

I 21 A. My estimation--and I'm not for sure on this. 

I 22 

23 

But I would say it .would be liability on tbe facilities. 

Q. Are you talking about a li~ility policy? Is 

I 24 that what you are talking about on that $600 item? 

I 25 A. Yes. 
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dtin•t. understana quite 

talJd .. !'lg about the~. Wlutt kind of a liability ins 

For .tile employee? To protect tile employee if ~ got 

or if he hurt ••one, 'or just what are you U:lking> 

there? 

I wouldassume that to be correct. 

~ Well, which one? 

A. For any injury occurred in t~ operation and 

maintenance of the utility • 

0. To other people, or to the employee? Which 

is it? 

A. I'd say probably to other people. 

0. To other people. So you're talking about a 

public liability policy; is that correct, as 

A. As far as I know. I'm not in the insurance 

business. I'm not aware of those--

0. Well, isn't the truth of the matter that you 

simply picked up that figure from their pro forma? 

A. I think I stated that at the beqinninq, yes. 

~ And "workmen's compensation,• the same thinq? 

A. That's correct. 

o. You made no independent study on either of 

those items, di.d you? 

A. That's correct. 

On "Property taxes," isn't the same thing true. . 
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A. Yea;.··· .... 

You made no indepen~i st~ul,_~~ 
·,~~'". '':':$ ,> 

No. , '''::. 

And. "Miscellaneous g~~i-~1 
hoj;4s true for .that, doesn't it? 

~ I·f it's the same figure, that's correct. 

0. In other words, you made no independent stttdy 

like you·did on the electricity costa? 

A. That's co~rect. 

Q. That's what I'm trying to fiqure out, wba;.i! 

you made an independent study on. 

Now, on "Professional fees,• bow did you come 

up with the $500? 

A. Agai~,- drawing from our experience intbese. 

ma~~e-t:s, we felt that that would be an appropriate fee for 

the accounting that would be necessary for a company of thiJ~ 

size. 

~ I believe that you've stated already that 

there were DO pzvperty records or anything of that sort, no 

bookkeeping figures that you ever looked at1 isn't that true? 

A. That's correct. 

0. SO your inspection of the ~operties was thl! 

inspection of the subdivisions, wasn't it- ~ the wells and 

the pumps and so on? 
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facilitie.s. 

Q. You • .a ne;ver made any ins~~on> «lf&,~J'coi 

books or reeords of any of these de~~=~~ 

A. That is not really my jurisdiction• 

Q. Well 1 I understand • Can I take .it from 

that your answer is "no"? 

A. That's correct. 

Q. I mean, I'm not trying to--I'm just. trying 

to find out just what you did do and what's in existence. 

You dbn't know what records are in<ex:J.$tea~, 

do you? 

A. No. 

Q. Now, on the adequacy of service, dllJ you< ~it 

to any of the cust~j-s on the adequacy of servicequesiiion' 

A. Yesr I did. 

Q. Did you find out that a lot of those are two-

inch lines? 

A. Well, that may be. But as long as they're 

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

would be necessary. 

Q. Do you think that two-inch li~es, normally 
·" 
~ 

speaking--I'm asking you now as an expert an4 as an engineer 

i.n t.he water field. Is that normally cons~red good 
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.. A. 'lftlerc they would serve the needs 
;>"· • 

··.· · •... ~stoale1:~., · thtty .·. a:re very· adequate, yes. 

o. lfell.--

A. If .the number of custtomers showed that a 

line was necessary, we would require a larger line.~ 

Q. Well, isn't it true that you can't install 

any fire protection on two-inch linea?· 

9 That's correct. 

10 So that the Commission, in the past, hasn't 

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

12 could be no fire protection? 

13 1\. I don't think that fire protection was 

14 designed for this system. It's just for human consumption. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. I understand that. But we're talking about 

adequacy of service. And it's .-.y understanding that nowact-,ys 

there IS Very few .. SyStems that aft pUt in 1fi.tll two-inch 

transmission mai.ns. Now, it's something else again if you're 

stubbing out to one or two houses or something, but is it 

normal f:c) use two-inch lines for transmi.ssion purposes by a 

water COIIP&ny? 

A. I think, as I stated earlier, it would just 

depend on what was shown to be necessary ~ough an engineer­

ing analysis of this system what would be required. 

So what you're saying is that you've got to 
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ifu:j.,..rs to be served, and then .. k~-.f;,~ 

:~e ·ad~cy:, tight? 

A That's correct. 

~ So what I'd like to know is whether or not 

of a study was made? 

A These plans have been approved by the 

9 Department of Natural Resources who make an investiq•t~on.. 

10 'rbey approved the plans that have been draWn. up and &!t:tJigned 

11 by a reqistered professional engineer. 

12 If you'll .pardon my saying so, I don't. think 

13 that's responsive to the question. What I'm asking you is 

14 whether or not--

15 As I understood your answers to Mr. Cowan 

16 about the adequacy of service--that's what I'm trying to 

17 explore. Did you make any sort of an engineering study as 

18 an eng-ineer would as to the adequacy of these transmissi~ 

19 lines based upon what you've just now said? 

20 

21 

22 

23 

24 

25 

I did not personally do a pipe network analysis 

of the flow requirements, but this is normally done at the 

Department of Natural Resources who have approved these plans 

~ Well, okay. That's all right if you want to 

say that. 

All I'm trying to find out is what the Staff 
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you did. T~at's all I want to knew. 

A. As far as determining the a~y of the 

network? 

0. Yes. 

MR. COWAN: Your Honor, Mr. Loqston has 

an8wered that question two or three t:i.mes. It's repetitious. 

I object to it. 

MR. FAIN: Let me just ask one more question 

along that line. 

BY HR. FAIN: 

·o. As I understood it, you made no sort of an 

independent study; that is, the Staff of the COBRission, on 

the adequacy of these lines for service purposes. In other 

words, as I understand it, you took ·the word of the Q~r 

aqency in that regard? 

A. Yes, that's correct.· 

0. Now, let's go on to this question of t)le 

meter installations. As I understand from what Gary asked 

you., it would be your recommendation that meters be installed 

is that correct? 

A. That's correct. 

0. Would this be during this iqterim rate period, 

or when would it be? 

A. I think, as I stated earlier, that upon the 
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eu.f<~s a~e a448d to the system, a -.ter .&.DIIS~IU:.Jl•J:~~G~:n .,._.1:.LJ~-, .... 

that .. ·· 'is,, .. · 1:he meter wer:f~,~--r .... ~., 
~ " ' -- ---- - - -_ . ·" 

c- - '·-, /:'(·-\" - ' ' -- - :·_"':"- --~,_,, 
this metttr well, but no aet-hitia~·"; 

.· ,.fA\~Je time, and that installations of·, th.is tn>e .be ·Pl··. 

!cJC' ai:l custollers within the next year-and-a-half to 

Y:e.-:.period. 

0. You're talking about present custollers as weli: 

as future customers? 

A That's correct. 

0. So they'd have to be dug in and dug into and 

meter housings be installed at this time? 

A That's correct. 

0. How much cost are we talking about for that 

· sort of an inatallation? 

A. Normal installation costs, based upon my 

experience, including the meter, would be approximately 

$200. 

0. $200 per customer with the meter and all 

installation? 

A That's correct. That includes labor. 

MR. FAIN: Thank you very muc:;h. I appreciate 

yetur testimony. 

EXAMINER LORING: Any redirec~? 

MR. DUFFY: I don't think so. 
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EXAM.R ~ING: Let's go off the record. 
' ,-.--. -

.:>->~- . 

(Off-thtt..Ora86rd discussion.) 

!lXAM!JiflR LORIN(S: Let • s go back on the record • 

I take it then the Staff rests? 

Mr. Cowan. 

MR. Dt::I'FFY: Yes, the Staff rests its case. 

EXAMI~ER LOi!NG: )~ack off the record. 
'··,. ··~ 

·:. ; ' ... , 

(offl~J<le~;ecord.di~cu•sion.) 
· :EXAMr~:k LORING: Back on the record. 

MR. COWAN: Are yqa .. going to take up the 
,··:.~_;:;' .. 

lllOtion for continuance fir~? 

MR. E5N: Your ._,r, what I attempted to 

·do there was, because of 'ke ungodly weather we've had, to 

get a reasonable time. Now, as :!t' underst~ from. m.y 

discussions with Gary and with you, th~~inclination was to 

qo ahead on this--and that's perf~tly all right with me--to 

hear these people and set a time when mY· witnesses could be 

sure that they could be here. 

.. we•re dealing with elderly people. We're 

dea.U.ng with people that--! 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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Now, getting from Frog 

there on that Lake out 

delfJ't think they should be subjected 
:~/ 

hOp;i.ng that you could set a time when this 

be:bellind us when I could produce my witnesse$,. 

I was hoping for. 

MR. COWAN: Mr. Examiner, we object to a.nY:''' ·· 

fU+ther delay in a decision in this case. 

was filed almost a year ag<>, and my tranndttal 

noticed today is January 31, 1978. 

The uncertainty of the future in t)lis is 

working ~\.ardship, not only on the d•vel~~s, bU.t ~lso • 

the individuals. They're entitled to k!lOW-..ethira 

certificate is going to be granted. 

Now, based on what Mr. Fain sAd, i:b;~·<Jn.ly 

thing it seems to me that people \!ould possibly tall(; 

would be the pro forma expense itelllll; and we • re willing to 

accept the figures as developed by Mr. Norman. 

MR. DUFFY: Mr. Logston • 

MR. COWAN: I'm sorry. Mr. 

by him. And we think that the Commission llbould issue an 

Order so that the future is pretty well plotpd on whether 

this is a utility or not without further deltY· 
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10 

originated, in the first place, by correspondence. 

recollection i$ ;tl\ere's one letter in the file, arid . 

. fti•s in evidenci:t..,..--I'm not sure on that--from. Mr. Mitten; .. . ... ·.·I. 

Assistant General Counsel, to the effect that, based ole)." 

information available to the Staff, they thouqht that the 

water o"'#ations in this area were a public utility operation 

These men contacted me, and I told them that I concurred. 

Consequently, we filed this application wi.th 

the view of cooperating with the Staff so they wouldn't have 

11 to issue show cause orders and all that. And it's taken a 

12 year now for us to find out where we stand.; And we think 

13 there '.s no justifiable reason for delaying the case any 

14 further. It • s experimental as far as rates are co.ncerned 

15 anyway for. 12 months or so. 

16 I s4id earlier that we intended not to argue 

17 with the rate proposed by Mr. Logston or his projection on 

18. expenses. We have only one reservation on that. ·If some 

19 severe and unexpected costs should arise, such as ~ther 

20 pumping costs doubled, obviously we couldn't underwrite. that 

21 for 18 months. Bu~, aside from some unexpected severe 

22 additional cost, the Company is willing to go on an 

23 experimental basis as proposed by the Commission Staff. 

24 Now, I don't see how we can accomplish a thing 

25 One thing that seems to me that • s important to Mr. Fain • s 
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·. brin~',t;he .case to>~ conclusion and h&pefully cut·''~IQ1m\~--~' 

getting-sta't"ted cos.ts • 

So we object. we think the reeord ought to· 

be cloSed today. 

EXAMINER LORING: Does the Staff haw 

MR. DUFFY: We oppose the continuance of 

today's hearing. But I do not think that the Staff will 

a position in ~y further continuance of this case. We'll 

let that be settled by the Intervenor and the company. 

EXAMINER LORING: Let's go off the record a 

second. 

(Off-the-record discussion.) 

EXAMINER LORING: Let's go back on the record. 

At this time, I'll grant the application for a continuance 

to a date certain. 

Let's go back off the record and discuss thi$. 

WHEREUPON, the noon recess was taken. 
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this case was continued, and the followinq proceedings were. 

had: 

E~t$R. 1J(}MNG: Let's qo back on ·.the 

Does Counsel for the ApPlicant have a statement? 

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, '79? Am I 

correct on that? 

EXAMINER LORING: The hearinq will be 

continued for one day, March 28, 1979. 

MR. COWAN: That would be without further 

notice? 

EXAMINER LORING: Well, a notice will be 

issued. 

MR. COWAN: With reference to the subpoena 

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

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

19 represented on the record, but I'm not sure--that he did not 

20 wish to pursue the request for the income tax returns. And 

21 if that is correctly stated, then I see no need for an order 

22 on the motion to quash because it's been satisfied between 

23 Mr. Fain and I. 

24 He also had in his subpoena request for under-

25 lying records of the developers having to do with the 
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there's JROre· t-ha:a 

one water system, but these properties in question. 

comp~es have some of those records, and we will volun.c..-Jr'"'""""""' 

·· submi.t what records we have> to Mr. t:a~n. He'll receipt 

them. And be can copy whatever he wants to copy, subject to 

the representation that he will return them to us promptly7 

and we won • t contest the subpoena in that respect. So, as 

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

voluntarily agreed to furnish those to Mr. Fain for his 

examination. 

I might say that it's my information--! 

haven't seen them--that there's a lot of them, some of them 

awfully informal, as informal as being a :.:.ote scribbled on 

a piece of paper with a lead pencil. But we'll give him what 

ever we've got. And if he wants to copy it, that's all right 

And this is all subject to Mr. Taylor being excused so that 

he won't have to come back in March. 

MR. FAIN: Your Honor, that•s substantia.lly-­

that is correct as Mr. Cowan has stated it. And I would no 

longer--in fact, I would withdraw that part of the subpoena 

pertaining to the income tax records because what I was 

really after was the underlying numbers and I knew that they 

would be there w:i.th the income tax records~ And, as I under­

stand--

And I am in agreement with what Mr. Cowan has 
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a.ta~Cid, that they will voluntarily make those. records in that 

first portion of my ~poena duces tecum avulable for -\ ;to 

copy at some time between now and March 28. 

and receipt for them and then return· them to Mr • Cowan whii:e 

he's here in Jefferson City on another matter. 

And I think that he will retum 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 su))poena 

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

with that consequence of the subpoena duces tecum. 

EXAMINER LORING: Very well. Is there any­

thing further to come before the conaission today? 

(1'1o response • ) 

EXAMINER LORING: Then the hearing will be 

adjourned and continued until March 28, 1979. Thant you. 

WHEREUPON, the hearing of this case was 

continued until ¥~rch 28, 1979. 

: ~ 
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