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PROCEEDI NGS

JUDGE DI PPELL: We'll go ahead and go on the
record. Al right. Good norning. This is Septenber
17, 2019. W're here for an evidentiary hearing in Case
No. WA-2019-0185. M nane is Nancy Dippell. [I'mthe
Regul at ory Law Judge assigned to preside over this
matter. And we've, like | say, cone here today. This
is In the Matter of the Application of Osage Utility
Operati ng Conpany, Inc. to Acquire Certain Water and
Sewer Assets and for a Certificate of Conveni ence and
Necessity.

We bifurcated this hearing. It was originally
i nvol ving both Osage Water and the Reflections Water and
Sewer Systens. W bifurcated the hearing to only
address the application with regard to the Osage Water
Conpany. |s Reflections present today or Great Southern
Bank? kay. | just wanted to doubl e check because |
had excused them but it dawned on ne that they nay not
have wanted to be excused fromthis particul ar hearing.

So we'll begin then with entries of
appearance. Gsage Uility Operating Conpany?

MR, COOPER: Thank you, Your Honor. Dean
Cooper and Jennifer Hernandez of the |law firm of Brydon,
Swear engen & Engl and, PC appearing on behal f of Osage
Uility Operating Conpany, Inc. The court reporter has

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

JUDGE DI PPELL: Conm ssion Staff?

M5. PAYNE: Witney Payne and Mark Johnson on
behal f of the Staff of the M ssouri Public Service
Commi ssion, and our information has been previously
provided to the court reporter.

JUDGE DI PPELL: COffice of Public Counsel ?

MR. HALL: Good norning, Judge. Caleb Hall
appearing on behalf of the O fice of Public Counsel. M
contact information has al so been previously provided to
the court reporter.

JUDGE DI PPELL: Public Water Supply District?

MR, ELLSWORTH: Good norning. Aaron
Ell sworth. | represent Public Water Supply District No.
5, Lake Area Wastewater Association, and M ssouri Water
Association. 1've also prefiled ny information.

JUDGE DI PPELL: Cedar d en Condom ni um Omers
Associ ation?

MR. COWLEY: Thank you, Judge. Let the record
reflect the entry of Mark W Conl ey and Newran, Comley &
Rut h on behalf of Cedar d en Condom ni um Oaners
Associ ation. Like everybody el se, our business address
has been supplied to the court reporter already.

JUDGE DI PPELL: And | previously asked and no

one for Great Southern or the Refl ections Condom ni um

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662
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Omers Association is present. So initial remarks. |If
all woul d pl ease sil ence your el ectronic devices, that
woul d be very nuch appreciated. W previously before we
went on the record | assigned bl ocks of nunbers to the
prefiled exhibits or to the parties for their exhibits.
We'l|l take those up as they're offered. | wll assign a
speci fic nunber to those.

So we have sone pending notions to strike.
Cedar G en Condom ni um Omers Association filed a notion
to strike portions of the testinony of Todd Thonas and
Josi ah Cox. Public Water Supply District and Lake Area
Wast ewat er Associ ation and M ssouri Water Associ ation
filed notions to strike portions of Todd Thomas and
Josiah Cox's testinony. And there was a notion to
strike filed by Gsage Utility Operating Conpany to
strike portions of testinony and limt the scope of the
proceeding. | amgoing to deny all of those notions to
strike. That's all I'"'mgoing to say about that. [|'m
goi ng to deny those.

Wth regard to the alternative notion for
| eave to file testinony in response, obviously we're
here at the hearing. So I'mnot going to delay the
procedural schedule to allow witten testinony to be
filed. However, even though the normal proceeding is to

have surrebuttal and that be the final word besi des

TI GER COURT REPORTI NG LLC
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cross-examnation, | think that the issues raised in

t hese cases, that being the qualifications of the
alternative bidders, or Joint Bidders, whether or not
there's a better alternative or an alternative that is
| ess detrinmental to the public interest or nore in the
public interest. | think those are inportant issues
that the Comm ssion is going to need in making its
decision. So what I'mgoing to allowis on direct |I'm
going to allow the intervenors to elicit testinony on
di rect about that surrebuttal issue.

And again, this is unusual but this is an
unusual case. |It's a case that wth regard to Gsage
Wat er Conpany i s obviously a conpany well known to the
Comm ssi on, been in receivership for a long tinme, been
i n bankruptcy, and | think that the Comm ssion needs
every fact and every bit of information that it can to
nmake a good decision so that we can get this utility
t aken care of.

Al so, the Comm ssion directed staff to file a
revi sed recommendati on specifically wanting infornmation
about the acquisition prem um and the way that
bi furcating the hearing had affected that and Staff did
file supplenental testinony on Friday. And I'mgoing to
give the parties an opportunity, and | said so in the

Order, the Comm ssion said inits Oder that it would

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

16



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

give the parties an opportunity to present rebuttal to
that new information. So again on your direct testinony
| wll allowdirect testinony in rebuttal to that new
informati on that was provided by Staff. W're not going
to go down the road of rehashing the entire direct
testi nony, but you wll have an opportunity to respond
to the new information provided by Staff.

So are there any questions about that?

MR, ELLSWORTH:  Your Honor, one question.
Wth respect to our alternative notion, there are a
nunber of docunents that | requested through data
requests of GCsage Uility Qperating Conpany with respect
to the systens operated by Central States just basically
asking for their notices of violation as well. That

hasn't been produced yet. They needed additional tine.

| understand that. | was in the sane position
previously. |'ve also nade a request, Sunshine request
to the Mssouri Departnent of Natural Resources. 1|'d

ask permssion to file those docunents at a |ater date

as well when they are provided. | think they are
relevant in the fact that it wll show -- they obviously
want to show we have notices of violation. | think it's

fair that we have the opportunity to show their notices
of violation as well.

JUDGE DI PPELL: Let's address that when we get

TI GER COURT REPORTI NG LLC 17
WAV TI GERCR. COM  573. 999. 2662
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to cross-exam nation on that point. | don't want --
Like I say, I'mnot going to delay the hearing waiting
on those.

MR, ELLSWORTH:  Absol utely.

MR. COOPER: Yeah --

JUDGE DI PPELL: Go ahead, M. Cooper.

MR. COOPER: |'msorry, Judge. The point that
we woul d make, too, is that tine hasn't passed to
respond to those. W're not sitting here today because
the Conpany is late in responding to any data requests.

JUDGE DI PPELL: | understand. Let's address
t hat when we get to cross-exam nation on that topic. |Is
t here any other questions or prelimnary?

MR, COOPER: | would ask for | think one
consi deration given how you' ve outlined how we're going
to proceed today and that is perhaps after opening
statenments and before we go to our first witness if we
could break for a few mnutes just to tal k about how we
want to handle that | would appreciate it.

JUDGE DI PPELL: W can take a break after
openi ng. Sounds reasonable. Al right then. | think
we can go ahead and begin with those openings. So we'll
begin -- This is going to be a little conplicated
because there are so nmany | ong-naned parties and

acronyns and we're tal king about Osage Water Conpany but

TI GER COURT REPORTI NG LLC 18
WAV TI GERCR. COM  573. 999. 2662
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the applicant is Gsage Uility Qperating Conpany. So |
just want to nake sure that everybody tries to be clear
so that the record reflects when you're tal ki ng about
Gsage if you're tal king about Osage Water Conpany or
Gsage Utility and maybe we can conme up with a better
reference for the applicant. If you'll try to be clear
about which entity you're actually questioning W tnesses
about .

Al right. Let's go ahead and begin then with
t he Conpany, Osage Uility Operating Conpany.

MR. COOPER. Good norning. M nane is Dean
Cooper. I|I'mrepresenting Osage Utility Operating
Company, Inc. this norning in its application in this
case.

In this hearing, of course, we're going to
address QUOC s application to purchase certificates of
conveni ence and necessity and water and sewer assets of
Osage Water Conpany. Good thing we handed it out.
That's kind of small on the screen.

At present, Osage Water Conpany provi des water
service to approxi mately 402 custoners and sewer service
to approxi mately 420 custoners in Canden County,

M ssouri. This includes four service areas: The Cedar
A en service area, which I'msure you'll hear nore about

t oday, which has approximately 216 water connections and

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

19



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

216 sewer connections, Chel sea Rose service that has
approxi mately 42 water connections and 38 sewer
connections, Cimarron Bay service area with about 110
wat er connections and sewer connections, and the H ghway
KK service area which has two subdivi sions, Eagle Wods
and Golden d ade. In Eagle Wods, there's currently 33
honmes connected to the water system and wast ewat er
service is provided to 33 hones in that sane subdi vision
and 23 hones in the Gol den d ade subdi vi si on.

The Staff's recommendati on, which is a part of
Ms. Dietrich's testinony in this case, describes these,
does a pretty nice job of describing these systens at a
hi gh | evel .

Due to certain decisions by conpany
managenent, failure to properly construct, and failure
to properly maintain the water and sewer systens, there
are several conpliance issues that need to be addressed.
Sone of the facilities are operating wthout permts
from DNR; and at | east one wastewater treatnent system
is in such a state of repair that wastewater is
bypassi ng treatnent processes.

Gsage Water, as the judge alluded to, has had
a difficult past. It first obtained a CCN in 1989 to
operate as a water and sewer utility. It obtained a

variety of certificates after that. By Decenber 10 of

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662
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2002, the Conmm ssion had issued a Report and O der
indicating this Osage had been effectively abandoned by
its owners and that it was unable or unwilling to
provi de safe and adequate service to its custoners.

Gsage Water Conpany was placed into pernanent
receivership in Cctober of 2005 by the Canden County
Crcuit Court. At that time in 2005, the Crcuit Court
further directed the receiver to |iquidate Csage Water
Conpany' s assets as quickly as practical on terns that
protect the interests of the custoners. So here we are
about 14 years later trying to work a sale.

I n Cctober of 2017, with perm ssion fromthe
circuit court, Osage Water Conpany filed for Chapter 11
bankruptcy and a bankruptcy trustee was appoi nted.
Osage Water Conpany's assets were |iquidated by the
bankruptcy trustee using a bidding procedure, and on
Novenber 14 of 2018, the bankruptcy court issued an
order approving the sale of Osage Water Conpany's assets
and nam ng Central States Water Resources, the affiliate
of OGsage Utility Operating Conpany, as the successful
bi dder.

QUCC, or Osage Utility Operating Conpany, is
an affiliate, as | say, of Central States Water
Resources. Several Central States Water Resources

affiliates are public utilities authorized to provide

TI GER COURT REPORTI NG LLC
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wat er and sewer service in Mssouri subject to the
regul ati on of this Conm ssion.

Those include Hillcrest Uility Operating
Conpany, ElmH Ils UWility Operating Conpany, Raccoon
Creek Utility Operating Conpany, Indian Hills Uility
Operating Conpany and Confluence Rivers Uility
Operating Conpany. Central States affiliates have
purchased 22 wastewater treatnent plants with associ ated
facilities. They have in Mssouri designed, permtted,
and conpl eted construction with M ssouri DNR approval of
approximately $5.1 million of sanitary sewer investments
si nce 2015.

On the drinking side, drinking water side of
t he business, Central Water States Resources -- or
Central States Water Resources affiliated conpani es have
purchased 13 drinking water systens in M ssouri and
Arkansas, and in Mssouri that's included approxi mately
$4.1 mllion of investnments in drinking water systens
si nce 2015.

Gsage Utility Operating Conpany has the
technical, managerial, and financial capability to own
and operate the systens and provi de safe and adequate
service for the custoners. The standard for us to
address today is the not detrinmental to the public

standard, and it cones froma 1934 M ssouri Suprene

TI GER COURT REPORTI NG LLC
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Court case which recogni zed first that owners of
property have a constitutional right to determ ne

whet her to sell their property or not and to deny them
that right would be to deny them an inportant -- an

i nci dent inportant to ownership of property. A property
owner should be allowed to sell his property unless it
woul d be detrinmental to the public.

Now, in further explaining that, the Court
pointed out that it is not the Comm ssion's province to
insist that the public shall be benefited as a condition
to change of ownership but their duty is to see that no
such change shall be nmade as would work to the public
detrinment. |In the public interest in such cases can
reasonably nean no nore than not detrinental to the
publi c.

We woul d assert that Osage Uility Operating
Conpany's acquisition of the identified assets is not
only not detrinental, it's of benefit to the systens,
custoners, and public interest as conpared to the status
guo. As described before, GCsage Uility Operating
Conpany brings proven experience in the rehabilitation,
oper ati on, nmanagenent, and investnent in small water and
sewer facilities. And in this case that would be to
systens that have been essentially treading water for

the | ast 14 years or so.

TI GER COURT REPORTI NG LLC 23
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Gsage Utility Operating Conpany woul d seek to
provi de service after closing of the proposed
transacti on under the sanme water and sewer tariffs
currently applicable to the OGsage Water Conpany service
area and to charge the sane rates currently applicable
to the Osage Water Conpany service area. Neither the
rates nor the tariff provisions may be changed in the
future without the approval of this Conm ssion.

Gsage Utility Operating Conpany has requested
a debt acquisition adjustnent equal to the difference
bet ween the total purchase price and the net original
cost for the Csage Water Conpany systens. This is in
accordance with the Comm ssion's relatively new
nonvi able utility acquisition rule.

We believe that it's not controverted that the
purchase agreenent is the result of an armis |ength
transacti on between the parties, whereas it was the
result of an auction or bid conducted by the United
St at es Bankruptcy Court.

Csage is a viable utility and will not be
materially inpaired by the acquisition of these systens
and the acquisition of all the Osage Water Conpany
utility systens, all requiring sone |evel of investnent
in inprovenents, is unlikely to occur w thout the

probability of obtaining an acquisition adjustnent.
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Wthin the Conmm ssion's Acquisition of
Nonvi able Utilities Rules, the rule states in part that
i f the Comm ssion determ nes the request for an
acquisition incentive is in the public interest, it
shall grant the request. The Conm ssion may apply an
acquisition incentive in the applicant's next general
rate proceeding follow ng acquisition of a nonviable
utility if the Conm ssion determines it will not result
i n unjust or unreasonable rates.

We read this rule to nean that in this
proceedi ng the Conmm ssion need not specify a particul ar
dol l ar amount for this acquisition premum that it is
enough for the Comm ssion to | ook at the facts of the
case to find that an acquisition premumis in the
public interest given the condition of Osage Water
Conpany but that the amount can and ultimately shoul d be
addressed, the anount | suppose if any, can and shoul d
be addressed in the next rate case where the Comm ssion
has before it the actual rate information and is
considering all relevant factors to determne what is or
isn't a just and reasonable rate at that tine.

The Staff has proposed that the Conm ssion
i npose 14 conditions in conjunction with approval of the
proposed acquisition of the Osage Water Conpany assets.
Gsage Utility Operating Conpany has no objection to

TI GER COURT REPORTI NG LLC
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t hose conditions that have been proposed by the staff.
The opposition's argunents essentially are that this
Commi ssion wll not doits job in the future to ensure
that safe and adequate service is provided at just and
reasonabl e rates. Their solution to that identified
problemis that this Gsage Utility Operating Conpany
application be denied in hopes that the Osage Water
Conpany properties will instead be purchased by
unregul ated entities that have not been examned in this
proceeding for their technical, managerial, or financial
abilities. This is not a solution that should be
accepted by the Conm ssion.

As was stated by the Ofice of the Public
Counsel in its position statenent, there is no detrinent
to the public interest when safe and adequate service is
provided at just and reasonable rates. GOsage Uility
Operating Conpany's status as a regulated entity wl|
necessarily result in safe and adequate service at just
and reasonabl e rates because of the continued regul ation
by this Comm ssion.

OGsage Utility Operating Conpany's acquisition
of the Osage Water Conpany utility assets and CCN shoul d
be approved by this Comm ssion subject to the conditions
proposed by the Staff of the Conm ssion and a finding

fromthe Conm ssion that an acquisition premiumis in
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the public interest. That's all | have.

JUDGE DI PPELL: Thank you. Are there any
gquestions for M. Cooper? M. Chairmn?

CHAI RMAN SI LVEY: Thank you. \What can the
Commi ssi on consi der or not consider when determ ning
what is not detrinental to the public interest?

MR COOPER: Well, that's a broad question.

We certainly, of course, nade a notion to strike

all eging that we think that what you should consider is
a conparison between the transaction that's proposed in
t he application versus essentially status quo, w Il that
acquisition be not detrinental as conpared to the world
as it exists today.

| know t hat the Comm ssion has denied that
noti on, because Judge D ppell told us that earlier
today, but | still think that your focus needs to be on
the actual transaction that's before you; that you have
in this case an application that asks you to approve an
agreenent that's been ordered by the bankruptcy court.
It's the first, even though there will be other
all egations that there are backup bidders, that's true.
That is the deal that's before you here and that's the
deal that the bankruptcy court has identified and issued
an order approving at this point in tinme, and so | think

it's that transaction that should be the Comm ssion's
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focus.

CHAI RMAN SI LVEY: Did the bankruptcy court
give a reason for selecting this bid over the other
bi ds?

MR. COOPER:. Well, there was a process, and |
wasn't intimately -- | wasn't involved at all in the
bankruptcy court proceeding, but there certainly was a
process that |led to the selection of this transaction.
| think it started by the fact that the only tinely bid
recei ved by the bankruptcy court was from Central States
Wat er Resources.

Later, after | think a bid was received | ate,
the Court reopened the process and established a
procedure for the bid based upon how that had sorted
out .

CHAI RVAN SI LVEY: Did the bankruptcy trustee
or the bankruptcy court factor in the acquisition
prem um recovery when considering these bids?

MR. COOPER: | don't know that they did. 1'd
be surprised. O course, in the end, whether Osage
Uility Operating Conpany buys the operation or assum ng
that what's been referred to in the case in sone pl aces
as the Joint Bidders buy it, it appears that the price
will be the same. So whether you call a part of that an

acqui sition premumor you don't, it seens |like the
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pur chaser

IS going to have paid the sane anount of noney

for those assets.

time.

CHAI RVAN SI LVEY: That's all | have at this

JUDGE DI PPELL: Are there any other Conmm ssion

guesti ons?

COW SSI ONER KENNEY: | have no questi ons.

Thank you, M. Cooper.

Chai r man
bi ddi ng,

JUDGE DI PPELL: Commi ssi oner Rupp?
COWM SSI ONER RUPP:  Just foll ow ng up on
Silvey's questions, so in the bankruptcy

(Gsage is the only one that had a tinely bid,

t hen they reopened the bid process after other bids cane

inlate and then they still chose your conpany?

MR. COOPER: That's ny understandi ng, yes.
COW SSI ONER RUPP:  Thank you.
JUDGE DI PPELL: | just have one question |

wanted to clarify. You referred to Gsage Uility

Operating Conpany as an affiliate of Central States

Wat er Resources. Can you explain that structure just a

little bit?

i denti cal

MR. COOPER: They have simlar if not

ownership. Central States Water Resources is

t he manager essentially of Osage, but the ultimte

parent is CSWR LLC
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JUDGE DI PPELL: Okay. | just wanted to get
that clarified because it's a little confusing.

MR COOPER: Before | finish, | wuld lIike to
go back for a second to Comm ssioner Rupp's question. |
do want to point out that in the testinony there's
testi nony about the biddi ng procedures and how the
bankruptcy court got to where it got and sonet hi ng
cal l ed a stal ki ng-horse procedure was used.

| don't want to | eave you with the inpression
that at the end of the day it was a sinple choosing.
There was a | ot nore going on there.

JUDGE DI PPELL: Thank you, M. Cooper. W can
proceed then with Staff.

M5. PAYNE: Thank you. May it please the
Comm ssion. Otentinmes when studying the law, it is
said that one should not |ose sight of the forest for
the trees. |It's very easy to find one's self in a case
such as this so focused on the details that the parties
have laid out in making their case that we | ose sight of
t hat forest.

The application that has been pl aced before
this Comm ssion by the Gsage Uility Operating Conpany
asks for two things: Authorization to acquire the
assets and certificates of conveni ence and necessity of

the Csage Water Conpany. It also asks for an
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acqui sition prem um under the provisions of the recently
i mpl emrent ed Conmi ssion Rule 10.085.

In regard to Gsage Utility Operating Conpany's
request to acquire the assets of Osage Water Conpany,
Staff conducted its investigation in accordance with
normal practice for an acquisition case. |In the case of
a presently regul ated system such as Osage Water
Conpany, Staff considers whether the acquisition would
be detrinental to the public interest.

My policy witness Natelle Dietrich can explain
nore about the standard, but it's been |aid out by
M. Cooper in his opening. So | won't bore you with all
of the details of that again. | wll suffice to say
that the Conm ssion has utilized this standard since it
was |aid out by the Suprene Court of M ssouri when
considering all transfer of asset cases for water and
sewer systens.

Staff utilized the standard in this case and
has recommended Commi ssion approval of the Conpany's
request based on our position that this acquisition
woul d not be detrinental to the public interest. In
fact, if you find that this is not detrinmental to the
public interest, the sanme Suprene Court case that set
out this standard says that you nust approve the request

for acquisition.
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Staff in its recomendati on has al so included
several proposed requirenents for the Conpany to conply
with, which the Conpany has agreed to, and which Staff
continues to support now. Staff's witness Scott d asgow
of its custonmer experience departnment will be present to
di scuss sone of those recommendati ons and any ot her
concerns regardi ng the custoner service considerations
that are at issue here.

When reviewi ng an application to acquire water
and sewer systens, Staff al so considers the technical,
manageri al, and financial capacity, as M. Cooper
explained earlier. |It's further explained in Staff's
recomendation, along with the facts that Staff appli ed,
in order to cone to its recommendati on that this conpany
has net the technical, managerial, and financial
requi renments. They originate from Section 640.115 and
are also included in the Code of State Regul ations for
Safe Water Drinking Conm ssion.

Staff recomends, as stated, that they have
nmet the technical, managerial, and financial standards
as evidenced by the affiliates to the Gsage Uility
Operating Conmpany and the facts of this case.

Several parties in this matter have attenpted
to muddy the waters by arguing that the Comm ssion m ght

consider alternative purchasers for the Osage systens.
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However, the Comm ssion has in the past provided

gui dance as to the weight that should be given conpeting
proposals such as inIn re Uilicorp United in which the
Comm ssion stated the conpeting proposals in that case
were not relevant to the question of whether the
transaction at issue was detrinental to the public.

And Staff believes the sane is true here.

The Comm ssion is instilled with the authority
to review and cone to a determ nation regardi ng an
application presented before it for the acquisition of
systenms. The Comm ssion should review only the entity
which filed to acquire the systens and whet her that
acqui sition would be detrinmental to the public interest.
Wi | e argunents have al so been raised by the parties
t hat the Comm ssion shoul d consi der proposed
i nprovenents and future potential rate increases, none
of those argunents are rooted in certainty at this
stage. What is rooted in certainty is that the Conpany
has agreed to Staff's conditions outlined in its
recomendati on. That includes charging existing rates
for at |least 24 nonths fromthe date of acquisition
prior to comng in for a rate case.

The Csage systens are historically in
di srepair which led to this Comm ssion placing themin

recei vership 14 years ago. Staff reviewed the
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I nprovenents proposed by the OGsage Utility Operating
Conpany and generally believes themto be reasonable.
Staff's witness David Roos can comment on his

i nvestigation of the systemstatus at the tine of
Staff's review for this case. Since appointing a
receiver, conditions at Osage have only worsened, which
led to the bankruptcy filing two years ago. M ssouri's
courts have declared that a property owner has a
constitutional right to determ ne whether to sell their
property or not, and that right should not be denied
unless it would be detrinental to the public.

After 14 years of receivership, Staff stands
behi nd the recommendati on that the bankruptcy auction
proceeded accordingly and that the Osage Uility
Oper ati ng Conpany should have the ability to acquire the
systens without being detrinental to the public
i nterest.

Now, the second issue that | referenced
earlier is to decide whether the Osage Uility Operating
Conpany shoul d receive an acquisition premumin
conjunction with its purchase. The Conm ssion
i npl emented Rule 10.085 in January of this year. No
entity has previously sought an acquisition prem um
pursuant to the rule prior to this proceeding.

Staff reviewed the rule and applied each of
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the criteria to the facts of this case and has

determ ned that the application here neets each of those
criteria. Section 393.145.1 explains that the procedure
for placing a water or sewer utility into receivership
as the Conmmi ssion finding that the utility is unable or
unwi I ling to provide safe and adequate service or has
been actually or effectively abandoned by its owners.
Then it may petition a circuit court to place that
utility under the control and responsibility of a
receiver.

Gsage Water Conpany has been in receivership
for 14 years. Wen it was placed in receivership, this
Conmi ssion said its debts totaled $1.13 mllion and the
systens were teetering on the edge of an abyss. The
pur pose of 10.85 is to encourage acquisition of
nonvi abl e water or sewer utilities through an incentive
to utilities with the resources to rehabilitate the
nonviable utility in a reasonable tine frane.

Osage Water Conpany is the perfect exanple of
such a nonviable utility that is contenplated by the
purpose of this rule. Sone parties have argued that
Gsage Utility Operating Conpany woul d have acquired the
Osage systens regardl ess of the opportunity for an
acqui sition premum Unfortunately there's no way to

know what m ght have happened in an alternate universe,
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but Staff based its recommendation for approval on the
statenent of Josiah Cox that absent approval of an
acqui sition of prem umhis conpany would need to
reevaluate its position on purchasing the systens
included in this application. This statenent is
supported by the history of the systemregardi ng past
attenpts of other entities to purchase the Osage Water
systens evidencing that the acquisition wuld not have
occurred without the provision of the acquiring entity
to obtain an acquisition prem um

Staff's witness KimBolin can comment further
on Staff's position regarding the acquisition prem um
reconmendation, and Staff w tness Janmes Busch worked on
Staff's anended recomendati on and updat ed acqui sition
prem um pursuant to the order of this Comm ssion. He
wi Il be available this afternoon should anyone have any
guestions regardi ng the updated recommendati on
specifically.

In conclusion, there are certainly a |l ot of
considerations that this Comm ssion is charged with
t hrough | aw when consi dering the acquisition of one
entity by another, but it is inportant to remenber that
before getting bogged down in various clains by the
parties the Comm ssion is not being asked to approve a

rate increase or issue a decision regarding any proposed
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i nprovenents at this tinme. The Conm ssion is just being
asked if approving the acquisition of Osage Water
Conpany's assets by Gsage Uility Operating Conpany
woul d be detrinental to the public interest. Thank you
and |'m happy to answer any questi ons.

JUDGE DI PPELL: Thank you. M. Chairman?

CHAI RMAN SI LVEY: Thank you. Just a few
guestions. So you nentioned that the updates and
i nprovenents are needed and you think are generally
reasonable. Do you think the cost estinmates for those
i nprovenents are prudent and reasonable as well?

M5. PAYNE: | nean, personally I'mnot an
engi neer and | don't know as far as that goes.
Certainly nmy witnesses can explain a little bit nore. |
woul d say that we do not rely on estimtes necessarily.
| mean, when it cones tine to actually consider the
costs of the inprovenents, it would be in a rate case
and we would do a full prudency evaluation. So | think
that there's too nuch uncertainty in estimates, but
generally Staff has reviewed and agrees that the
I nprovenents woul d be necessary and that the costs are
consistent with those necessary inprovenents.

CHAI RMAN SI LVEY: Ckay. And how nuch are the
Osage system assets worth?

M5. PAYNE: | am not sure what nunber you
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would like nme to put on there. | think they' re worth
what ever a conpany is willing to buy themfor. But
obviously ny witness Kim Bolin can expl ain nore about
the actual worth of the assets.

CHAI RMAN SILVEY: Can the Commi ssion in a
future rate case determne that only the | ower bids
shoul d be recovered through rates?

M5. PAYNE: Certainly | think you could. |
haven't eval uated that specifically.

CHAI RVAN SILVEY: Do you know what the current
rate for custoners are in Osage?

M5. PAYNE: | actually do not renenber off the
top of ny head.

CHAI RMAN SILVEY: Do you know how long it's
been since there's been an increase?

M5. PAYNE: Prior to the receivership, if I'm
not m staken. | apologize. M wtnesses are going to

be able to answer the specifics a little bit better than

ne.

CHAI RVAN SILVEY: So that woul d be over 14
years ago --

M5. PAYNE: | believe so.

CHAI RMAN SI LVEY: -- since they've had an
i ncrease?

MR COOPER: Chairman, | think closer to ten,
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2009.

CHAI RVAN SI LVEY: Ten?

MR. COOPER. Ten years.

CHAI RMAN SILVEY: So if the sale is approved,
how nmuch do you anticipate custoners' rates increasing
over the next five years?

M5. PAYNE: | nean, Staff has not done an
eval uation of rate increase at this time. That's not
what's being considered here. | think the Conpany has
gi ven sonme projections and certainly other parties have
gi ven sone projections too.

CHAI RVAN SILVEY: Is it Staff's position that
an acquisition incentive is appropriate when there are
ot her intervenors and bidders in the bankruptcy court
who have subm tted credi bl e purchases?

M5. PAYNE: Staff's position is that this rule
was i npl enmented specifically for cases such as this, to
our understanding, and that if a conpany neets the
el ements of the rule it is proper to grant an
acqui sition prem umregardl ess of conpeting bids.

CHAI RVAN SI LVEY: Ckay. Thank you.

COW SSI ONER KENNEY: | have no questi ons.

JUDGE DI PPELL: Commi ssi oner Rupp?

COW SSI ONER RUPP:  How nmany tines has

entities attenpted to purchase these assets in the past
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and those have fail ed?

M5. PAYNE: We have evidence of two
specifically previously, and we al so believe that
there's at least a third tine these were attenpted for
pur chase.

COW SSI ONER RUPP:  And those fail ed because?

M5. PAYNE: | would not even begin to comment
on why anot her conpany backed out or why attenpted
purchase failed, but | believe that it's probably the
extrenme disrepair of the systens and the concern of any
busi ness person that they would not be able to recoup
any kind of a reasonable return on them

COW SSI ONER RUPP: So are these like
expressions of interest or were they actually wal ki ng
down the path towards purchasing the assets?

M5. PAYNE: My understanding is that in all
cases that they reached the contract portion.

COW SSI ONER RUPP:  Thank you.

MR, JOHANSON: If | may. | know there is at
| east one instance where | think M ssouri-Anerican filed
with the Comm ssion to purchase a portion of the system
and in that instance it was deci ded that because it was
not the entire systembeing acquired it would be
detrinmental to the public interest.

COWM SSI ONER RUPP:  Thank you.
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JUDGE DI PPELL: | just had one question. You
cited that Utilicorp case as pointing to the Conmm ssion
not considering the other bidders. But in that case
weren't the bids withdrawn in that case?

M5. PAYNE: They were withdrawn in that case.
However, the Conm ssion nade the statenent regardl ess of
the fact that they were w thdrawn.

JUDGE DI PPELL: And isn't there also a court
case that says sonmething to the effect that the
Comm ssion can't -- can't not consider an acquisition
prem umin maki ng these kinds of decisions?

M5. PAYNE: Yes. There is a case that says
that -- | actually have it here and that was State ex
rel. Martiny Creek. It does say that the Conm ssion can
consider an acquisition premumin the course of
determ ni ng whether sonething is or is not detrinental
to the public interest.

JUDGE DI PPELL: If the Comm ssion nust
consider the acquisition premuns, | believe there was a
case that was remanded to the Comm ssion because it
didn't consider an acquisition premum |If |I'mcorrect
on that, wouldn't it follow that the Comm ssion shoul d
al so consider any rate increases that m ght take place
as a result of the transaction?

MS. PAYNE: | think the difference is an
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acquisition premumis sonething that is affecting the
actual acquisition whereas a rate increase you won't
know what the potential rate inpact is until after

i nprovenents are conpleted. | think that's the
difference. Additionally, of course, our new

Acqui sition Premum Incentive Rule has only recently
been i npl enmented and a hi gher court hasn't had an
opportunity to consider that factor yet.

JUDGE DI PPELL: Ckay. This will all be things
that 1'lIl want everybody to be sure and include in your
briefs.

M5. PAYNE: Absol utely.

JUDGE DI PPELL: Okay. W can proceed then
with Ofice of Public Counsel.

MR, HALL: Good norning and may it pl ease the
Commission. As | said in nmy introductions, nmy nane is
Cal eb Hall appearing on behalf of the Ofice of Public
Counsel. | should start ny opening for the conveni ence
of the Comm ssion and the court reporter to explain that

when | say "Central States,” |I'mreferring to Central
States Water Resources which I'll refer to generally in
pl ace of saying GCsage Utility Operating Conpany since
they're affiliates. Wen | say the "Osage Conpany" or
"Csage Water Systens,"” |I'mreferring to the assets in

guestion, Osage Water Conpany. And when | say "Joint
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Bidders,” I'mreferring collectively to Public Water
Supply District No. 5 M ssouri Water Association, and
Lake Area Wastewater Association. That way then it's
all conveniently put together.

Publ i ¢ Counsel stands here today asking you
for two things. One, to deny the transfer of the CCN
fromthe OGsage systens to Central States because it's a
detrinment to the public interest. Secondly,
notw t hst andi ng our first ask to deny an acquisition
incentive for Central States acquisition of the Osage
systens.

Public Counsel's point as to the CCN s
transfer is prem sed on the public interest. Approving
a CCN transfer is detrinmental to the public interest
when it forecloses other efficiently avail able water
operators that can provide the sane safe and adequate
service at a nore efficient cost. Central States'
argunent that it's the best utility to service the Osage
systens is prem sed on this Comm ssion ignoring all
ot her options. Wen other parties presented those
options to this Conmm ssion, Central States filed notions
to strike that testinony. They want you to ignore any
ot her alternatives you have.

Thankfully M ssouri case law is clear that

this Commssion is free to consider alternatives, and
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here are the options you have in this case. Option A
Central States, a conmpany with a history of acquiring
failing water utility conpanies and then repairing them
to such a level that result in rates in exponentially
raise in part because the conpany has historically used
a cost of debt as high as nearly 14 percent.

Central States in this case is al so proposing
over $2 mllion in repairs for the Osage systens and
reqguesting an acquisition incentive on top of the return
it would get in the future. Option B. You have three
currently viable operators, the Joint Bidders. They are
asking to take on the system at the sane purchase price
that Central States has requested. However, w thout an
acqui sition incentive, with repairs that are far |ess
than estinmates, at sonetines dependi ng on the system 200
percent |ess and with bond financing to repair the
systenms at 3.5 percent. The custoners of Cedar den
portion of the Osage systens have al so cone in support
of the Joint Bidders' proposal and OPC joins them at
this tine as we see it as a far nore efficient
alternative

| invite you to ask OPC witness Kerri Roth to
explain what potential ramfications any of these two
options will have on custoners in the future.

Agai n, Conm ssion, consider that if safe and
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adequat e service can be provided at a nore efficient
cost, then it's incunbent upon just and reasonabl e
principles for this Conm ssion to foster that efficient
cost.

In this case you' ve been presented with
differing repair estimtes and differing options going
forward. Let's look in the actual record. You have
Central States' argunent. You have five parties on one
side and Staff's reconmendation that did not consider
ot her potential operators when considering the CCN
transfer and admtted that it considered Central States
repair estinmates as just conceptual. They have not
voi ced any opinion otherwi se on the repair estimates.
When you have five versus one, you have a clear record
in favor of one option over the other, and we ask this
Comm ssi on consider that at this tine.

As for OPC s second point, the acquisition
incentive rule reads that an incentive can only be
granted to a conpany if the acquisition would be
unlikely to occur without the probability of obtaining
that incentive. Al the evidence in this record wl|
show that the acquisition is actually highly likely to
i ncur without the acquisition incentive.

Consi der what is the evidence supporting

Central States' argunent that it would not buy the
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system but for the acquisition incentive. The only
evidence so far in this record is Josiah Cox's statenent
to that effect and the testinony of one Staff w tness
Kim Bolin who nerely relied upon Josi ah Cox's statenent.

What's the evidence to the contrary though?
First consider Central States' express business nodel.
This is a conpany wwth a well known history of
purchasing failing water systens to then repair themfor
the prom se of future returns.

Besi des the several that have al ready been
purchased in Mssouri, Central States has already noved
i nto Arkansas, Kentucky, Tennessee, and Loui si ana
amounting to over a hundred pendi ng and acquired
systenms. You can go to their website right now and read
their statement, their policy statenent. This is their
busi ness nodel .

The great thing about business nodels is you
don't need to incentivize themto follow them As the
i bertarian adage goes, the way you get a business nodel
to follow through is governnent gets out of the way.
Then consider the alternative -- or I'msorry, not the
alternative. Consider the tineline.

In 2015, Central States first offered to
purchase the Osage systens for a far |less price than the

800, 000 they settled on now. Then they came back in
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2017 and tried to purchase the system again for even
| ess than the 2015 offer. Central States then forned
the current hol ding conpany that is the current
applicant in this case for, as Staff's recomendati on
states, for the explicit purpose of purchasing and
acquiring the Gsage Water Conpany.

Central States then took the effort and due
diligence to negotiate its position as the
st al ki ng- hor se bi dder during the bankruptcy auction
ensuring that it would win by default in the event of a
mat ching bid. During the bankruptcy auction, you had
M ssouri - Aneri can Water and the Joint Bidders who
participated as well. However, Central States conti nued
to raise the bid price by matching those bids until the
final purchase price was nearly double what the initial
of fer was which again was an offer that Central States
had negoti ated by becom ng the stal ki ng-horse bidder.

Then this Conm ssion can al so consi der that
Central States initially brought this action by having
two joined utility systens, Osage and Reflections. Wen
Refl ections sought to | eave this proceedi ng because the
Refl ections' assets had been sold to sone of the Joint
Bi dders, Central States not only opposed their renoval
fromthis proceeding before this Comm ssion. They've

now run to the Canden County Circuit Court and have
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demanded that an unwilling seller divest its property to
Central States. | find this kind of ironic considering
we just saw a presentation from Central States' counse

t al ki ng about how property owners have a constitutiona
right to divest their property as they see fit. This
seens to be a running thenme for this conpany.

Central States has anot her pendi ng case before
this Comm ssion, Port Perry, where Central States is
asserting a right to own and operate a water system
despite what the residents have voiced at the public
hearing. Bear in mnd that public -- that the Joint
Bi dders al ready have an outstanding contract to purchase
t he Csage Water Conpany systens.

If this CCN transfer is denied, they have an
out standi ng contract to then receive the systens w t hout
the acquisition incentive. Cearly this acquisition
woul d occur without the probability of an acquisition
i ncentive.

At this tinme actually | would like to address
one of Conm ssioner Silvey's questions. You had asked
about the bankruptcy proceeding that | just went through
had considered the acquisition incentive. | think it's
worth noting that the Acquisition Incentive Rule hadn't
even been codified at that tine. So you had Central

States that was undergoi ng these bankruptcy bid
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procedures w thout the Acquisition Incentive Rule even
bei ng technically available for the Conpany to request.

Wth this record in m nd, Public Counsel asks
that this Comm ssion deny the CCN transfer and
notw t hst andi ng our first request otherw se deny the
acquisition incentive requested by Central States. |'m
avail able for questions at this tine. OQherwse, if
there are nore technical matters, | believe ny wtness
can provide a nuch nore coherent response. Thank you.

JUDGE DI PPELL: M. Chairnman, did you have
guestions?

CHAI RVAN SI LVEY: | do. Thanks. The system
is in dire need of upgrade; is that right?

MR, HALL: Yeah, there's no dispute that
repairs are nost certainly needed. There's a dispute as
to what repairs are needed to achi eve safe and adequate
service at that |evel.

CHAI RVAN SILVEY: So it's not currently
provi ding safe and adequate service?

MR. HALL: That's what this Conm ssion has
determned in prior proceedi ngs, yes.

CHAI RMAN SILVEY: So if the Conmm ssion denies
this application, howlong would it realistically take
for the bankruptcy court to approve another bid, the

Commi ssion to have a new hearing, decide to grant a CCN
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to the backup bidders and then for the Joint Bidders to
actually build the upgrades?

MR, HALL: That is a very good questi on,

Comm ssioner. As for howlong it would take for the
bankruptcy proceedings to nove forward, | believe that
guestion would actually be better posited towards the
Joint Bidders who are nore intimately involved in that
process. As for how this can proceed further, | think

t he Conm ssion can al so consider that the Joint Bidders
are a nonregulated entity. |If they are able to then
enact on their contract to purchase the system based on
their testinony, it seens |like safe and adequate service
coul d be acquired post haste. As to any specific
guestions as to what repairs could be nmade, | offer that
you ask ny witness Kerri Roth on that point.

CHAl RVAN SI LVEY: But if we deny the current
application, there's no question that there woul d be
del ay over approving it and noving forward?

MR, HALL: | think that is a consideration,
but I would invite that there's al so opportunity cost
i nvolved. |If CCN requests are sinply approved for the
first conpany that conmes in, that forestalls
consideration of what is actually in the public interest
and what's in the best interest of the customners

i nvol ved.
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| f you grant the CCN transfer for Centra
States, you have forecl osed other potenti al
opportunities for safe and adequate service to be
provi ded at a nuch nore efficient cost.

CHAI RMAN SI LVEY: So your position is that
custoners are not currently receiving safe and adequate
service and it is not detrinental to themto continue
del ayi ng safe and adequate service?

MR, HALL: Qur position is that safe and
adequat e service should be achieved at the nost just and
reasonabl e rates possible, and a just and reasonabl e
rate is achieved at an efficient cost. There is nothing
in the record to suggest that if you delay at this tine
there are people in immnent threat of bodily or health
harm So we're | ooking at opportunity cost. Do we
approve what Central States is asking, give them
everything they want, give them nore noney on top of the
request out of the desperation that you get safe and
adequate service imedi ately or do we consider all other
options and del i berate on how safe and adequate service
can be achieved wthin a reasonable tine frane with sone
possi bl e del ay but yet still have the best end result
for Mssouri's custoners.

CHAI RMAN SILVEY: No further questions at this
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JUDGE DI PPELL: Conm ssi oner Kenney?

COWMM SSI ONER KENNEY:  Yeah, just briefly.
Regarding the -- you nentioned that the other bidders
have a list of estinmated repairs that are nmuch | ess than
Central States. Are you saying that Central States'
estimates are not prudent?

MR, HALL: What |'msaying is that Central
States has every incentive to put in as nuch repairs as
possible to then receive a future return on the
investnents that are nmade. The options that this
Commi ssion shoul d consider are you have Central States
wWth a vested interest to support whatever repair
interests are made and then you have people on the
ground actually living in these systens that are
supporting different estinmates.

| cannot speak to prudency at this tine.
However, the Comm ssi on should consider that those
vastly different estinmates will have vastly different
i npacts on rates.

COWM SSI ONER KENNEY:  Sure, but wouldn't that
be determned in a rate case?

MR, HALL: You know, normally that woul d have
been the procedure, Comm ssioner. Unfortunately in this
proceedi ng that Central States has asked for a

singl e-i ssue ratenmaking issue and that is the
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acquisition incentive.

COW SSI ONER KENNEY: But that's not what |
mentioned. | was tal king about the prudency of the
repairs, the prudency of the system and you woul d have
a chance to argue in a rate case that those were not
prudent, woul dn't you?

MR, HALL: Yes, we would at that tine.

COW SSI ONER KENNEY: Regardi ng the
acqui sition premum in this case are we setting a
dol | ar anmount ?

MR. HALL: That woul d depend on an order from
t he Comm ssi on.

COWMM SSI ONER KENNEY: | thought we were
setting -- the decision was whether or not we would
all ow an acquisition incentive or prem um but that that
woul d be set in a rate case, the anount.

MR HALL: Well, the Commssionis free to
make an order -- issue that order as it sees fit. You
have Staff's recomendati on which has presented a doll ar
nunber. | imagine that that is the dollar nunber that
woul d have sone | everage comng into a next proceeding.
As to whether --

COWM SSI ONER KENNEY:  But that woul d be
determ ned in the next proceeding, right? | nean, in a

rate case?
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MR HALL: Yes.

COWMM SSI ONER KENNEY: Ckay. Thank you.

JUDGE DI PPELL: | just had a couple for you.
So the Joint Bidders haven't actually -- they don't have
a pendi ng application to transfer these assets or
anything like that, right?

MR. HALL: Yes, Your Honor, and they don't
have to.

JUDGE DI PPELL: They don't have to have an
application to transfer the assets?

MR. HALL: No, Your Honor. Central States has
presented this case. Central States has the burden of
proof to prove that its requested transfer is in the
public interest, and that standard is determ ned by
| ooki ng at ot her possible alternatives.

JUDGE DI PPELL: Right. But you're arguing
t hat the Conmi ssion should consider that these other
bi dders are out there, and |'mjust clarifying that
while there is -- according to the testinony so far,
there does seemto be a bidder in the bankruptcy court
but here as it stands we don't -- the Conmm ssion doesn't
have an application for that transfer before it.

MR. HALL: Yes, | think that's a fair
observation, Your Honor. | would posit, not to try to

avoi d your question, but sinply say that as to the
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strategies of how the Joint Bidders would go to actually
finalize an acquirenment, | think their counsel and their
W t nesses would be a better person to ask on that point.
| honestly don't know about the -- I'"'munfamliar with
the different procedures that would be invol ved since
we're dealing with a nonprofit public water system
organi zed under Chapter 393 versus a water corporation
which is Central States organi zed under Chapter 386.

JUDGE DI PPELL: And then the other point you
were making was that Central States has a history of
raising rates and they can't raise the rates wi thout the
Conmm ssion determning that those rates are just and
reasonable first, correct?

MR. HALL: Yes, that's correct. They have no
uni |l ateral power to raise rates.

JUDGE DI PPELL: So even if their history is
acquiring conpanies and raising rates, those rates are
just and reasonabl e because the Conm ssion has
determ ned that to be so, correct?

MR. HALL: As determ ned by those Conmm ssion
orders. However, it's a question as to not just
opportunity costs but efficiency costs. | can give you
a Toyota Canry that won't break down for 20 years and
that is a just and reasonable ride to get ne to ny

commute day in and day out, or we can say that a Pontiac
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GI, I'"mhonestly not famliar with car nodels, top end
nmuscl e car, that's the just and reasonable. They both
function the sanme purpose of getting ne back and forth
to work but there's a different efficiency cost and a
different opportunity cost that's | ost depending on the
option you take.

JUDGE DI PPELL: You know | drive a Toyota
Camry that's about 20 years old, right?

MR. HALL: They're a good vehicle. | have a
Prius nyself and | don't think it will fail anytine
soon.

JUDGE DI PPELL: The last thing is you tal ked
about a CCN transfer, and |'ve seen that in the
testi nony and argunents CCN transfer, but what we're
really tal king about is a new CCN, correct?

MR, HALL: You know, that's an interesting
poi nt, Your Honor. | see this as sort of like a
semantics argunent. |t depends on how you |l ook at it.
There's an existing CCN that if Central States is
granted it they'll have a new CCN under a new
certificate but it will be transferred froman old
certificate authority. The Staff recomendati on has
taken the position that there's two different standards
versus a transfer versus a certificate. W don't

necessarily agree. However, we've adopted that |anguage
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for the benefit of the Conmm ssion to seek consi stent
argunents and at the end of the day the Conm ssion is
still free to consider other alternatives as directed by
t he courts.

JUDGE DI PPELL: kay. Thank you very nuch.
|"'msorry. M. Chairnman?

CHAI RMAN SI LVEY: Thank you. Just a quick
follow up. You ve nmentioned opportunity costs a couple
of times. | guess ny question is if your water had been
deened not safe and adequate, would you be concerned
about returning it to safe and adequate or nore
concerned with opportunity costs?

MR HALL: | would -- | admt that's a really
poi nted question, Conm ssioner. | would want the people
representing nme to consider all possible alternatives to
ensure that ny water is brought back to the safe | evels
it necessarily nmeets. Keep in mnd that safe and not
safe does not nean the difference between safe and
i npending death. | would sinply want a fair and
t horough deliberation on the matter so that people are
not left with the nost -- the least -- are not left with
a detrinental choice.

CHAI RMAN SI LVEY: So then your position is the
current |evel of unsafeness, if | can nmake up that word,

is acceptable in exchange for opportunity costs?
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MR, HALL: No, Comm ssioner, politely. It is
not that we are satisfied with the current |evel of
service. It is that we all agree repairs need to be
made. It's a question of how we go about doing it.

CHAI RMAN SI LVEY: But not a question of
timng?

MR HALL: As to immedi acy between right now
this second versus future deliberations in the future,
no.

CHAI RVMAN SILVEY: So delay is acceptable in
your position?

MR, HALL: A relatively small anount of del ay
woul d be acceptable for future potential benefits that
vastly outwei gh that cost, yes.

CHAI RMAN SI LVEY: What is your threshold for
relatively small del ay?

MR, HALL: That would have to depend on the

different circunstances of each case involved. |t would
depend on the systens in questions. I'mafraid | can't
gi ve you a categorical answer to that question. | think

that's a really good point, though, Conm ssioner. |
invite you to ask our witness, Ms. Roth, on what
potential ramfications these could have for the
custoners and what consi derations the Conmm ssion could

consi der on that point.
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CHAI RMAN SI LVEY: Okay. Thank you. No

further questions.

JUDGE DI PPELL: Thank you, M. Hall. Cedar
A en?

MR. COWLEY: My it please the Conm ssion. M
nanme is Mark Comey. | represent Cedar G en Condom ni um

Owmers Association in this matter. Picking up on
sonet hing that Judge D ppell nentioned in the
prelimnary remarks today, this is a different
application for you and the one before you in ny
experience at least is different than you' ve ever seen
before. It has simlarities to the typical application
to acquire utility assets that has been joined with the
request for certificates of need and conveni ence, but
those simlarities in when considering there are in this
docket a historically distressed reqgqul ated water and
sewer utility, Osage Water Conpany, which even in
recei vership, as pointed out by Judge Silvey, has failed
to achieve required service standards. It has conti nued
to do that for 14 years. There is oversight of a
bankruptcy trustee, and has been noted before there are
two qualified potential purchasers of those assets.

One is Gsage Uility Qperating Conpany and for
brevity I'Il probably refer to that as QUOC and the

other is the Joint Bidders. The Joint Bidders are under
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contract. They're under contract to buy those assets.
They' ve commtted thenselves to buy those assets. They
are the sane assets at the sane price bid by the
applicant. The Joint Bidders' contract is still in
force and effect.

Also in this entity -- also in this
application rather the entity, which owns the assets
offered for sale, is not the applicant. GOsage Water
Conpany did not file for authority to sell its assets.

A potential buyer of those assets has filed the
application. | understand that the Comm ssion has
entertai ned applications of this nature before. So this
may not be unusual. In ny experience, this is the first
time |'ve seen it.

Even so, Osage Water Conpany is not a party to
this case. Technically it is not subject to the orders
i ssued by the Conmission in this case. But again, you
do have two of the parties that are under contract to
purchase the Osage Water Conpany assets.

Additionally, QUOCC is not yet a public utility
and it has not requested certificates of conveni ence and
necessity to serve Osage Water Conpany's custoners as
O fice of Public Counsel has pointed out. Rather, it
has asked that it be allowed to purchase those

certificates.
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QUCC is affiliated wwth a conpany that owns
certificated public utility conpanies, but QUOC is a new
creation. It enjoys independent existence fromits
parent under |aw. Should it independently qualify for
certificates of service for the area? Because of the
preval ence of public water districts in Canden County,
sonething | wll nention in ny remarks |l ater, and the
growi ng popularity of the nonprofit water and sewer
entities who have intervened in this case, | think one
could justifiably question whether it is still necessary
or convenient for a public utility, a regulated rate of
return public utility, to serve the Osage Wat er Conpany
cust oners.

So in multiple ways this application is far
different fromany the Comm ssion has consi dered before.
Because this application and the relationship with the
parties before you are quite dissimlar fromwhat is
customary, | submt too that the standard of review you
shoul d apply should be appropriately tailored. And
repeatedly you have been told that your rules and case
authority on sale of assets would require that you
approve the sale if it is not detrinmental to the public
interest. Stated nmaybe a little differently but naybe
in a sharper lens, will the proposed sale work a

detrinment to the public. That has been an expression of
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the standard as well | think as was poi nted out by
M. Cooper.

Yet there are two qualified potential buyers
of the assets in front of you. Unlike other cases where
alternative purchase offers, and |I'l|l enphasize offers,
may have been raised for conparison in an asset purchase
docket, here there are two rival potential purchasers
both considered qualified by the bankrupt seller and
al ready under written contract to buy the property for
the sanme price. The only credential that separates OUCC
fromthe Joint Bidders is OQUOC matched the Joint
Bi dders' | ast bid.

Truly the question before the Comm ssion is
whi ch of these two qualified potential buyers of the
Osage Water Conpany assets will better serve the public.
You have consi derable discretion in elaborating on the
factors involved in the public interest. Harmto
ratepayers is definitely one of those factors.
Efficiency and econony in the use of facilities devoted
to public use is certainly another.

Indirectly | represent 216, half or nore of
the approximate 420 to 424 custoners of Osage Water
Conpany. | should add that there are 202 unit owners at
Cedar den but they represent 216 of Csage Water

Conpany' s custoner accounts. Those unit owners in turn
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constitute the greatest segnent of the public served by
Gsage Water Conpany and the greatest segnent of the
public which will be directly affected by the outcone of
this case. And one of the Joint Bidders, Public Water
Supply District No. 5 has offered to provide water and
wast ewat er service to Cedar den unit owners. |Its bid,
which is part of the joint bid, is exclusively for the
OGsage Water Conpany water distribution and wast ewat er
facilities currently serving the condom ni uns.

Extending District No. 5 s services to Cedar
A en has been di scussed between the managi ng boards of
each of these entities. |It's also been discussed with
the unit owners. Currently Cedar d en Condom niuns are
outside the District No. 5 service territory, but the
boundary of the district is not nore than 1,100 feet
away. Annexing Cedar Gen is part of District No. 5's
pl ans to expand.

If the district is permtted to purchase the
Osage Water Conpany assets, the Cedar 3 en Board of
Directors has agreed with the district to voluntarily
annex the condom niuns into the district. M. Ken
Hul ett, who is the current president of the Board of
Directors for Cedar den, has observed in his rebuttal
testinmony that approving a public utility at this hour

to serve Cedar Aen wll effectively superinpose a new
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regul ated conpany over what the district plans to serve
in the future.

These annexation plans are known to the Cedar
A en unit owers as | have nentioned and as you wll see
reflected in the 70 or so public comments that are filed
in this case. They know about this. They know about

the expansion. And | have a sanpling of those public

comments. | only have three. | wll not read all of
them | thought they would be illustrative for you to
hear .

M. Ron Darling wites, and they have
different nanes for parties in these coments but |'m
going to read themverbatim | am deeply concerned with
t he pendi ng purchase of the Cedar G en water and sewer
system by Central States Water Resources. |t appears
t hey overbid and woul d seek a quicker return on their
debt load by their investors. | would prefer the
purchase by PW Supply No. 5. They are local, know their
custoner base, would not overestimate repair costs and
know the | ocal contractors for any work necessary. Qur
costs woul d be nore reasonabl e over tine.

Di anne Bl ake wites, | feel the best option
for Cedar den Condos woul d be Public Water Supply No.
5. This would be in our best interest as they are |ocal

and not a private conpany | ooking to use our conplex to
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increase profits and to renedy problens with other
systens such as the KK system and nake noney for

i nvestors. W have unfairly conpensated for these other
systens for many years rather than focus on our own

wat er supply. Please help us keep our rates reasonabl e.

Finally, Allan Poole wites, please do not
all ow the takeover of Osage Water by Osage Utility Water
Conpany. Public Water Supply District No. 5 is nuch
preferred. It is |ocal and nonprofit. The GCsage
Uility Water Conpany is not |ocal and is operated for
profit which virtually guarantees big rate increases
over the comng years. Cedar G en residents, all 200
units, strongly urge you to reject OGsage Uility Water
Conpany.

The other comments on file they voice simlar
thenmes. The district is favored because it is not
profit, is local and will have nore reasonabl e rates
over tinme than a regulated utility. Wile the
recei vership of Osage Water Conpany was running its
course, the water distribution and wastewater services
provi ded by public water supply districts in Canden
County served nore and nore custoners. The Conmmi ssion
has approved sal es of previously regul ated water and
sewer assets to Public District No. 4 of Canden County,

for instance.
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For exanple, in June of 2015, the Conmm ssion
approved in File No. WW 2015-0231 the sale of the assets
of Ozark Shores Water Conpany to District 4, a sale
whi ch invol ved service to approxi mately 1,860 water
custonmers. In April of 2017, the Commi ssi on approved
File No. WM 2017-018 the sale of the assets of Lake
Regi on Water and Sewer Conpany to District No. 4. That
sal e invol ved 683 water custoners and 925 sewer
cust oners.

Cedar A en is going to offer the testinony of
two witnesses today. M. David Krehbiel is a consulting
engi neer and serves as a consulting engi neer for
District No. 5. Anong other matters, he will discuss
the |l ocation of the District 5 service territory and its
proximty to Cedar Aden. He will also talk about the
benefits of district water and sewer services to Cedar
A en and in particular how interconnection of the water
systens can be achi eved and how t hat sol ves an energi ng
I ssue concerning a secondary water source for Cedar den
and | think to sone extent for the district. He also
responds to several points in the direct testinony of
QUOC s witnesses and | think the Staff.

Ken Hulett, who |'ve nentioned already, is
Cedar den's second witness. He is the president of the

Condom ni um Omers Associ ation and he testifies to the

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

66



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

association's strong interest in obtaining services from
the district and how the unit owners will be best
served.

The evidence in this case wll show that the
detriments to the public which would result from OQUCC s
acquisition of water -- of Osage Water Conpany's water
di stribution and wastewater systens outwei gh any
benefits of that acquisition and its application should
be rej ect ed.

JUDGE DI PPELL: Are there Comm ssion
guestions?

CHAI RMAN SI LVEY: Thank you. |'Ill ask you the
sane question | asked the Conpany. What do you think
that this Conm ssion can consider when determ ni ng what
IS not detrinental ?

MR, COWLEY: What is not detrinmental? | think
it was the AG Processing case, Judge Dippell, that we
were trying to grasp at. The Suprene Court has
i ndicated that one of the elenents that you can consi der
and you should consider is the inpact on the ratepayer
and you can do that now in an asset purchase case.

The issue | think in that case was an
acqui sition premum But now there's another factor
here and that is there are two conpeting qualified

entities under contract to buy these assets. That |
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think is a factor in itself on which of these would do
nore good than harm

CHAI RVAN SILVEY: So if we were to deny this
acquisition and it were to go back to the bankruptcy
court, can the bankruptcy court reject the Joint
Bi dders' application or can the Joint Bidders w thdraw?

MR. COWLEY: M understanding is that the
Joint Bidders are on the hook. |If this application is
rejected, the trustee is going to point right at them
and say you're next, you've got to buy these assets at
that price and that price is still open. | don't think
there will be any delay. No, there won't be an
opportunity to withdraw. The trustee will enforce that
agreenent. And | think the terns are fairly identical.
Staff woul d have copies of each of those agreenents.

But with the exception of how they are phased, they are
i denti cal agreenents.

CHAI RVMAN SI LVEY: Do you have any indication
of how |l ong that process would take?

MR. COMLEY: No, | don't.

CHAl RVAN SI LVEY: Ckay. And do you have
authority to speak on behalf of all of the owners of
Cedar Aen in stating their opposition?

MR. COVLEY: Well, not necessarily. And |

mentioned | indirectly represent them | represent the
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Honmeowner s Associ ation. The voice of the association |
would say is M. Hulett. But given the extent of the
conments - -

CHAI RVAN SI LVEY: You read us three. How nany
did you receive?

MR, COWLEY: | think there's over 70 and t hat
woul d represent | think close to 17 percent of the
entire custoner base of Csage Water Conpany and pretty
close to 33 percent of the people that |ive at Cedar
Gen. [|I'mnot sure whether the Comm ssion has ever seen
that nmuch response fromcustoners in public comrents.

It would certainly be a record. |If there were that many
in a KCP&L case, I'mtrying to think 10 percent woul d be
8,000. So there's been a big response to this. The
unit owners | think -- | think it's fair to say that in
bul k the unit owners would prefer to be served by the
district in the future.

CHAl RVAN SI LVEY: Okay. No further questions
at this tinme. Thank you.

MR. COWVLEY: My | answer a question that you
posed to the O fice of Public Counsel? | think we need
to keep in mnd that Cedar den residents, as well as
the residents in Chel sea Rose, Eagle Wods, G marron
Bay, they have all been putting up with I ess than the

best service throughout the course of this receivership.
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| don't think they're going -- | will speak for them
don't think they're going to worry about increased del ay
if they can get their rates at the sane rate that
everybody el se pays in that area. And there's going to
be evidence in the record -- I'mpresumng there will be
evidence in the record show ng the district rates are 78
bucks conbined. W may face increases tw ce that nuch
for this utility conmpany. There would be that much
di screpancy in the rates in this area. And | think --
woul d submt to you that Cedar A en unit owners don't
want that to happen.

CHAI RVAN SI LVEY: Thank you.

JUDGE DI PPELL: Any ot her Conmi ssion
guesti ons?

COW SSI ONER KENNEY: No, thank you.

JUDGE DI PPELL: Thank you, M. Comey. Lake
Area, MO Water and Public Water Supply District?

MR, ELLSWORTH: Good norni ng, Conmi ssioners,
Judge Dippell, Chairman. M nane is Aaron Ell sworth.
represent the Joint Bidders we'll call them That's
Public Water District No. 5, Lake Area Wastewat er
Associ ation and M ssouri Water Association. | have to
admt I'ma late guy. | think it's appropriate to say
|"ma fish out of water at PSC hearings. This is not

what | typically do, right.
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A year or two ago | agreed to represent a
sleepy little sewer district down in Canden County and
now | ' m here. The issues brought are very interesting
before the Conm ssion. The entities | represent are all
nonprofit. Wth respect to the Public Water District,
|"'mnot sure they even get paid. They all live wthin
the district. Wth respect to Lake Area WAstewater
Associ ation and M ssouri Water Association, they have
nmenbers. Those nenbers formthe board and they
determ ne what salaries are. These are all nonprofit
or gani zat i ons.

So, you know, the application about, the one
you guys are hearing today, is about profit. | nean,
you will see levels of built in profit for OCsage Utility

Qperating Conpany. |It's how they operate. It's not

bad. | nean, we live in the capital society. Wen
there are other alternatives, | ask you to keep in m nd
t he consuner. The consuner will be the biggest |oser

here if we approve the application. They will face
rates that will be two or three tines higher. It hasn't
been pinned down in their data requests. |t probably
won't be pinned down in their testinony at exactly what
will they be comi ng back on a rate increase and asking
for in a couple years.

| wll tell you fromny review it appears that
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they're intending to nmake i nprovenents to these systens
that aren't required. Chairman Silvey, earlier you

tal ked about these systens being in dire need of repair.
Potentially, you know, could there be potential harmto
t he consuner currently. In the Staff's recommendati on,
the DNR reported no unsatisfactory conditions at Cedar
G en currently. Now, | agree that over the last 10, 14
years (Osage Water Conpany has not reinvested noney into
t hose systens. They've let themkind of linp al ong.

Do they need repairs? Yes. |Is it dire at
this point to the effect that we should worry about the
delay? O course, we don't want delay. | don't think
it's adire situation. And | think the evidence wll
show that. W do have four systens. |t appears that
there are not DNR reports on the other ones but there
doesn't seemto be any type of health or inmnent harm
to the user currently that |I'maware of or that |'ve
seen in any of the docunents.

There were a couple other things that were
brought up. One other point, too, is that even with
respect to the Cedar G en water, it appears to be fine
in those reports as well. What is unfortunate in this
process and | have a little bit nore history and
background on it because | was involved in the

bankruptcy proceeding. There was sone nention of a
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delay in application. The process was the sane for
ever ybody.

We started in circuit court, nultiple bids
multiple tinmes. The question was asked why didn't
anybody purchase it before. Al the offers were al ways
contingent on giving nme clear title. You don't want to
buy sonething that has a judgnent against it. That's
what we had. So circuit court didn't have the power to
grant clean title. So the only option was, and they
fought for years over the judgnents and who was going to
get paid if these went through, and they're still
fighting about it in bankruptcy court and they'l
probably fight for it long after this proceeding is
over. But that was the issue in the circuit court
proceeding. Utimately the judge deci ded who can give
clear title, let's put it in bankruptcy.

Bankruptcy judge can give us clear title. He
can w pe away all the judgnents. Only person that has
the authority to do it. So that's why we wound up in
bankruptcy court. Miltiple bids in circuit court.
Those wll be part of the evidence today.

Bankruptcy court, nultiple bidders. W all
appear at the bankruptcy auction. The terns were the
sane for everybody. They negotiated the stalking-horse

purchaser, Central States, Osage Utility Operating
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Conpany, and they put out the first bid. It was

$465, 000. And then everybody had to -- | think maybe
they were 455. We had to match that. W all had to
deposit 40 grand to cone to the auction. W all goto
the auction. They continue to match it so they get
preferential treatnent. If it was the other way around,
we're here today saying give us, you know, approve our
application. Wth respect to the application, if it
needs to be filed we'll have that filed i mediately. |
don't have a contract. | have a contract that's
contingent upon their application not being granted.

What |'m hoping the Conm ssion will hear today
and gather fromthe evidence is that | think you guys
have a general ability to consider all factors that wll
be relevant to what is in the public's interest and
certainly harmto a ratepayer. | think this is the
bi ggest one before you today. But al so consider the
proposal that Gsage Utility has.

The application should state the purchase
price and financial terns. W haven't pinned down the
financial terns of this. What's the oan? Sone of the
exhibits shows that we have a $1.7 nmillion loan. It
appears it's going to be at 9 percent. Over how nany
years? That interest is a loan froma parent conpany.

They're building in all these levels of profit. It's a
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guaranteed | oan. You have a trapped consuner base that
will be paid.

So the other things that should be considered
are the proposed inprovenents and are they necessary.
That really hasn't been addressed in ny opinion. They
say what they wanted to do. |Is it necessary? That's

not in the Staff recomrendati on. How w || the

i nprovenents inprove or correct deficiencies? | don't
see that in the recomendation. | don't see that in the
application. 1In fact, it appears that what is required

and what they're proposing are very different.
And then obviously public interest. So at the
end of the day | want you guys to consider all the

rel evant factors in determning that this application

approval will be against public interest and denying it.
JUDGE DI PPELL: Do you have any questions?
COW SSI ONER KENNEY: | have a questi on.

JUDGE DI PPELL: Comm ssi oner Kenney?

COW SSI ONER KENNEY:  Good nor ni ng.

MR, ELLSWORTH:  Good nor ni ng.

COW SSI ONER ELLSWORTH:  Is it your
understanding that if we deny this application then your
group of bidders would be granted the contract and then
t hey woul d, they, the group, would cone back to us?

VMR, ELLSWORTH: It's a fact that we have a
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bi nding contract. |In fact, we had to sign an anmendnent

to extend it beyond the closing date and it's in

perpetuity. W still have 40 grand sitting with the
trustee. |f you deny the application, she's calling ne
and say you're next up, |I'mgoing to the bankruptcy

court, which | think the bankruptcy court, don't hold ne
toit, but I think they've approved both contracts if |
understand how it was, but | did not participate in that
pr oceedi ng.

We're on the hook. W can't wal k away. W
have to buy it. And plus, | think our presence here
today indicates we want to follow through on the
contract.

COW SSI ONER KENNEY:  Thank you.

JUDGE DI PPELL: M. Chairnman?

CHAl RVAN SI LVEY: Just to clarify, you said
you have to buy it?

MR, ELLSWORTH. Yes. We'd be breaching the
contract if we didn't.

JUDGE DI PPELL: Al right then. Thank you.

MR, ELLSWORTH: Thank you.

JUDGE DI PPELL: Gkay. | think that concl udes
our opening statenents then, and | prom sed to give you
all a break before we began with the first w tnesses.

So it's not quite 10:35. 1Is 15 mnutes | ong enough or
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207?

MR. COOPER: If it's the normal Conm ssion
15-m nute break, | think it wll be.

JUDGE DI PPELL: Okay. W'll take 20 m nutes
and we will begin at five till. Thank you. W can go
of f the record.

(O f the record.)

JUDGE DI PPELL: Let's go ahead and go back on
the record. We're back on the record after our break,
and we are ready to go ahead and begin with our first
wi tness. So M. Cooper?

MR. COOPER: Yes, Judge. Do you want us to
tal k our way through the exhibit nunbering first or go
ahead and call M. Cox to the stand first?

JUDGE DI PPELL: You can go ahead and do the
exhibits. That's fine.

MR. COOPER:. Ckay. M. Cox has direct and
surrebuttal testinony. However, there are three
schedules within his direct that are confidential. So
we're going to mark those separately which results in
Exhibit No. 1 being Josiah Cox Direct, Exhibit 2P and 2C
being his Direct Schedule JCG-2Cin a public and a
confidential version. Exhibit 3P and 3C wll be M. Cox
Direct Schedule JC-3C again in a public and confidenti al

version. Exhibit 4P and 4C wll be M. Cox D rect
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Schedul e JC-13C in both a public and a confidenti al
version. And Exhibit No. 5 will be M. Cox's
Surrebuttal Testinony.

JUDGE DI PPELL: I'mjust going to clarify for
t hose that didn't have the benefit of our conversation
wth the court reporter earlier. Basically the D rect
Testinmony is Exhibit 1. That's everything in the public
version. The Exhibits 2, 3 and 4 are the schedul es from

M. Cox's direct testinony that are marked as

confidential. That's correct?

MR. COOPER: Correct.

JUDGE DI PPELL: 1'msaying that right? Ckay.
And then, of course, 5is the Surrebuttal. So

M. Cooper is going to provide -- because the 2, 3 and 4
are basically entirely confidential schedules, he's
going to go ahead and provide a public version which
will basically just be a sheet that says this is
confidential inits entirety. But when it goes into our
el ectronic filing system that will show up so that if
soneone fromthe public is trying to access that exhibit
they will see that they're not able to access it because
it's confidential inits entirety. So this is the way
M . Cooper proposed doing this. So we're going to give
it atry, but don't think that you have to change your

nunbering to match this if you have proposed to do it
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anot her way. Al right.

MR, COOPER: At this tine then, Judge, we
woul d call M. Josiah Cox to the stand.

(Wtness sworn.)

JUDGE DI PPELL: Thank you. Al right, M.
Cooper, you can go ahead.
JOSI AH COX, being sworn, testified as foll ows:
DI RECT EXAM NATI ON BY MR. COOPER:

Q Pl ease state your nane.

A My nane is Josiah Cox.

Q By whom are you enpl oyed and in what capacity?

A "' menpl oyed by CSWR, LLC. [|I'mthe president
of the conpany.

Q Have you caused to be prepared for the
pur poses of this proceeding certain direct and
surrebuttal testinony in question and answer fornf

A | have.

Q s it your understanding that that testinony
has been marked as Exhibits 1 through 5 for
identification?

A Yes.

Q Do you have any changes that you would like to
nmake to that testinony at this tinme?

A No.

Q If I were to ask you the questions that are
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contained in Exhibits 1 through 5 today, would your
answers be the sane?

A. They woul d.

Q Are those answers true and correct to the best
of your information, know edge and belief?

A. Yes, they are.

MR. COOPER:  Your Honor, | would offer
Exhibits 1 through 5 into evidence.

MR. COWLEY: Your Honor, with respect to
Exhibit 5, the surrebuttal testinony of M. Cox, Cedar
G en renews its notion to strike select portions of his
testinmony, his surrebuttal testinony, and so as not to
burden the transcript | would ask the Regul atory Law
Judge, Judge Dippell, if you would permt us sinply to
note the filing of that notion and let it speak for
itself instead of going through with the record today.

MR, ELLSWORTH: The Joint Bidders would join
in M. Comey's notion.

JUDGE DI PPELL: Al right. | will overrule
your objection and notes the notion that was previously
filed is the objection. Are there any other objections
to Exhibits 1, 2 both public and confidential, 3 both
public and confidential, 4 both public and confidenti al
and Exhibit No. 5? Seeing no other objections, then I

will receive those into evidence.
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(COMPANY EXHI BITS 1, 2P, 2C, 3P, 3C, 4P, 4C
AND 5 WERE RECEI VED | NTO EVI DENCE AND MADE A PART OF
TH S RECORD. )

MR. COOPER: Thank you, Your Honor. W would
tender M. Cox for cross-exam nation.

JUDGE DI PPELL: Just one second. Gkay. And |
forgot to say at the very beginning that we woul d foll ow
t he proposed order of w tnesses and order of
cross-exam nation, and so forth. Again, for the benefit
of those that don't practice here regularly, we usually
do direct and then cross-exam nation in the order, we
have questions fromthe Conm ssion, we allow further
Cross-exam nati on based on questions fromthe bench and
then we do a redirect at the end.

Because we had -- Because |'mall ow ng
addi tional information based on Staff's recommendati on,
when we do the direct you will have the opportunity to
put inalittle nore than you mght nornmally do in a
Comm ssi on proceeding. So you didn't have anything
further at this tinme, M. Cooper, with regard to
response to Staff's recomendati on?

MR. COOPER: Its revised recommendation, no,
we do not.

JUDGE DI PPELL: kay. Then let's go ahead

wth cross-examnation fromthe Staff?

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

81



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

M5. PAYNE: Thank you, Judge. Good norning,

THE W TNESS: Good nor ni ng.
CROSS- EXAM NATI ON BY Ms. PAYNE:

Q Has Osage Utility Operating Conpany requested
approval of any financing for this acquisition?

A They have not.

Q And has the Conpany obtai ned engi neering
reports or any other evidence or docunentation of the
proposed i nprovenents that were made in its application?

A. We do not have final engineering reports for
any of those proposed inprovenents, to ny know edge.

Q Have you seen any engineering reports or other
docunent ati on of any other inprovenments proposed by any
other parties to this matter?

A. | have. 1've read the joint applicants, sone
of their conmments on what they think the inprovenents
shoul d be or repairs.

Q Do you agree wth those proposed inprovenents?

A | do not.

Q Thank you. Is it your understanding that a
federal bankruptcy court has ruled that Central States
Wat er Resources was the w nning bidder of the bankruptcy
auction regardi ng the Gsage Water Conpany assets?

A. Yes, ma'am | was at the bid nyself.
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Q s Central States Water Resources the only
bi dder that's authorized to purchase the assets by that
federal bankruptcy court at this tine?

A. That is correct, currently at this tine.

Q Ckay. And are you aware of the other bidders
to that bankruptcy auction?

A | am It's called the joint applicants, or
what are we calling those guys, the |ake area -- the
Joint Bidders, sorry, excuse me, the Joint Bidders, yes.
They're the other people who have tried to bid it |
guess.

Q Are they the only other bidders?

A They are not the only other bidder. There was
anot her bi dder that was present there at the auction
t hat woul d be M ssouri-Anerican Water.

Q Ckay. Thank you. And is your application in
the public interest in your opinion?

A. | absolutely believe our application is public
i nterest especially given the state of the systens that
we're attenpting to purchase.

Q Wul d you say it's not detrinental to the
public interest?

A. | don't know how you could be any nore
detrinmental than the current state of affairs at Osage

Water just due to the state of disrepair and
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dil apidation that's going on. So absolutely is not
detrinmental for our firmto buy these assets.
M5. PAYNE: Thank you. | have no further
guesti ons.
JUDGE DI PPELL: Are there questions from Cedar
d en?
MR. COMLEY: Thank you, Judge.
CROSS- EXAM NATI ON BY MR COMLEY:
Q M. Cox, | understand that in 2005 or so you
formed an LLC called Trunpet, LLC, is that correct?
A Yes, sir.

Q Are you still affiliated wwth Trunpet, LLC?

A No, sir.

Q Let me ask you this. Are you a professiona
engi neer ?

A No, sir.

Q On page 3 of your direct, | think I have your
testi nony correct, you're an adm nistrator for a rural
sewer district; is that correct?

A Yes, sir.

Q | amassumng it's a Mssouri rural sewer
district?

A Yes, sir.

Q Where is that? Were is it?

A. It's Selma Village Sewer District.
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Q Can you spell that?

A S-e-I-ma Vill age.

Q "' munaware where that Selma Village is
| ocated. |Is that on the east side?

A. That is correct. Near Crystal Cty, Mssouri.

Q Thank you. In your position as adm nistrator
| suspect you've becone famliar with the manner in
which the rates are set by that rural sewer district?

A. Yes, sir.

Q Is it true that the rates are set w thout any
consi deration of profit?

A. Yes, Sir.

Q Now, | understand that there's sone surplus
that's involved in those rates. Wuld that be a correct
st at enent ?

A That is correct.

Q But that surplus is allowed not for

distribution to shareholders or to custoners; is that

correct?
A That is correct.
Q "' massum ng that there's an el ected board

t hat manages the district?
A. Appoi nt ed boar d.
Q Appoi nted board. Are ratepayers given a

chance to voice how the board is el ected or appointed?
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A | don't know the technical answer to that
guestion, sir.

Q Ms. Payne asked you about the auction process
at the federal level. Regarding that process, isn't it
true that Central States Water Services matched the bid
that was supplied by the Joint Bidders?

A That is correct.

Q Wul d you also agree that if Osage Uility
Operating Conpany is not able to close on the Osage
Wat er Conpany assets the trustee has an agreement to
sell those assets to the District No. 5 and the two
nonprofit associations, the Joint Bidders?

A |"mnot famliar enough wth the bankruptcy
process. | understand that our contract, ny contract
stipulates that we had to put a deposit down and so if
we didn't close on the transaction barring certain
stipulations in the contract, then we would either be
forced to give up our deposit or consummate the
contract.

Q Let me direct you to page 7, line 10 of your
surrebuttal for a nonent. |It's going to take ne a
mnute to get there too. Forgive ne.

A. What was the page again, sir?

Q It's page 7, line 10. Reading there | have
further, should OQUOC not be able to close on the Osage

TI GER COURT REPORTI NG LLC 86
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

Wat er Conpany assets, the trustee has authority to sell
the assets to District 5, Lake Area Wastewater

Associ ation and M ssouri Water Association, the first
backup bi dders, subject to receiving all necessary
regul atory approval. |Is that a correct readi ng of your
testi nony?

A. Yes, sSir.

Q | understand that if OQUOC is approved by the
Commi ssion that the Conpany intends to charge the sane
rates as Osage Water Conpany; is that correct?

A That is correct.

Q And during the tinme those rates are in effect,
QUCC woul d be undertaking the inprovenents that you and
M. Thomas had described in your respective testinonies?

A Yes, sir. Qur typical standard practice we
woul d have to -- we have to engage a third-party
pr of essi onal engi neer, we have to do final engineering
desi gn plans, we have to process those final engineering
design plans with the M ssouri Departnent of Natural
Resources to get construction approval before we can
construct those. So there would be a tine period in
which we are getting the plans permtted by DNR before
t he actual inprovenents the process woul d change.

Q | suspect you' ve anticipated that there woul d

be an estimated tine in which all those approvals would
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be obtained. Wuld that be correct?

A. Yes, we have a range of tines that we're
accustoned to.

Q Wul d that range of tine be within 12 to 24
nont hs?

A. Yes, that is correct. W anticipate it to be.

Q After those inprovenents are nmade, at sone
point you will come to the Conmm ssion for purposes of a
rate increase reflecting the cost of those inprovenents?

A. That is correct. Any inprovenents we nmade we
will seek recovery for before the Conm ssion.

Q In the rate case as well you woul d seek
recovery of the costs of the assets?

A. That is -- yes, sir.

Q If my math is correct, the total anount of

your investnent in the systens and your inprovenents

woul d be in the range of $3 mllion; is that correct?
A. That is our current estinmate.
Q Is that a prelimnary estimate or is that

sonet hing that is considered accurate?

A. It's a prelimnary estimate since we don't
have final engineering plans done.

Q During that rate increase request you woul d be
expecting a return on your investnent, would that be

correct?
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A. Yes, sSir.

Q You' ve asked for a debit incentive -- a debit
acquisition incentive in this case; is that correct? |
think 1've got the right term nology. Forgive nme if |
don't.

A. What we' ve agreed, what we've asked for
guess in the summation of this is the purchase price be
recogni zed as rate base.

Q So if that's approved, you would want to have
t hat purchase price considered -- a rate of return on
that particular itenf

A. Qobvi ously subject to Conm ssion approval we
woul d |1 ook for that.

Q W've talked a little bit about the debt you
m ght incur on this. |It's not going to be obtained on
the commercial market; would that be correct?

A. That's not correct yet. W're still in the
process of | ooking at obtained debts on the comerci al
mar ket .

Q On the conmercial market ?

A Correct.

Q Are you also looking with respect to private
| enders?

A W are.

Q Wul d you expect the private lenders' rates to
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be as conpetitive as the comercial markets?

A. It's all about the risk adjusted return that
the individual |lenders want to loan us to. | can't
speak to how the individual private |enders, you know,
create their debt costs.

Q Have you incurred debt at 10 percent or above
in the past?

A | have.

Q Are you anticipating that that debt m ght be
at that interest rate?

A Can | correct? | have not. W have as a
conpany.

Q You have as a conpany?

A Correct.

Q | understood that's what you neant. Excuse
me. As a for-profit entity, OUOC would not qualify for
any kind of tax exenpt financing; is that correct?

A. Not that I'mcurrently aware of.

Q Wth respect to the anobunt of nopney that you
woul d want to borrow at this point, you have not advi sed
the Conm ssion or the parties about how nuch you m ght
borrow, is that correct?

A That is correct.

Q So you're anticipating that there would be

capital infusions fromthe nenbers in the OUOC conpany
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or sharehol ders in the OQUOC conpany?

A. Yeah, there would be capital infusion from
Central States Water Resources, CSWR, LLC

Q And that capital infusion, would that be based
on a loan or would that be on a grant?

A. That woul d be an equity i nfusion.

Q When the equity infusion that woul d be given a
preference in ternms of returns?

A. No, sir. It's purely an investnent. Then the
return conmes fromasking for a future rate consi deration
for investnents nmade in the systens.

Q | have a few questions about Cedar Gen. |
wanted to confirmwith you, and | think it's in the
Staff's recomrendati on, but just to nmake sure | have it
correctly and I've said it in ny opening statenent that
your understanding is that there are 216 custoner
accounts at Cedar @ en; would that be correct?

A. There's sone di screpancy between water and
wastewater | think in those counts, but | believe 216 is
cl ose.

Q Ckay. And all of these custoner accounts are
| ocated within the condom ni um project; would that be
fair to say?

A. Yes, sir, | believe that is true.

Q | think M. Cooper said there are about 420
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Osage Water Conpany custoners, correct me if |'mwong,
M. Cooper.

MR, COOPER: | think 420 on one side and 402
on the other side.
BY MR COMEY:

Q So Cedar A en would represent a little nore
than half of the custoner base for Osage Water Conpany;
woul d that be correct?

A. Appr oxi mat el y.

Q Do you think it's fair to say that the cost of
serving those 216 custoners at Cedar Aen let's say for
wat er service would be | ess per custoner than it would
be per custoner for the other Osage Water Conpany
service areas?

A No, | do not believe that's true.

Q The cost of service would be the sane for
t hose 2167

A. It potentially could be nore for Cedar den
than for the rest of the systens depending on the fina
i nprovenents that are required. Cedar A en is one of
the few-- is the only systeminside the group of Osage
Wat er systens that has a popul ati on over 500. Over 500
popul ati on actually requires two sources of drinking
wat er and groundwat er storage, boosters, punps and al so

need a disinfection, backup disinfection.
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Q | think that's been an i ssue between M.
Thomas and M. Krehbiel on whether or not that secondary
source, is that correct, | think there's been sone
di spute about that in the testinony?

A. You know, |'mjust going by Mssouri state
m ni mum desi gn gui del i nes.

Q Thank you. Let ne give you an exanple,

t hough. Wuldn't density of population at a particul ar
site influence the econony of scale in preparing a rate
for service?

A. It all depends on the anmount of inprovenents
on a per custoner basis.

Q Wuld | be correct to say that OUOC woul d not
have a rate that's specific to the Cedar 3 en residents
if it is approved to acquire the assets?

A. Since we're adopting the existing tariff, the
answer is no, there's a single tariff regardl ess of
where the custoner is.

Q In the future, would you anticipate that there
woul d be a region specific tariff that would cover the
Cedar den residents?

A. It would just depend on what the final
i nprovenents are and what the makeup of the entire
conpany was at that point.

Q One of the conmpanies that Central States Water
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Resources is affiliated with is the Hillcrest Uility

Conpany, as | understand?

A. That is correct, sir.

Q And it was a distressed conpany as well, am!|
correct?

A. Yes, sir. \When we purchased Hillcrest, they

were in the mddle of a nine-week boil order because the
exhaust vent in the water tower had rusted out so there
was fecal matter in the drinking water system The
wast ewat er | agoons were under an Attorney Cenera
enforcenent action. |In fact, | don't think Fannie Me
and Freddi e Mac were doi ng nortgages to the hones in
that comunity due to the distressed nature of the
| agoon system as wel | .

Q Do you recall what the rates were for
Hillcrest at the tine you took over the assets?

A. |"msorry, sir, | don't know off the top of ny
head.

Q Do you know what the rates are now?

A. | don't know the exact rate off the top of ny
head.

Q Hillcrest came to the Comm ssion for rate
relief; is that correct?

A. | don't understand your question.

Q After you acquired the conpany and you
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operated for awhile, did you cone to the -- did
Hillcrest come to the Public Service Conmm ssion and
acquire a rate increase?

A. Yes. After all the inprovenents were
constructed in Hillcrest, it cane before the Comm ssion
for rate increase.

Q So there is a case that has been filed with
the Commi ssion for that rate relief; is that correct?

A. That is true, sir.

Q Do you have any recollection of the results
and approvals in that case?

A. | have general recollections. Qbviously I
participated in that case.

Q Do you know what the request for rate relief

was? Can you tell us what that is? Don't worry about

it. 1'll get the case.
A. | don't renenber the nunbers, sir.
Q All right. 1'mgoing to skip to your direct

just for a noment. On page 18 of your direct, page 18
of your direct, line 20. | think I'll wait until you're
there. Are you there?

A. | am sir.

Q Your testinony there is there is no treatnent
or disinfection of water in the Cedar den system and

nmy question would be are you saying that disinfection of
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that water is required?

A. No, sir, I'mjust saying there is no
di sinfection currently.

Q It is not required, is it?

A. It's not required unless there's an ecoli test
positive in the system

Q Do you know whether or not this is a
reconmendation from M. Thomas?

A | don't know if that's a recommendation of
M. Thomas or not.

MR. COMLEY: Your Honor, | have sone questions
concerning one of the confidential schedul es that
M. Cox attached to his direct testinony, and because of
that I would ask that the Conm ssion schedul e sone sort
of an in-canera proceeding for all of us if we do al
have questions about it.

JUDGE DI PPELL: Are you saying you want to
hold that and do that --

MR, COWLEY: |[I'Ill leave it up to you. |I'm
happy to do it right now.

JUDGE DI PPELL: WII| there be other -- Does
anyone at this tinme know they will have other questions
about confidential schedul es?

MR, ELLSWORTH: It will depend on what

M. Com ey covers, but | do intend to have questions
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about it. He may cover them before | do.

JUDGE DI PPELL: W could go ahead | think then
and just cover that now and | can allow any ot her
Cross-exam nation --

MR. COMLEY: Thank you.

JUDGE DI PPELL: -- while we're in canmera on
that. Well, then at this tine we wll go in canmera. |If
there are people in the roomthat are not able to hear
an in-canmera proceeding, |I'll count on the attorneys to
poi nt that out and ask those people to | eave the room

| "' massum ng that they have exited the room
| can't tell. Thank you. Heard the door.

(REPORTER S NOTE: The hearing went into an

i n-canera proceedi ng.)
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(I n-canera proceedi ng.)
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(I n-canera proceedi ng.)
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(I n-canera proceedi ng.)
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(I n-canera proceedi ng.)
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(I n-canera proceedi ng.)
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(I n-canera proceedi ng.)

TI GER COURT REPORTI NG LLC

WAV TI GERCR. COM

573. 999. 2662

103



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

(I n-canera proceedi ng.)
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(REPORTER S NOTE: At this point, public
session resuned.)

JUDGE DI PPELL: So we're back on the public
session then and we wll resune with the
cross-exam nation from Cedar d en

MR. COMLEY: Thank you, Your Honor. | have no
ot her questions for M. Cox.

JUDGE DI PPELL: Ckay. |Is there
cross-exam nation then fromthe Public Water Supply
District, et al.?

MR. ELLSWORTH: Yes, Your Honor. The Joint
Bi dders woul d have cross-exam nati on.
CONTI NUED CROSS- EXAM NATI ON BY MR ELLSWORTH:

Q M. Cox, on behalf of nmy clients | previously
submtted sone data requests to you. One was state the
anount of the purchase price being financed and you
referenced the Conpany. | just want to clarify. W is
First Round CSWR?

A That was incorrect. It's CSWR, LLC. It was
formerly named First Round.

(REPORTER S NOTE: At the request of Judge
D ppell, page 105, line 21 through 106, line 10 was

pl aced in the in-canmera proceedi ngs.)
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(REPORTER S NOTE: End of in-canera.)

MR. COOPER: Judge, | think this was precisely
the nunbers that were a part of the in canmera discussion
that we were supposed to be having.

JUDGE DI PPELL: | assune that those data
requests were nmarked confidential ?

MR HALL: |If | can speak on that.

JUDGE DI PPELL:  Yes.

MR. HALL: The particular nunber was marked
confidential with the two asteri sks.

JUDGE DI PPELL: kay. Do we need to go back
in camera to discuss?

MR, ELLSWORTH: |'m going to apol ogi ze to you,
Judge Dippell and the Conm ssioners. As | said, I'ma
fish out of water here. This confidential stuff is new

tonme. | apologize. | didn't realize what has been
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mar ked confidential. Yes, that is marked confidential.

JUDGE DI PPELL: | can nmake the part of the
recording confidential and | can nake that part of the
I n canera session, the questioning on the transcript.
So | can't, you know, take back fromthe air the words
that were said, but I will do ny best to nmake the record
-- make that confidential on the record from here
forward. Are there -- Do you want to go back in canera
t hen and ask those questions? Do you have further
guesti ons about the nunbers?

MR. ELLSWORTH: No, Your Honor, that will be

fine. W don't have to go back in.

JUDGE DI PPELL: Ckay. | wasn't sure you
actually got an answer.

MR, ELLSWORTH: | didn't | understand, but |
think he had testinony previously. |'ll just nove on

for the sake of ny own enbarrassnent.

JUDGE DI PPELL: | guess just as a general rule
of thunb if you're about to tal k about a nunber, it's
usual ly the nunbers that are confidential.

MR, ELLSWORTH. Thank you. Now I'mafraid to
ask questions to try to renmenber what's confidential and
what' s not.

BY MR ELLSWORTH

Q M. Cox, in your direct testinmony | believe
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that of you and M. Thomas you tal k about different
i nprovenents you propose to nmake to the Osage Water
Conpany assets?

A. Yes, Sir.

Q You proposed a well nonitoring system an

el ectronic well nonitoring systenf

A Renote nonitoring system
Q Renot e noni toring?
A Correct.

Q Do you know what the cost of that is?

A. It depends on the exact setup, but it ranges
between 5 and $10, 000.

Q Wiy is it necessary to have the renote
noni tori ng systenf

A We use a renote nonitoring systemto ensure
safe and reliable service. Central States Water
Resources, our standard business practice is is when we
go buy an asset, we do surveys of the entire asset and
we geotag those so we know every single utility asset
that's associated with every system and then we use
renote nonitoring to be able to nmake sure that they are
performng so we're able to see plant production, well
production, that kind of thing simultaneously. That way
we're able to do preventative nmintenance to prevent a

| oss of service to custoners.
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Q Where does the nonitoring actually take place?
s that in St. Louis?

A. No. It feeds into -- W have a conputerized
mai nt enance managenent systemthat's in the cloud. So
all our nmonitoring goes to that. W use Uility C oud
Is the systemwe use. That's able to directly alert
both us and our contract operators sinultaneously.

Q s that in addition to a physical nonitoring
or routine physical nonitoring of the systens?

A. That is true. |It's in addition to the routine
physi cal nonitoring.

Q s this electronic nonitoring necessary?

A | believe it's necessary for providing safe
and reliable service, gives us a double safety to nmake
sure that consuners are continuing to receive water and
sewer service that's safe.

Q Have you reviewed the Staff recommendation?

A | have.

Q Do you agree with ne that on page 8 --

JUDGE DI PPELL: Are you | ooking at the revised
reconmendati on or the original?

MR. ELLSWORTH: [I'msorry. |'mlooking at the
original.

JUDGE DI PPELL: Okay. Just so it's clear.

THE WTNESS: | don't believe | have a copy of
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that in front of ne.
BY MR ELLSWORTH:

Q Did you review the DNR sewer inspection
reports for Cedar d en?

A. | did previously.

Q Do you recall the DNR sewer inspection report
states no unsatisfactory conditions at Cedar d en?

A | don't renenber that, but |'ve been to Cedar
G@en. Cedar Genis a failing wastewater plant. The
wal ls are failing, the nedia is failing. W did
i ndependent tests. They failed the tests as well.
That's a systemthat has been neglected for years and
years. |'ve gone there nmultiple tines over the years,
and everytine |'ve seen nore and nore system c negl ect.
The idea that that plant can performto neet nodern DNR
standards, it's not possible. W've got a ton of
experience with sand plants all over the country. For
the nost part, sand plants cannot treat for ammonia
renmoval , you know, nuch | ess phosphorus renoval in the
future. The disinfection systemthere was severely
undersi zed. There are a nunber of issues there.

Q That's why you propose installing the MBBE or

A. The MBBR. It's a noving bed bio reactor.
Q And you're proposing to install that at Cedar
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d en?

A Based on final engineering, you know,
permtting, we have to go through all that. W believe
that's the nost cost effective solution in order to
bring that systemin conpliance currently. That's
subject to future review.

Q Do you know what the estinmated cost of that
i S?

A. | don't renenber what it is off the top of ny
head.

Q And the total prelimnary proposal for
i nprovenents and repairs to Cedar den you have a --
your conpany has approxi mately $650,000? Do you know?

A That sounds close to correct. | have to | ook

at the testinony directly.

Q Over all the systens your proposal is to
repairs that are approaching $2 mllion, correct?

A. | believe it's 1.7 and change. Maybe it's $2
mllion. | don't have the exact nunber in front of ne.

Q M. Cox, the applicant had previously taken
the position, tell nme if I'"'mwong, but | believe the
applicant previously took the position that a second
wel | was not necessary at Cedar d en?

A. You' re tal king about that we previously took

t he position?
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Q Yes.

A. We were eval uati ng whet her that was possible
or not. W don't know currently.

Q Today you said if we have nore than 500 users
a second well is required?

A. Wll, that is m ninum design guides right
there. So it's a question of how many residents are
actually in the condos thenselves. There's the question
that we have to answer at a future date and get approval
fromthe M ssouri Departnent of Natural Resources.

Q You don't have that figured out as we sit here
t oday?

A We do not have that conpletely figured out as
we sit here today.

Q But there are guidelines that say this is how
many users per three-bedroomcondo, this is how many per
t wo- bedr oom condo, correct?

A. There are -- Those are actually new
construction estimtes. You can actually use flow rates
as well as a proxy for that. Either one is possible.

Q Do you agree with ne in your direct testinony
that you -- you or M. Thomas' direct testinony that you
cal cul ated the customers to be 432 which was two tines
the 216 users in Cedar den?

A. Yeah. The total custoner count would be water
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and sewer custoners. That's where that nunber comes

from

Q Did you include the cost of a second well in

your $650, 000 i nprovenents and repairs to Cedar d en?
A. | don't renenber, sir.
Q So if you didn't, it could be -- what's the

cost of a second well there, 200, 0007

A | don't believe so. Probably $100, 000 i s what
| expect to drill a deep water well in Canden County.
Q So your estimate could be as nuch as, |

understand this is prelimnary, wthout being an
engi neer, it could be 750,000 instead of 650, 0007

A If we didn't include that original on the
original estimate, | don't renenber.
Q If you did include it in the original

estimate, woul d you have included that in your direct
testinmony -- in your rebuttal testinony, because you
listed out the inprovenents you intended to neke,
correct, your conpany intended to nake?

A. I f you give ne a second I'Il turn to the
pages.

Q "1l try to help you find them

A. Yeah, that would be great. No, | believe |

state | say that our conpany proposes to invest in

upgrades and nake the water system viable and nai ntain
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conpliance with MDNR upgrades. So we didn't |ist any
specific inprovenents there.

Q Can you tell ne what page you're | ooking at?

A It's page 18, 21 through 23.

Q M. Com ey had asked you about Hillcrest
rates. In that case the public was al so upset about
Central States comng in and taking over their systenf

A. No, sir. Wen we took over the system
everyone recogni zed there were probl ens that needed
remedi ed.

Q They were upset about the rates. If you don't
have know edge, that's fine.

A There were people, there were sone peopl e that
were upset by the rate increases, yes, | agree.

Q You agree nobody |likes to pay nore, right, we
want to pay | ess?

A. No one likes to pay nore, | agree with that,

Q Do you agree with ne that Hillcrest rates are

currently $152?

A | don't renenber what their exact rates are.
Q | s that approxi mte?

A | don't renenber, sir.

Q Do you provide them water and sewer?

A We do provide water and sewer.
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Q On EEmHIls, were the users there were they
upset about the rates charged by Central States?

A. ElmH Ils adopted existing tariffs. There's
never been a rate increase at ElmH |1s.

Q Do you know what the rates are there? Are
t hey $1407?

A. No, sir. | don't know if they are, but
they're significantly |l ess than that. One of those
systenms is a receivership systemvery simlar to Osage,
been abandoned for probably 10 years. Another system
State Park Village, they were an active polluter in a
state park. W had to do an agreenent on consent
abat enent order to bring that system back in conpliance
whi ch we' ve done.

Q When did that operating conpany acquire Elm

Hlls? Do you recall?

A. | don't renenber, sir.
Q Was it |ess than two years ago?
A | don't renenber.

Q M. Cox, earlier you testified that you said
that you were present when the bankruptcy judge approved
the Central States purchase of the Osage Water Conpany
asset s?

A. That's correct. | was there at the auction

nysel f.
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Q Do you understand the difference between being

at the auction and then -- W were both present at the
auction, right?

A Correct.

Q But there was no bankruptcy judge there,
right?

A. You know, sir, that bankruptcy proceeding is
above ny pay grade. | don't know exactly how federa
bankruptcy works. | know | was at the auction and
participated in the auction.

Q We participated in the auction with the
trustee present and their attorneys who sold the asset,
correct? You're still not sure?

A Can you say that again? | didn't understand

t he questi on.

Q Present that day was the trustee Jill d sen
right?
A. Yes, | renenber her being there.

Q And then her attorney Spencer Fane?

A. | do renenber Spencer Fane as well, sir.

Q Do you recall there being a bankruptcy judge
t here?

A. | don't recall how they did the auction. |
didn't know if there was a judge there or not.

Q Do you know if follow ng the auction if then
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Jill Asen, the trustee, through her attorney Spencer
Fane went to bankruptcy court to get approval of the
auction results?

A. Yes, the auction results were approved by the
federal bankruptcy judge.

Q You weren't present when they approved the
results; you weren't at the bankruptcy proceedi ng?

A. No, | was not at the bankruptcy proceeding.

Q You don't know whet her or not that order
approves both your first stal king-horse purchaser bid
and the Joint Bidders' bid?

A. | don't understand the |l egal technical part of
that. So | don't know how to answer your question
t here.

Q Well, that's what | want to clarify because
earlier you did state that the bankruptcy judge approved
it that day at the auction?

A. Approved ny bid?

Q Just your conpany's purchase of the assets.

It didn't occur at the auction is nmy point, right?

A. You understand that process better than | do,
sir. 1 don't understand the differentiation you're
trying to make there.

MR, ELLSWORTH: That's fair enough. No

further questions.
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JUDGE DI PPELL: Al right. Are there any
cross-exam nation from Public Counsel ?

MR. HALL: Absent any questions fromthe
Comm ssi on, Public Counsel wthholds any questions at
this tine.

JUDGE DI PPELL: Al right. Are there
guestions fromthe Conm ssion? Chairman Silvey?

CHAI RVAN SI LVEY: Thank you.
QUESTI ONS BY CHAI RVAN SI LVEY:

Q s the acquisition prem umor the existence of
an acquisition prem um a necessary part of your bid?

A. In this scenario, yes.

Q So it was stated earlier in the proceedi ng
that this process, including |I believe your initial bid,
predated the existence of an acquisition prem umrule?

A. There were multiple bids over the course of
Osage Water that we participated in. So, you know,
you' d have to give ne the tine frane. The bid --

Q Wien was your first bid?

A. | don't renenber, sir. The previous receiver
put this -- the whole set of systens, Osage Water, out
to bid. W were the only one in that original bid
process that were willing to purchase all the assets.
So it goes back to a previous statenent | think one of

the attorneys nmade that Anerican-Water nmaybe ten years
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ago tried to buy all these systens. They only tried to
buy Cedar G en. They didn't want all of the other
smal l er outlying systens and so they were rejected from
their purchase. Don't quote nme on that, but | believe
that's what | heard earlier. For us we were continually
the only conpany that was willing to buy all the systens
si mul taneously. Back to a comment that was nade
earlier, this has been a very difficult process. So we
couldn't get clear title. So the bankruptcy proceeding
was all about giving clear title so anyone coul d
pur chase the system because there were nultiple
judgnents against it.

Q So goi ng back to ny question, if you could
bal | park for nme, when did you first bid on acquiring the

syst enf?
A | really don't renenber, but | would say
probably '17 we originally bid onit. W bid-- | don't

remenber what we bid at that point. Yes, that's
correct.

Q So prior to January of 20197

A. That is correct. Prior to the bankruptcy
proceedi ngs and the ability to get clear title.

Q Ckay. So if the rule for the acquisition
prem um cane into existence in January of 2019 -- |

believe that's correct. |"'m sure soneone W ll correct
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me if I"'mwong. -- and yet your initial bid was in
2017, 2018, sonewhere at |least a year prior to that, why
is the acquisition prem umnow a necessary part of your
bi d?

A. Yeah. That goes back to being able to get
clear title. \When we originally bid the system we
t hought we were going to be able to obtain clear title
at net book value. Since then it went into the
bankruptcy process and while we participated, Centra
States Water Resources, in the rul emaking for that
i ncentive prograns, we obviously knew it was progressing
t hrough and knew the rules woul d be promulgated in
January. So we went to the bankruptcy proceeding. W
realized hey, we can participate in this. W know
there's an incentive rule and that will allow us to be
able to buy this systemwth clear title.

CHAI RMAN SI LVEY: No further questions at this

JUDGE DI PPELL: Comm ssi oner Kenney, do you
have any questions?
COW SSI ONER KENNEY:  Just briefly.
QUESTI ONS BY COWM SSI ONER KENNEY:
Q On the bidding process, I'mtrying to
understand. | heard soneone say you set the bid. Ws

that the statenent | heard?
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A. | believe that's what you heard. Really how
that worked is they did an initial bid for all the
systens. W were the only entity to submt a bid and
then a late bid cane in after the bid that was cl osed
and then fromthat point that's when the bankruptcy
trustee said hey, we're going to reopen this up for bid,
whi ch we consented to, and our bid that we put in for
the system was then the stal ki ng-horse bid, so the
m ni num bi d.

Q Expl ain stal king-horse to ne. That's not a
term| amfamliar wth.

A. "' mnot a bankruptcy expert. MW limted
exposure here is that stal king-horse is you have the
right to match a bid because you' ve got the base bid.

So the bankruptcy trustee wal ks into the auction know ng
that they will get at |east what the stalking-horse's
original bid was before it goes to auction.

Q Was that granted because you were the only
bi dder originally?

A. That is correct. Only bidder in tine.

Q They' Il have a chance to redirect in tine.

And then so | guess the bankruptcy court can do whatever
they want. They decide they got a |late bid so then they
reopen it?

A. That is correct. That's ny understandi ng.
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What was your original bid?
| believe it was 465.
Sonewhere in that range?

Yes, sSir.

o » O >» O

And then when it was reopened, other entities,
ot her bidders joined in?

A That is correct.

COWMM SSI ONER KENNEY: Al right. Thank you.
JUDGE DI PPELL: Commi ssi oner Rupp?
COWM SSI ONER RUPP:  Thank you.

QUESTI ONS BY COWM SSI ONER RUPP:

Q So follow ng up on Conm ssi oner Kenney's
coment, you did not go into the bid process seeking to
be the stal ki ng-horse; that was just because you were
the only ones to submt a bid on tine and then was that
a deci sion that when they reopened it that they granted
that or did you have to seek that?

A. No, they granted that because they wanted a
fall back price is the way | understood it. So again,
not a bankruptcy attorney but since we were the only
ones to nake a bid in tine, then when they reopened it
when saw that there was additional bidders, that's when
they used us as the base bid if you will.

Q So you did seek that on your initial bid?

A. No. | didn't know what a stal ki ng-horse was
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when | got into this.

COW SSI ONER RUPP:  Several of us didn't.
Thank you.

JUDGE DI PPELL: | just have one question for
you.
QUESTI ONS BY JUDGE DI PPELL.:

Q And this relates to what you were talking
about with regard to how many residents or how nany,
yeah, | guess it's how many residents versus how many
custoners at Cedar Gen. So you're trying to buy it and
you' ve nmade bids in bankruptcy court. You're going to
ask for an acquisition prem um but you haven't figured
out how you are supposed to provide safe and adequate
service?

A No, ma'am We just know there's a range of
ways. So when we take over systens, our standard
practice is we triage the systens i medi ately, right.
So all these systens have big existing issues that need
to be rectified imediately just to nmake sure the public
is not at risk, right. |If you go through the various
systens inside Osage, they've got failing disinfection
systens, they have a lack of nonitoring at all, we've
got exposed wiring. You' ve got a bunch of kind of
i mredi ate fixes that you would go in in at attenpt to

make sure we maintain even basic provision of service.
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Then fromthere we finalize the engineering. So we know
there's a range here of inprovenents.

In fact, over the first couple nonths of
operation of these systens we try and narrow that range
down because after we have sone experience operating
themoftenti nes we can say hey, the engineers originally
estimated X, Y, Z, we only need X and Y it turns out to
be able to neet m ninmum M ssouri design standards. You
know, we know exactly what it's going to take in general
to bring all these systens into conpliance. QCbviously
we have a done of experience with this. W've done it
multiple tines with systens in the sane state of
disrepair. So that's where you're here.

So for exanple, in your Cedar d en exanple,
specifically we know for sure the ground storage has to
be added to that because they don't have 24-hour backup
storage. That's a m ninmum design standard. Regardless
if they're above the 500, we know they're going to need
boost er punps and hydromati c storage because that's kind
of m ni mum desi gn standards. W know those things right
out of the gates. And then whether or not we drill a
second well w Il be determ ned what we think the
popul ati on equivalent is. So that's what you heard us
tal ki ng about. So popul ati on equi val ent can be given

even fromthe M ssouri Departnent of Natural Resources
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desi gnation by housing class or it can actually use flow
rates and infer what the population is.

Q So even if there is technically nore than 500
residents, if the flowrates show that it's equival ent
to |l ess than 500, you could get it permtted or not have
the extra well?

A Yeah, that's a good question. You can never
tell how many actual residents are in a condo
association in particular. So yeah, we use a flowrate
totry to infer what that is.

JUDGE DI PPELL: That was all. Conm ssi oner
Rupp, do you have any additional questions?
COW SSI ONER RUPP:  Yeah, | did. Thank you,
Judge.
FURTHER QUESTI ONS BY COWM SSI ONER RUPP:

Q So your initial bid you said was roughly,
what, 2017, sonmewhere in that ball park?

A. | believe that's true, sir.

Q And then did your organization incur any costs
while it was going through the whol e bankruptcy issue to
get clear title?

A. Ch, yes. So we had to hire a bankruptcy
attorney to understand that process. W had to, you
know, retain outside counsel to get us through the

process. There was absolutely costs as we were going
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t hrough the bankruptcy proceedi ng.

Q At that tine in 2017, were there any other
bids put in for the systenf

A. There may have been a bid for Cedar Aen. |
don't renmenber, sir. W were the only one to bid al
the assets, if | recall correctly. Anerican-Water may
have but | don't renenber that. So | apol ogize. |
don't renmenber the exact. | believe we were the only
bi dder .

Q | can ask this of the other parties but if you
know t he answer, the other parties that started making
conpeting bids that you were matching in the
st al ki ng- horse, when did those cone in? Like what year?

A. It's not -- So it went to federal bankruptcy.
And then in the sunmer of '18 or maybe early fall is
when we made our initial bid intinme. And then |ate
bids canme in. Then they nanmed us a stal ki ng-horse. |
believe it was end of Cctober is when the actual auction
took place. So the parties were all at the auction.

You weren't submtting renotely. You were sitting
around a table at a federal bankruptcy auction is how
t hat process worked.

Q So I'mtrying to wap ny head around this

tinmeline here where you said initially you started this

process roughly in 2017. W else was involved? Wre
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the other parties involved in 2017 or were just your
organi zation? Wen did the other parties enter into the
process?

A. My recollection is we were the only party that
bid this originally and that was back when the receiver
was trying to dispose of the assets and the i ssue was
that no one could clear get clear to the assets because
there were so nmany judgnents and | awsuits back and
forth,

Q That's what I'mtrying to get to. So the fact
that you eventually can get clear title the value of the
system went up dramatically?

A Absol ut el y.

Q And so prior to there being a clean title,
were you the only participants seeking these systens?

A l"mthe only person that | renenber tal king --

| nean the receiver was Gary Cover at that time and he

went out to bid a couple tines. | renenber being the
only person that wanted to purchase themall. | can't
guote if there was soneone else. | was the only person

he was dealing with on an ongoi ng basis as far as |
remenber. That nmay not be true.

Q Fast forward to when you're sitting around the
table with the trustee and you' re doing the bid. So the

bid -- So was your initial bid nade public so that when
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the | ate bidders cane in they knew where your bid was?

A No, it was -- not that | remenber. | think it
was the |late bidders canme in and they realized there was
an opportunity to bid it. But then at the auction, if |
remenber correctly, our bid was the base bid. So it's
the starting bid price is how that auction worked.

Q So in effect they would know what your bid was
if it was the base bid?

A. Everyone knew what the base bid was, exactly
right.

Q Whi ch woul d have been your bid because you
wer e the stal ki ng-horse?

A That is correct.

COW SSI ONER RUPP:  Thank you.

JUDGE DI PPELL: Al right. |Is there further
cross-exam nati on based on questions fromthe Comm ssion
and nyself? From Staff?

M5. PAYNE: Yes, thank you, Your Honor.
FURTHER CROSS- EXAM NATI ON BY MS. PAYNE:

Q Ckay. |I'mgoing to attenpt to clear up the
tineline alittle bit here if you'll bear with nme since
t here were several Conm ssion questions.

A. Thank you.

Q Wul d you agree with nme that the bankruptcy
was filed in Cctober of 2017? Does that sound
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menor abl e?

A Potenti al |y.

Q And a trustee woul d have been appointed | ater
t hat nont h?

A | don't renmenber the tineline. Wrk on a
bunch of stuff here. | apologize. The exact dates -- |
beli eve you go through the records you may be correct.

Q Ckay. And so then the official -- the
$465, 000 bid that you referenced, that was nade in
August of 2018; does that sound right?

A That is correct, ma' am

Q Ckay. And then at the sanme tine in Cctober of
2018, there was a final order of rul emaking that was
aut hori zed in Case No. AX-2018-0240, and that would go
on to be what we now know as Rul e 10. 0857

A. That is correct. W participated in those
wor kshops as wel | .

Q So you were famliar with that rule at the
final order of rul emaking?

A. Very famliar.

Q Ckay. And then the final bankruptcy auction
that is now the subject of what we are di scussing here
t oday produced what we know as the purchase price in
this case would have been in Cctober of 20187

A. That is correct.
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Q Ckay. So if the final order of rul emaking was
Oct ober 4 and then the auction was Cctober 24, you bid
that final purchase price aware of the final order of
rul emaki ng in that docket?

A. Absol ut el y.

M5. PAYNE: Could | ask the Comm ssion to take
official notice of that rul emaki ng docket AX-2018-0240.

JUDGE Dl PPELL: AX-20 --

MS. PAYNE: 18- 0240.

THE WTNESS: Can | correct sonething | said
earlier based on tine frames you just gave nme? That
woul d nmean that it was '16 that we were originally the
only ones who was willing to buy -- the only entity
willing to buy all the assets fromthe original receiver
when we could not get clear title which then forced it
to the bankruptcy proceeding just to be clear.

JUDGE DI PPELL: So your point in taking notice
of that case is to point out the tineline, right?

M5. PAYNE: That's correct.

JUDGE DI PPELL: It's not that you want the
comments and the proposed rules and all of that stuff to
cone into this record?

M5. PAYNE: No, | ask only that we take notice
of the filing dates that were made in that docket.

JUDGE DI PPELL: Wbuld there be any objection
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to the Conmi ssion taking notice of those dates?
MR. COWLEY: No objection.
MR, ELLSWORTH: No objection.
MR, HALL: None, Your Honor.
JUDGE DI PPELL: Al right. The Conm ssion

wi |l take notice of that docket in its files.
M5. PAYNE: Thank you.
BY MS. PAYNE:
Q And then additionally there have been severa

di scussi ons of the m ni num desi gn standards in
guestioning. | know that there was sone discussion with
Comm ssi oner Rupp regarding that. Wen you are
referencing that, are you referencing the m ni num design
standards for the Mssouri comunity water systens that
was effective in Decenber of 2013, issued by the
M ssouri Departnent of Natural Resources?
A. | believe that's what |I'mreferencing, yes.
Q Ckay. And if | were to hand you a copy of
that, could you read a portion of it for ne?
A. Absol ut el y.
M5. PAYNE: Judge, would you like nme to hand
out these for reference at this tinme?
JUDGE Dl PPELL: Sure.
THE WTNESS: Yes. This is the docunent,

you're correct, because | recognize the front now.
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BY Ms. PAYNE:

Q Lovely picture that the Departnent of Natural
Resources chose for us. Wuld you please turn to page
28 of that docunment. There should be a highlighted
portion under 3.2.1.2 nunber of sources?

A | see that.

Q And is that highlighted section, which should
be highlighted for the benefit of everyone in the room
now, the section you're referring to that requires
addi ti onal sources of water depending on the nunber of
custoners?

A That is exactly what we've been tal ki ng about
in ternms of m ni num desi gn st andards.

Q Ckay. Thank you. These standards, do they
apply to any inprovenents to existing systens as well as
construction of new systens?

MR, HALL: Objection, lack of foundation. M.
Cox has testified that he's not an engi neer. Asking him
as to engi neering specifications is not proper.

M5. PAYNE: | was just asking himabout the
application of these standards. He's referenced them
several tinmes in his answers to the Comm ssioners'
guestions. | thought that that would be applicabl e.

MR. HALL: These standards are engineering

standards. He has testified that he cannot speak to
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t hem

JUDGE DI PPELL: 1'mgoing to overrule the
objection. H s qualifications will go to the weight.

THE W TNESS: Can you repeat your question?
BY M5. PAYNE:

Q s it true that these standards are designed
to apply to construction on any existing water systens
as well as construction of any new systens?

A. That is nmy understandi ng. Any upgrades
requires to nmeet m ni num desi gn standards.

M5. PAYNE: Thank you. Your Honor, | would go
ahead and offer this as an exhibit at this tine.

JUDGE DI PPELL: Can you explain to ne again,
Ms. Payne, this is -- so it's titled M ninmm Desi gn
Standards for M ssouri Comrunity WAater Systenms and it's
a publication by the Mssouri Departnent of Natura
Resources. Is this incorporated in a rule or?

M5. PAYNE: It is considered their guidelines
for the operators of comunity water systens in the
state of Mssouri. M wtness David Roos will take the
stand |l ater and he can offer a little bit nore insight
into the use of this docunent. |If you would prefer
wait and offer it for adm ssion at that tine, | can.

JUDGE DI PPELL: VYeah, let's wait unless it's

going to be needed in cross-exam nation of other
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W t nesses?

M5. PAYNE: No, no, | was strictly wanting to
-- | had it ready to go and | thought it m ght assi st
everyone since it had been referred to several tines
t hroughout M. Cox's testinony.

JUDGE DI PPELL: Do you have a clean copy of it
to offer to the court reporter?

M5. PAYNE: The portions that have been
hi ghlighted are actually just for reference because |
knew a 200- page docunent would be a ot to review and so
Staff has utilized the portions that have been
hi ghli ghted and fl agged in the docunent. W can
absolutely get a clean one for the court reporter for
subm ssi on.

JUDGE DI PPELL: kay. Let's hold off on the
of fer of that document until M. Roos is on the stand
t hen.

M5. PAYNE: | will go ahead and mark it as
Exhibit 106 at this tine if that's okay.

JUDGE DI PPELL: W can go ahead and mark that
as Exhibit 106 for identification purposes.

M5. PAYNE: Thank you. It has quite a |engthy
title.

JUDGE DI PPELL: | guess since you' ve offered
it I mght as well -- are there any objections to this
Tl GER COURT REPORTI NG, LLC 134

WAV Tl GERCR. COM 573. 999. 2662



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

comng into the record at this tinme?

MR ELLSWORTH:  No.

MR HALL: No.

JUDGE DI PPELL: I'Ill just go ahead and admt
it at this time, but I will ask you to give a clean copy
to the court reporter.

(STAFF EXHI BI T 106 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)

M5. PAYNE: | absolutely can after the next
br eak.

JUDGE DI PPELL: All right. Thank you.

M5. PAYNE: Thank you. Wth that | have no
further questions.

JUDGE DI PPELL: Al right. Wre there any
addi ti onal questions from Cedar 3 en based on
Commi ssi oner and nyself questions?

FURTHER CROSS- EXAM NATI ON BY MR, COMLEY:
Q |"d like for M. Cox to turn to one of the

pages of the m ninmum desi gn standards that have been

admtted, if | can find it very quickly here. There's a

Table 1 that tal ks about occupancy per unit. [It's on
page 3. On ny copy Ms. Payne has highlighted that in
pi nk.

A | see.

Q Are you there?
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A | am there.

Q And your understanding would be that this is a
way in which people can determ ne design capacities for
public water systemwells and the requirenent for other
wel | s based upon the per unit table; is that correct?

A. Yes, sir. And also you can see the other
net hodol ogy we tal ked about down in Section F.

Q There's al so --

A One.

Q -- peak flow you say?

A. Yes, which is really the standard design
you're noving towards. So that's where you get your
hi storical data on the public systemif available in the
wat er system

Q The absence of that information, the
justification, DNR woul d expect you to go ahead and use
the per unit table; is that correct?

A. That's correct. [If you don't use the naster
neter readings on a per nonthly basis, then you woul d
use the table.

MR. COWLEY: That's all | have.

JUDGE DI PPELL: |Is there any further questions
fromthe Joint Bidders?

MR, ELLSWORTH:  Yes, Your Honor.
FURTHER CROSS- EXAM NATI ON BY MR, ELLSWORTH
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Q M. Cox, this peak flow, have you obtai ned any
data what the peak flowis at Cedar den?

A. | don't know the answer to that question.

Q Have you ever operated a systemin a second
home resort type community |i ke Lake of the QOzarks?

A. Yes, we have.

Q You understand that we have busy weekends,
July 4, Labor Day weekend, stuff like that, right?

A. Absolutely. W' ve experienced that in a
nunber of systens we own and operate.

Q On the history of the bids for the system you
actually submtted your first bid back in 2015; would
t hat be nore accurate?

A | don't even renmenber. |'ve been around the

systemfor quite a bit.

MR. ELLSWORTH: | don't know what the
Commi ssion prefers. | can mark these as exhibits or ask
to take notice of Canden County. It's a circuit court

case No. 26V010200965. |In that case the receiver, we've
tal ked about M. Cover in this hearing, he submtted
reports of various bids over tine for the Osage Water
Conpany assets. So | don't know what the preference is.
| can do it either way. | can mark it as exhibits.
JUDGE DI PPELL: | would want it nmarked as an

exhibit. And so explain to nme one nore tinme. This is a
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filing fromthat docket?

MR, ELLSWORTH: These are reports of receiver
the first being filed on Decenber 14, 2015. It's a
report of the various bids by various parties on Osage
Wat er Conpany's assets. Likew se, there's another
report of receiver as we've discussed, we're trying to
figure out howto clear title to this systemover tine.
There's been bids submtted -- the report was submtted
on May 12, 2017 and filed in that case. | can bring
t hose forward to be marked.

MR, COOPER: Judge, the only suggestion
guess | would make is that M. Cox's direct testinony, |
think it's Schedule JCG 7, includes one of the trustee
notions in the bankruptcy case. | think that the events
that M. Ellsworth is kind of outlining are noted in
t here.

JUDGE DI PPELL: Well, would you have any
objection to himadmtting those docunents even if
they're repetitious?

MR. COOPER: Even if they're cunulative? No.

JUDGE DI PPELL: Then we'll go ahead -- | think
we'll go ahead and mark themand I'l| take an offici al
of fer for those.

MR, ELLSWORTH: | would offer the two reports
of receivers as Exhibits 402 and 4083.

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

138



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

JUDGE DI PPELL: |Is there a distinction between
Exhi bit 402 and 403?

MR ELLSWORTH:  Yes, Your Honor. 402 1 wll
mar k t he Decenber 24, 2015 report of receiver and | wll
mar k the Decenber -- I'msorry, the May 12, 2017 report
of receiver as 403.

JUDGE DI PPELL: Do you have copi es of those
for the other attorneys and the Conmm ssion?

MR, ELLSWORTH: | believe | nmay have.

JUDGE DI PPELL: If you don't have at this
time, 1'll ask you to get that by the end of the
heari ng.

MR, ELLSWORTH: | can do that.

JUDGE DI PPELL: Al right. Then I have a
Decenber 24, 2015 report of receiver and a May 12, 2015
report of receiver in that circuit court case. |Is there
any objection to Exhibits 402, 403? Seeing none, | wll
receive those into the record.

(JO NT BI DDERS EXHI BI TS 402 AND 403 VERE
RECEI VED | NTO EVI DENCE AND MADE A PART OF THI S RECORD.)

MR. COVLEY: Your Honor, one nore observati on.
There was a letter addressed to Ms. Payne fromEric
Johnson of Spencer Fane, and | think the tineline and
t he chronol ogy of the auction, | think it's accurately

di scussed there in that letter and it's part of the
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Staff recommendation. So if anything, | would also
direct the Comm ssioners at their leisure to review that
letter for any clarity it nay need on the tineline.

JUDGE DI PPELL: Yes, thank you, M. Comnley.
Ckay t hen.

MR, ELLSWORTH: May | proceed?

JUDGE DI PPELL: Yes. You have additi onal
guesti ons?

MR. ELLSWORTH: | do.
BY MR ELLSWORTH:

Q As M. Com ey brought up, we have a letter

that's attached to the Staff recommendation. M. Cox,

have you reviewed that letter from Spencer Fane?

A. | don't renenber seeing specifically. | my
have. | don't have a copy in front of ne.

Q |"mjust going to -- | think you'll agree with
me on this thing. 1In there the trustee -- find the
| anguage.

MR. HALL: Counselor, not to interrupt but if
it's at all help we have copies of that letter if that
woul d be hel pful at this tine.

MR COOPER: If M. Cox is going to be asked
about the letter, he ought to have it in front of him

MR, HALL: Your Honor, nmay | approach?

JUDGE DI PPELL:  Yes.
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THE W TNESS: Thank you, sir
BY MR ELLSWORTH:

Q M. Cox, ny question was sinple. On page 4 of
this letter it's the third full paragraph down.

M . Johnson, who was the attorney for the trustee of the
bankruptcy proceeding, states that the stalking -- the
bankruptcy court found the stal ki ng-horse APA and the
trustee's selection of the stal king-horse to be fair,
reasonabl e, appropriate, and designed to maxi m ze the
val ue of the bankruptcy estate. Do you agree that the
trustee did nmaxim ze the anmount that will be paid for
OGsage Water Conpany?

A |"mnot a trustee nor am| a bankruptcy expert
so | can't answer that.

Q Your opening bid was $465, 000 and we ended at
$800, 000, right?

A That is correct.

Q And you've stated a few tines that you were
sel ect ed as stal ki ng-horse purchaser because ot her bids
were late. You don't have any personal know edge of
bi ds being |ate, do you?

A | believe --

Q My question is, did sonebody tell you that?

A -- the trustee. So the trustee had to call us

to reopen the bid process to allowit. She could have
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got it ordered, | believe, but | had to agree initially
for that for the auction to happen. That was the way I
remenber it. So |I'mnot a bankruptcy attorney.

Q That's the way you recall it?

A That's correct.

Q And the trustee called to tell you this,

A That's correct.

Q You weren't collecting the bids and saying
t hese were on tinme, these were |ate, correct?

A That is correct.

Q So the trustee woul d have the superior
know edge as to what was tinely and what was |ate and
how t his auction procedure was conducted, right?

A | assume so.

Q Have you had any conversations with the
trustee as to why they're not a party to this
application or present for the hearing?

M5. PAYNE: bjection. | think we've exceeded
t he scope of the Conm ssioner questions at this point.
JUDGE DI PPELL: I'mgoing to allowit. |
think it's still within the real mof sonme of the
guestions that the Conm ssion and nysel f were asking.
THE WTNESS: Can you repeat your question?
MR, ELLSWORTH: No. | can ask a very simlar
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one.
BY MR ELLSWORTH:

Q My question was, have you had any
conversations with the trustee as to why they're not
present for this hearing today?

A. | have not had any conversations with the
trustee at all.

Q Do you know why they were not part of the
application process?

A. | do not know that with technical reasons that

Q And educate ne on this. Typically a seller
selling their CCNs woul d apply to transfer those,
woul dn' t they?

A. No, not all the tine. W purchase systens all
the tine where we're the only petitioner that the other
group is not a petitioner in the case.

MR, ELLSWORTH. Fair enough. Thank you.

JUDGE DI PPELL: Do you still have additional
guesti ons?

MR, ELLSWORTH: No, | do not. Thank you.

JUDGE DI PPELL: Al right. Are there further
Cross-exam nati on questions from Public Counsel ?

MR, HALL: Yes, briefly. M. Cox, good

af t er noon.
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THE WTNESS: Good afternoon.
FURTHER CROSS- EXAM NATI ON BY MR, HALL:

Q You were asked questions from Chairman Silvey
regardi ng the acquisition incentive that's pending in
this case. D d you review Staff's revi sed
recomendation that was filed | ast week?

A | did.

Q Do you recall the part of Staff's revised
recomendati on where they renmarked that they have
altered their recommendati on for the acquisition
i ncentive?

A | did see that.

Q Did you see the part where Staff posited that
the differential in value between the initial bid and
the final purchase price may include a valuation to
Central States of, quote, any additional econom c val ue
of establishing a presence in the Lake of the Ozarks
area?

A | don't renenber that exact comment, but |
believe it's in there.

Q Ckay. So I'll posit to you that the
recomendati on remarks that there may be sone additi onal
econom ¢ val ue of establishing a presence in the Lake of
the Ozarks. Do you disagree with that?

A You know, from our perspective as a conpany,
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having a presence in the state is all that matters. As
you can see from previous applications, having an

i ndi vi dual presence in any part of the state doesn't
matter very nuch. W can buy systens and operate them
renotely fromanywhere. W' ve kind of proven that
because we're in nultiple states at this point.

Q M. Cox, | don't nean to be rude but just for
the clarity of the record was that a yes or no to ny
guesti on?

A That's a no.

MR, HALL: Thank you. No further questions.

JUDGE DI PPELL: Is there any redirect?

MR. COOPER: There will be, yes.

JUDGE DI PPELL: Is there substantial redirect?

MR. COOPER: There will be several questions,
yes, Your Honor.

JUDGE DI PPELL: We're at 12:25. W're into
the typical lunch hour. | was trying to decide wll
there be nore redirect if we break now?

MR. COOPER:. Well, in my experience, |'ve seen
it work both ways. Sonetines it's less if we break.

JUDGE DI PPELL: Let's go ahead for awhile and
we'll take a late lunch. Proceed wth your redirect.

MR. COOPER: Thank you, Your Honor.

REDI RECT EXAM NATI ON BY MR COOPER:
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Q It's been awhile since you' ve gotten sone of
t hese questions. |'Il try to work ny way back through
them | think you were asked a question early on by

Staff about financing and whether there was financing as
a part of the application and just kind of want to clear
that up. WII there be any financing necessary to cl ose
on the transaction that's the subject of this
application?

A. No, there will be no financing attached to
closing of this transaction.

Q And that's because, and | think you answered
it in response to a different question, but that's

because the dollars necessary to close the transaction

will be provided by a capital infusion?

A That is correct.

Q In the formof equity fromthe owners,
correct?

A That is correct.

Q You tal ked about the estimates for repairs
think at Cedar 3 en and even nore generally along the
way. And |I know you tal ked about the fact that, you
know, experience wll inpact those, the permtting
process with DNR will inpact those, those sort of
things, and | don't renenber did you al so di scuss how

you go about selecting the contractors to actually
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performthose repairs?

A. No. So after we do final engineering and we
get that permtted, we create a bid package which is
adm ni stered by a third-party engineer. W bid the
construction contract to local contractors is typically
what we use.

Q So a conpetitive bid to |local contractors, and
are these, this kind of follows up on a different
guestion you got, are these true third parties, they're
not affiliated conpani es?

A. That is correct. W don't do any construction
at Central States.

Q There were sone questions about future
financings that m ght be necessary. |If there is a
future financing, is it your understanding that you'll
have to conme back to the Comm ssion for approval of
such?

A. Yes. | understand for any financing to
encunber utility assets we have to cone before the
Comm ssi on.

Q s it your experience that even when
financings are approved that ultimately in a rate case
the Comm ssion will relook at that financing?

A. | have direct experience that the Comm ssion

wi |l do ratenmaking separate than the financing approval.
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Q You were asked sone questions about the cost
to serve Cedar G en. And | guess what struck ne about
t hose questions and your response is is that -- well,
|l et me back up. Wuld you agree that ultimately those
sort of questions cone into play in a rate case when
you're dealing with rate design?

A Yes. Any question on how the custoners are
billed, tariff structure all conmes out in a rate case
frommy experience.

Q Currently | guess Osage Water Conpany is what
you would refer to maybe as a single tariff rate?

A. That's the way we refer to it internally.
It's a single tariff for nultiple systens.

Q But ultimately howit gets broken out if you
purchase the system and/or systens plural and it ends up
in arate case, that would be a question of rate design
for the Comm ssion at that tinme?

A Yes.

Q You were asked sone questions about Hillcrest
Utility Operating Conpany. Do you renenber that?

A. Yes, sir.

Q | think you were asked about the rate case
that took place after it became a CSWR conpany, correct?

A Yes.

Q Do you renenber how long it had been prior to
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t hat since rates had been changed for Hillcrest?

A. | nean, it was over 30 years as far as |
remenber.

Q Ckay. You don't have anything with you
suppose that would refresh your recollection as to
preci se dates, do you?

A | don't. | don't knowif | do or not. So I
do have notes on that. So that would be '89. So 25
years since rates have been increased approxi nately.

Q You were al so asked questions about EImHills
Utility Operating Conpany. Do you renenber that?

A | do.

Q And | think you answered that there hasn't
been no rate increase at EEmH |ls since CSWR has owned
t hose properties, correct?

A That is correct.

Q And do you have notes that woul d indicate when

at | east sone of those properties were purchased?

A. When we purchased the properties?
Q Yes.
A. Yes, we purchased the initial systens M ssouri

Utilities which was anot her M ssouri receivership system
and State Park Village which was an unregul at ed sewer
district in Cctober of '17.

Q And there's no rate case on file for El'm
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Hlls, is there?

A. No, there's not.

Q Now, I'"mgoing to try to ask this question
W thout the need to go in canera, but M. Conm ey asked
you to do sone math on your cal cul ator based upon the

pro forma statenents that were filed in this case,

correct?
A Yes.
Q And in doing that, | guess there was sone

rough equi val ent of a revenue requirenment that you
utilized, correct?

A That is correct.

Q Wul d that revenue requirenent assune al
i nprovenents that have been identified so far?

A. | believe it would, yes.

Q At whatever the current estinmate is for those
i mprovenent s?

A That is correct.

Q Wuld it include all of the acquisition

prem um bei ng i ncl uded?

A. Yes, | believe it woul d.
Q And would it also -- It includes your own
estimate, | suppose, as to return on equity ultimtely?

A That is true.
Q And it includes | think you testified a high
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finance charge in it as well?

A. That's correct. The highest we know is
potentially possible.

Q Utimately the revenue requirenent would be
deci ded by the Commission in a rate case, correct?

A That is correct.

Q And ultimately it would take into account
ot her factors that m ght reduce that nunber are what you
t al ked about before your experience with operating the
conpani es that perhaps reduce what repairs you do
ultimately, correct?

A That is correct.

Q The i npact of conpetitive bidding on the
ultimate repair cost; is that correct?

A That is correct.

Q Utimately what the Conmi ssion decides to do
with acquisition premium| suppose as well, right?

A That is correct.

Q And your ability to in the first instance to
get cheaper financing than what you built in, correct?

A Correct.

Q O, as we just tal ked about, the Comm ssion's
decision as to what they'll allow you to include in
rates for financing, correct?

A. That is correct. There's one other factor
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al so purchasing additional custoners inside Osage.

Q Correct. So sitting here today we don't
necessarily know what the custoner count would be in a
future rate case?

A. That's exactly correct. W'd |like to buy
Public Water Supply District No. 5.

Q In response to | think it was Judge Dippell's
guestion you tal ked about the repair process and what
woul d be done inmmediately and then this sort of bidding
process and getting to know the system and sone of those
t hings. Wen you close on a system setting aside
agreenents on consent or anything else, is the purchaser
imediately liable for any violations there m ght be for
t hat systenf

A Yes, they are.

MR, HALL: Objection. Calls for |egal
concl usi on.
BY MR COOPER:

Q Is it your understanding that you're
responsi ble for the operation of that system from day
one?

A Yes. |'mresponsible to neet DNR standards
attached to those from day one.

Q |s there a way that you are able to mtigate

t hat exposure?
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A Yes, there are two ways. One we can enter
into an agreenent on consent with the M ssour
Departnent of Natural Resources. That agreenent on
consent sets forth a tine frame in which we have to
submt design construction plans, permt those and
construct them

Q And woul d a sophisticated party nake use of
t hat agreenent on consent process if they're able to
negoti ate such a docunent with Departnent of Natural
Resour ces?

A. Absolutely. Al the major utilities |I'm aware
of utilize that same process.

MR. COOPER: That's all the questions | have,
Judge.

JUDGE DI PPELL: Since | didn't actually rule
on M. Hall's objection, I'lIl go ahead and sustain that
since M. Cooper also rephrased it. So | hate to do
this but | have one question and | forgot to ask you,
M. Cox.

THE W TNESS: Yes, nm' am
FURTHER QUESTI ONS BY JUDGE DI PPELL.:

Q Because the Comm ssion did bifurcate the
Ref | ecti ons systens out and your application was
originally for both systenms, is Gsage Utility Operating
Conpany intending to purchase Osage Water Conpany
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regardl ess of whether the Comm ssion al so approves the
purchase of the Reflections conpany?
A Yes, nm'am

JUDGE DI PPELL: Okay. Are there any
addi ti onal cross-exam nation questions based on that
guesti on?

MR. COMLEY: No questions.

JUDGE DI PPELL: I'mnot seeing any. |Is there
any further redirect based on that question?

MR, COOPER: No, Your Honor.

JUDGE DI PPELL: Al right. Okay. Wth that
then | believe, M. Cox, your testinony is conpleted.

THE WTNESS: Thank you, ma'am

JUDGE DI PPELL: You may step down.

(Wtness excused.)

JUDGE DI PPELL: We will take a |unch break.

It is 12:37 by ny conputer clock. Let's take a break
until 1:45. W can go ahead and go off the record.

(Of the record.)

JUDGE DI PPELL: If everybody is ready, we can
go ahead and get started again. So let's go ahead and
go back on the record. W've returned fromour |unch
break and our next witness is raring to go al ready at
the witness stand. So |I'll just go ahead and swear you

in.
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(Wtness sworn.)

JUDGE DI PPELL: Al right. M. Cooper, you
may go ahead.

MR. COOPER: Ms. Hernandez.

JUDGE DI PPELL: Ms. Hernandez.

M5. HERNANDEZ: Thank you. Good afternoon.
TODD THOMAS, being sworn, testified as foll ows:
DI RECT EXAM NATI ON BY Ms. HERNANDEZ:

Q Can you pl ease state your nanme for the record?

A Todd Thonmas.

Q And by whom are you enpl oyed?

A CSWR

Q And in what capacity?

A | am responsi ble for business devel opnent and
engi neeri ng.

Q Have you caused to be prepared for the
pur poses of this proceeding certain testinony in
guestion and answer fornf

A Yes.

Q And is it your understandi ng that that
testi nony has been marked as Exhibit 5 and 6 for
identification -- I'"'msorry -- 6 and 7 for
i dentification?

A Yes.

Q And do you have any changes that you woul d
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like to nake to your testinony?

A No.

Q If | asked you the questions which are
contained in Exhibit 6 and 7 today, would your answers
be the sane?

A Yes.

Q Are those answers true and correct, to the
best of your information, know edge and belief?

A Yes.

M5. HERNANDEZ: Your Honor, at this tine |
offer Exhibit 6 and 7 into evidence and we'll tender the
Wi t ness for cross-exam nation.

MR, COWLEY: Your Honor, let ne renewthe
notion to strike portions of M. Thomas' surrebuttal
testinmony that were noted in the filed witten notion to
strike. Again, wthout trying to burden the transcript,
| would ask that the notion speak for itself and be
consi dered on the record here.

JUDGE DI PPELL: Is there a joint in that
noti on?

MR, ELLSWORTH: Yes, there is, Judge. The
Joint Bidders would join in that notion.

JUDGE DI PPELL: Al right. That notion is
noted and taken notice of the witten docunent that was

previously filed and that notion -- or that objection is
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overruled. And just to clarify, Exhibit No. 6 is the
Direct Testinony of Todd Thomas and Exhibit No. 7 is the
Surrebuttal Testinmony of Todd Thomas?

M5. HERNANDEZ: Correct. Thank you.

JUDCE DI PPELL: That has been offered. Are
there any other objections to those docunents, that
testi nony? Seeing none, | wll admt those into the
record.

(COVPANY EXHI BI TS 6 AND 7 WERE RECEI VED | NTO
EVI DENCE AND MADE A PART OF THI S RECORD.)

JUDCE DI PPELL: And the wi tness has been
tendered. |s there any cross-exam nation from Staff?

M5. PAYNE: Yes, thank you. Good afternoon,
M. Thonas.

THE W TNESS: Good afternoon.
CROSS- EXAM NATI ON BY Ms. PAYNE

Q Have you reviewed the inprovenents that were
proposed by the Joint Bidders in their testinony?

A Yes.

Q I n your opinion, are those sufficient to
provi de safe and adequate service to the Csage Water
custoners?

A No.

Q Do you believe the inprovenents are sufficient

to neet the DNR requirenents?
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A No.

Q And you are also famliar with the m ni num
desi gn standards that were handed out earlier?

A. | sleep with a copy. Not exactly but yes, |
amfamliar.

Q So suffice it to say that you do not believe
that the inprovenents that have been proposed by the
Joi nt Bidders neet those standards?

A | do not.

Q Ckay. Thank you. Could you tell ne what
bypassing is?

A Bypassing is when in the case of wastewater
where you have a portion of the wastewater that is being
treated, it's bypassed treatnent process and goes out to
the state waters.

Q When you say it goes out to the state waters,
what does that nean in attorney terns?

A. Wll, inthis particular case it would go to
t he | ake, Lake of the QOzarks.

Q Ckay. Whuld you see that as being a potentia
threat to public health?

A Yes.

Q Wy woul d you say that?

A. If it's untreated, it could have ecoli, for

i nstance, which can cause an il | ness.
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Q When you say to the | ake, you referred to the
Lake of the Ozarks?

A. Yes.
Q Popul ar vacati on spot?
A Correct.

Q Ckay. Thank you. Do you know if bypassing
occurs at any of the Osage sewage treatnent plants?

A. Yes. | witnessed a bypass as recent as | ast
week at one of those facilities.

Q Can you tell me which facility that was?

A. It was the wastewater treatnent facility at
Eagl e Wods.

Q Ckay. And have you observed bypassing or have
you noticed a risk of bypassing at any of the other
systens?

A. Well, | guess in the sense of bypassing, at
Chel sea Rose there is sludge actually in the chlorine
contacts chanber which will be then released directly to
the lake in a formthat as well.

M5. PAYNE: Thank you. | have no further
guestions at this tine. Thank you.

JUDGE DI PPELL: Thank you. |Is there
cross-exam nation from Cedar d en?

MR. COMLEY: Yes, Your Honor.
CROSS- EXAM NATI ON BY MR, COMLEY:
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Q M. Thonmas, | have a few questions about the
estimated costs. This is kind of follow ng up on
Wi t ney Payne's cross-exam nation. But the estimated
cost of inprovenents that you testified about in your
di rect testinony, do you consider your estimates to be
reliable forecasts of the costs of those inprovenents?

A | consider our estimates to be reliable in
under st andi ng what we may have to do if we get
acqui sition of these facilities. So what we do, and
we're very consistent in the way we do that, in the case
of water we begin with this mninmumguideline. 1In the
case of wastewater, we |ook at the permt. W take that
and | should say we use a licensed third-party M ssouri
pr of essi onal engineer to do this. W look at all the
requi rements to neet those m ni mum gui delines. Based on
t hose estimates are created. And then as was nentioned
earlier we have this agreenent on consent so that if we
do acquire the facility we have a period of tine to
operate those before we take action on any of those
items that we found just to nmake sure that we're not
under or over designing.

And then as was al so nentioned, we use
third-party contractors to do those installations.
Those are bid out. So they're conpetitively bid. And

of course, all this has to be permtted through the
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M ssouri DNR  And of course, ultimately it's the PSC
t hat determ nes whether or not it was prudent and
necessary.

Q We have tal ked about the total of the
estimates. And now that you bring this up what you do,
can you tell the Comm ssion and us what are the total
costs of the inprovenents you've estinmated for the Osage
Wat er Conpany assets?

A. | nmean, | could go in here and add t hem up.
don't do the pro forma. | look at the sites on their
i ndi vidual basis. So | have not total ed them

Q You haven't total ed them up?

A. No, sir.

Q Have you and M. Cox had a chance to discuss
the tine franme within which the inprovenents could be
constructed after you -- presumably after you are
appr oved?

A. So have M. Cox and | discussed it directly?
Yes, |'msure we have, but nore inportantly the engi neer
who's responsible for dealing with the facilities who
wor ks for CSWR, he's the one that works with the
M ssouri DNR to get the agreenents on consent and
negoti ates a prudent period of time again for us to
operate it on an interimbasis but then also do those

i nprovenents as quickly as possible. So again if
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acquisition is approved, we have a lot of that work done
to a certain point intinme so we can act fast. W have
to confirmwhat we're doing is prudent and correct.

Q When you say a prudent period of review under
t he consent feature you're tal king about, how | ong do
you anticipate a prudent period of review mght be in
your experience?

A. Wel |, the agreenent on consent gives us
typically a year or 18 nonths, somewhere around that
range, and it varies fromsite to site to get everything
done and in use and usable. Typically that operational
period is sonewhere around three nonths.

Q Wth your period of consent, would it vary
with the systens that you have within the OGsage Water
Conpany asset base or would you have to go back to DNR
and negoti ate nore consent type features for a prudent

period of review?

A. " mnot certain | conpletely understood your
gquestion, but 1'll answer it like this.

Q Let me rephrase it.

A. Ckay.

Q Does the consent cover any kind of system
central water -- any the conpany m ght acquire?

A. No, it's not a blanket consent. It's

negoti ated on an individual basis on a site for site
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basi s.

Q Do you have any expectations that the costs
may exceed your estimates?

A. | don't have any expectations of that. Could
sonet hi ng happen -- could we find out sonething in that
trial period? Certainly.

Q Do you know whet her there's a contingency
anount set forth in your cost estinate so that there's a
contingency budget involved in your estimte?

A. Al'l our estimates typically have 10 percent
conti ngency.

Q Do you have any expectation that the estimtes
wi || be above the actual costs of inprovenents?

A. What | can tell you that we try to acconplish
is to get all the inprovenents and achi eve conpliance in
the | owest cost neans possi ble and ensure that quality
and safe and a reliable service.

Q Is it fair to say that in your experience wth
ot her systens that your cost estinmates have been
exceeded by actual cost?

A. | don't have any personal recollection of
t hat .

Q Wuld you turn with ne to page 15 of your
surrebuttal on |line 57?

A Wi ch page?
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Q Page 15 of your surrebuttal. | may have | ost

track of the exhibit nunber.

A. ' m here.
Q It's line 5, and |' mreading that the Cedar
A en system |l acks a second well; is that a correct

readi ng of your testinony?

A There is no second well.

Q It lacks a second well. | was going to check
with you to see are you now saying that Cedar d en needs
t hat second wel | ?

A. No, I'"'mnot. | can tell you that based on al
the testinony we've heard previously if it is determ ned
ei ther by nmeans of the nunber of people that are
serviced there or by the flow data that it exceeds the
500 person equivalent, then it will either need a well

or sone secondary source of water.

Q So initially your testinony does not include
the cost of a second well:; is that correct?

A My initial estimate does not include the cost
of a second well, that is correct.

Q D d you undertake a separate calculation to

determ ne whether or not a second well was needed?
A. | nmean, fromny experience in the industry, |
certainly know in the ballpark of what that well nmay be;

but until as |I talk about with our process we use the
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m ni mrum gui deli nes, we determ ne an estimate and then if
we're granted acquisition we go ahead and confirm all
the informati on we' ve assenbl ed and get the permtting
from M ssouri DNR before we take any action. So | don't
necessarily know what you're driving at but you could
have this discussion about many other itens as well.

Q What |'m saying, you didn't use the table of
per unit occupancy to cone up with whether or not the
second wel |l was needed?

A. | did not use that table, no.

Q Wuldn't it be true that if there were 500 or
nore persons served by that system at Cedar G en that
m ni num desi gn requi renents would be a second well woul d
be required?

A. That would be true. | understand al so by
M. Krehbiel, your engineer's testinony that he's saying
that there's $39,000 worth of inprovenents that would be
needed to get everything in conpliance. So if you're
arguing that my estimate is too low, | don't understand.

Q You nmay have been msreading M. Krehbiel's
testinmony. | think you were tal king about David Stone's
testi nony about Cedar d en sewer service.

A. Were M. Krehbiel references that, yes.

Q Have you reviewed the M ssouri Departnent of

Nat ural Resources conpliance and operational inspection
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reports for the Cedar den water systenf
A Repeat that questi on.
Q Have you had a chance to review the M ssour
DNR conpl i ance and operational inspection reports for
t he Cedar d en water systenf
A. | reviewed the Lake Area Water, the M ssour
Wat er Association, PWD 5, and | don't renmenber out of
all those which ones were specifically Cedar d en.
Q Do you have a copy of M. Cox's surrebutta
t esti nony?
A | do not.
MR. COMLEY: M. Cooper, could | inpose on
you?
MR. COOPER: Yes. Surrebuttal ?
MR. COWLEY: Yes, surrebuttal.
THE WTNESS: Thank you
BY MR COMEY:
Q Wul d you turn to his Schedules JC-S3 that is
at the rear of his surrebuttal testinony?
A | m here.
Q These purport to be conpliance and operationa
i nspection reports froman inspector for DNR  On the
one dated February 5, 2015, can you read what is beside
t he i tem nunbered 2087

A. Ckay. So get ne to the exact docunent again.
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Q It's Schedule JC-S3. It's a conbi ned
schedule. And the first one that appears is dated
February 5, 20157

A Page 1 in the lower right-hand corner?

Q Page 1 is the lower right-hand corner

A. Ckay, |'m here.

Q The systemnane is JimHepler, operator -- or
rather Ji m Hepler, operator, was interviewed. There's

an item 208. Can you read what that says?

A. PW5 needs a second well (serves nore than 500
peopl e.)

Q There's another one that's dated August 24,
2017. If you can turn there with ne.

A. | "' m here.

Q Coul d you read the first entry under coments

and recommendations for corrections?

A 2087?

Q Yes, sir

A. PWS needs a second well (serves nore than 500
peopl e.)

Q Thank you. On page 16 of your surrebuttal
top of the page, you discuss the design standards
requiring an energency generator that will supply power
to booster station punps. Turn with ne there if you'd

l'ike.
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A Whi ch |ine?
Q | think it's the top of the page.
A | see it, yes.

Q And you said that the generator would cost
bet ween, the range woul d be between 40 and $50, 000; is
that a correct reading of your testinony?

A That's a correct reading.

Q | understand that you served in a technical
capacity for Public Water District No. 2 in St. Charles
County?

A. Only on an advisory conmttee.

Q Only on an advisory commttee. Do you know
whet her Public Water Supply District No. 2 is a nenber
of the Mssouri Rural Water Associ ation?

A | do not know that.

Q Do you know if generators are available from

any associ ation on a conplinentary basis?

A. | don't know that.
Q On page 17 of your surrebuttal, lines 7
t hrough 8 --

A. What | do know, though, is on the M ssouri
guideline it clearly states that energency generation is
required if there's over 100 connecti ons.

Q It may be required. The issue would be

whether it's free or not. So all right. On page 17 of
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your surrebuttal, lines 7 to 8, you state there are a
nunber of expenses associated with the interconnection
between District No. 5 s water system and Cedar den's
wat er systemas M. Krehbiel has testified to that.

A. | don't recall seeing any dollars from
M. Krehbiel's testinony in terns of costs for a
connecti on.

Q You state that the interconnection would be --
anot her expense for interconnection would be related to
decomm ssi oning and plugging the well. Can you tell ne
why the well would need to be plugged? | take that
back. Wuldn't plugging the well be an option for Cedar
G en?

A. Show nme where | say that.

Q Ch, sorry. Page 17, line 7. After the
connection, the systemwould have to deal with the cost
of decomm ssioning the existing well site and
conponents. Wuldn't it be an option for Cedar Gen to
cl ose that well?

Yes.
It would be necessary; is that correct?

It would not necessarily be necessary.

o > O P

In fact, by interconnecting the well wth
Cedar Heights, as M. Krehbiel discusses, wouldn't that

elimnate the need for the second well that DNR has said
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i's needed there?

A. It may elimnate the need of the second well,
but there's been no dollars and cents provided to show
what that cost of that interconnection would be and it
woul d not elimnate the other upgrades to that Cedar
G en water treatnent facility that are still required.

Q | think M. Cox testified that costs of a
second well at Cedar den may cost $100, 0007

A. It could, yes.

Q And by interconnecting, are you sayi ng that
t he interconnection could be in excess of that?

A Certainly.

Q At |least we can agree that if there is an
i nterconnection there won't be the necessity of finding
property and digging a second well at Cedar G en?

A. That could be a true statenent, yes.

Q | visited with M. Cox a little bit about the

need for disinfection of the water system at Cedar d en.

| know you were here. Do you recall that | visited
about that with hin®

A. | do, yes.

Q Is it true that you have not included a cost
for any kind of disinfection equipnent for installation
at Cedar den water systenf

A That is true.
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Q On page 25 of your surrebuttal, let nme see if
| can direct you to the line, but | want to tal k about
t hat noving bed bio reactor. |In your direct you
testified that the cost of inprovenents to the Cedar
d en sewer system woul d be around $282,000 or a net
range. |Is the cost of the MBBR in that estinate?

A Yes.

Q How nuch does an MBBR cost ?

A. It depends. It depends upon the size of the
system the nunber of people being served.

Q What kind of size did you have for Cedar d en
that's included in your estimte? Do you know?

A It's not Iike -- they don't necessarily cone
in small, mediumand large. [It's just based on design
cal cul ati ons and the vol une you need, and | don't have
t hat .

Q You don't have that nunber with you?

A. That number with nme, no.

MR. COMLEY: Excuse ne just a mnute. | have
no ot her questions.
JUDGE DI PPELL: Thank you. |Is there any
guestions fromthe Joint Bidders?
MR ELLSWORTH:  Yes.
CROSS- EXAM NATI ON BY MR, ELLSWORTH:
Q M. Thomas, you stated that a | ot of the work
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has al ready been done, | think you' re referring to the
i n-house engi neer at Central States Water?

A. Just the prelimnary work so that upon
acquisition we're not starting fromground zero.

JUDGE DI PPELL: M. Ellsworth, can | get you
to sonehow -- | know the m crophone is stationary, but
if you can nove closer to it.

MR, ELLSWORTH: Ckay. | can speak up too.

JUDGE DI PPELL: That would help the court
reporter hear you.

BY MR ELLSWORTH
Q Did the engineer that has done sone of the
prelimnary work, did he not pick up on the DNR

requi rements that the second well was needed?

A You' re tal king about the second well at Cedar
G en?

Q Yes.

A. So it goes back down to what we discussed
before whether or not there is the -- you exceed the 500

people or if you exceed the flow

Q Ckay. But you have a DNR report that you
reviewed that's connected to the direct testinony,
surrebuttal testinony that says it's needed and there's
500 people. So why was it not included in the cost?

A. There's -- you certainly nust verify all the
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i nformati on you receive, right. So we have to verify

t hat that exceedance exists so that second well is
required.

Q Speaki ng of verifying information, let's |ook
at your page 7, line 18 of your surrebuttal. Do you
have that in front of you still, M. Thomas?

A "1l get there. Page 7, |line 18?

Q Yes, sSir

A Yes.

Q That references a Schedule TT-S6. | guess
need to nmake sure that's not -- that's attached. So
let's look at TT-S6 as well, please, in connection with

that. There's a nunber of docunents under that exhibit.
But I would like you to turn to the notice of violation
dat ed Septenber 26, 2016, to M nnow Br ook HOA.

A The page nunber?

Q You didn't number the pages. |It's part of

Schedule TT-S6. It's a notice of violation for M nnow
Br ook HOA.

A. Let me ook at a different docunent. Forgive
me. |'Il get there.

Q That's okay. No problem
A. S2, S3, S4, S5. \Wien you have this many
violations, it's hard to sort through all of themto

find them Ckay. |'m here.
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Q Did you verify that one of the Joint Bidders
was operating the systemat that tinme? You said we had
so many vi ol ations.

A Did | verify that one of the Joint Bidders was
operating this systenf

Q Yeah, M nnow Br ook HQOA.

A W submtted a DR, a data request, asking for
the information for the stuff that they own and operate
for the last five years and if they gave it to us that
nmust nmean that they own it and operate it because that's
what we asked for.

Q Did you verify it? You said you verified
i nformati on.

A. | f we asked themfor their information and
they gave it to us, why would | need to do that?

Q Let's turn back to the notice of violation for
Mol okai Poi nte Estates August 31, 2015. |It's a few
pages behind that, M. Thonas. Ask you the sane
gquestion. Did you verify that Ml okai Pointe Estates
was owned, operated, had any association with any of ny
clients before filing your testinony?

A. | guess ny response is the sane.

Q So you didn't verify it. You got the records
and you assuned that ny clients were operating them

because it was responsive to your request?
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A. Because they gave themto ne, yes.

Q And you filed these with the purposes of
making nmy clients ook |like they're unable or not
capabl e of mai ntaini ng Csage Water Conpany assets,
right?

M5. HERNANDEZ: (bj ection, argunentative.
JUDGE DI PPELL: I'Il let you rephrase your
guestion. |I'Il sustain the objection.
BY MR ELLSWORTH

Q What was the purpose of filing these notices
of violation?

A | guess it's to verify the fact that PWSD had
17 viol ations, Lake Area Water had 86, M ssouri Water
had 10. That's what they gave to us and then we did our
own Sunshi ne request of the systens that they operate
and there was 13 nore provided during the Sunshine
request. That's just froma small sanpling of a very
| arge stack of information.

Q Did you file any of the letters of conpliance
followi ng these notices of violation with the
Comm ssi on?

A W filed what we received.

Q And the nunbers you just gave, | don't have
t hem nmenori zed, but the nunbers you just gave, that was

based sol ely upon the information you received from DNR
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as a result of your Sunshine records request?

A No. The primary -- the first set of nunbers
is what | received in our data request from Lake Area
Water, M ssouri Water Association and PWSD 5, the
information they gave ne. 1In addition to that, we
suppl enented that with a Sunshine request, got nore
records and found out that they had not fully disclosed
all of their violations and there's nore.

Q And did you -- each one -- you filed, what, a
t housand pages with your surrebuttal, a thousand plus
maybe?

A | don't know. A lot.

Q It broke ny printer and | think it broke
sonebody else's in the room

A Two bi nders.

Q Did you verify each of those notices of
violation occurred at a tinme that one of ny clients
operated the systens that were subject to the violation?

A. I f your client gave themto us as part of our
DR, we believed that they were giving themto us because
t hey operated and they owned it.

Q What about the ones you added to your nunbers
fromthe DNR? Did you verify those?

A W verified those on our own. W took -- also

| nentioned it as part of our recent due diligence, we
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took sanples in those facilities, those sand plants, and

they all violated for pneunonia and TSS and ot her things

t 0o.

Q You sanpled all of the systens ny clients
oper at es?

A. No. Just the ones that we're | ooking at
buyi ng.

Q Osage Water Conpany?

A Yes. Excuse nme, | see your point.

Q But nmy clients don't operate --

A | under st and.

Q M. Thonmas, please turn to Schedule TT-S8, if
you woul d, pl ease.

A. | "' m here.

Q Again, this is attached, this is a schedule to
your surrebuttal testinmony. Did you verify that

Bent wood Condos was operated by ny clients, any of ny

clients?

A. | received this fromyour client as part of a
DR.

Q You did not -- Do you have a recollection you

didn't receive this fromthe M ssouri Departnent of
Nat ur al Resources?
A. None of what's in these exhibits is what we

recei ved as part of our Sunshine request. There's a
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suppl enental exhibit but it's nanmed differently.

Q Is it possible that ny clients would have
hi storical notices of violation maintained in their
files that would not be froma period of tine they
operated the systens?

A. | can't guess about your client's ability to
record keep or understand their processes or
capabilities.

Q Fair enough. How many notices of violation
has Central States or any of its subsidiaries,
affiliates, received in the last five years?

A Two. One of themwas for after there was a
newly started up plant. There was not an exceedance --

Q M. Thomas, | don't have a question pending if
you don't mnd. |If there's only two, then when |I sent
nmy data request why was it such an onerous task to give
me the two violations?

A | don't know the answer to that.

Q That wasn't part of your scope of work, right?

A That's correct.

MR, ELLSWORTH. | don't have any further
guesti ons.

JUDGE DI PPELL: |Is there cross-exam nation
from Public Counsel ?

MR, HALL: Yes. M. Thomas, good afternoon.
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THE W TNESS: Good afternoon.
CROSS- EXAM NATI ON BY MR, HALL:
Q So I'll preface this by usually ny standard is
to print off nultiple copies for the witness and
opposi hg counsel to have. | nearly killed our office's
printer printing off all of your schedules. Do you have
a copy of the schedul es you attached to your surrebuttal

testinmony in front of you?

A | have.
Q Thank goodness. GCkay. | printed off all
t housand sonme -- or I'mpositing to you is about a
t housand sonme pages attached to your surrebuttal. Do

you agree with ne that nost of these papers do not show
unsafe or inadequate service on the part of the parties?
A Do | agree with you that nost do not show? |
think that that's not necessarily -- | don't think you
can make that kind of statenent because they vary with a

ot of different itens, right.

Q Well, if you don't mnd, let's just walk
t hr ough.
A. If you're trying to say if you have one

t housand docunents --
Q M. Thomas, | do not have a question pending
to respond. M. Thomas, the first page you schedul ed

TT-S1, I'"'mlooking this is a letter. It has the

TI GER COURT REPORTI NG LLC 179

WAV Tl GERCR. COM 573. 999. 2662




© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

| etterhead fromthe departnent of DNR, correct?

A Let ne get there. Wong book. [|'m here.

Q The front of this -- Like | said, it has a
| etterhead from DNR, correct?

A Yes.

Q This letter to Ms. Henry, the president of
Canden County Public Water Supply D strict 5 from Maher
Jaafari, Chief Engineer fromthe Public Drinking Water
branch of DNR it |ooks |ike?

A Yes.
Q And M. -- | do apologize. | know he's not in
the room | don't nean to m spronounce his nane. --

Jaafari noted that the requested extension was granted
inthis letter?

A That appears to be what it says, yes.

Q Ckay. And if | turn the page, then it's a
recei pt for |laboratory services, correct?

A That's correct.

Q And then the next page follow ng on the sane

schedule is a copy of what | ooks ook DNR s rules in the

CSR, correct?

A That's correct.
Q And then the next page was an e-nmil | ooks
i ke a gnail account of one Bonnie Burden. It |ooks --

am| interpreting this correctly this is an
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advertisenent for an inspection service that was
avai l abl e, correct, or solicitation rather than
adverti senent ?

A. |'"d have to read it thoroughly to understand.

Q The next page in Schedule 1 was anot her, | ooks
i ke another solicitation of inspection services from
Ozark Applications, LLC?

A. Ckay.

Q Ckay. And that all continues onto the next
page of Schedule 1. Wat is it within Schedule TT-S1?
What page specifically shows a violation?

A So these docunents are the informati on we
received during the data request. W had to go through
and sort out through all these docunents and | ook at the
docunents to find those violations. And if you | ook at
the schedul es, they're noted on the date and who's the
owner and what the type of violation was but they're in
her e.

Q M. Thonmas, | repeat nmy question again, you
sponsored these schedul es. What page within just one
TT-S1 can you point to that shows a violation?

A |"d have to go through and find them but
they're in here.

Q Wul d you pl ease junp ahead to Schedule TT-$4.

A. | "' m here.
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Q The first page of TT-S4 it | ooks |ike a copy
of the actual data request questions, correct?

A Yes.

Q Turn the page. These ook -- am | seeing
these correctly? It's several series of mcrobiol ogical
anal ysis reports from DNR?

A. That's what it appears to be, yes.

Q There's various different assets that are
named in all these different ones. On this particular
page |'m |l ooking at which is the second page of TT-$4,
this |l ooks Iike a sanpling done of a sw nm ng pool
restroom done on June 3, 20197

A Yes.

Q Then when | see A for coliformand feca
ecoli, the Ais for absent, correct?

A That's correct.

Q At the bottom of the page there's a checkmark
for nonitoring violation yes or no, correct?

A That's correct.

Q The DNR mar ked no?

A That's correct.

Q And there's anot her checkmark for MCL
vi ol ati on yes and no?

A That is correct.

Q And DNR mar ked no?
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A That's correct.

Q On the next page of TT-S4 | see a very simlar
page sane type of swi nmm ng pool, or not sane, this may
be a different swming pool. M point is sinply to say
this is another nonitoring of another pool done on a
different date that's substantially the sane formas the
prior page we discussed where there's a checkmark at the
bott om denoti ng whether there was a nonitoring violation
or MCL violation, correct?

A Yes.

Q And in both instances DNR marked there was no
vi ol ation, correct?

A That's correct.

Q This pattern continues throughout nost of
TT-S4, doesn't it?

A As | said earlier, these are the docunents
that were supplied to us. W had to go through them and
| ook at themindividually to do the anal ysis that we
provided in the tables.

Q Pardon the delay. |I'msinply trying to grasp
all the papers in hand. So in ny hand |I'm hol ding the
entirety of TT-S4. You started TT-S5 i s anot her
schedul e you attached. This was a spreadsheet that you
created, correct, using Mcrosoft Excel it |ooks |ike?

A. That Central States created, yes.
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This was not created by DNR?
That was not created by DNR, no.
Coul d you please turn to Schedule TT- S6.

> O > O

| "' m here.

Q This is a letter to M. Kelly Goss with the
M ssouri Water Association fromDNR with the sanme DNR
| etterhead, correct?

A Yes.

Q This first page of the schedule is a cover
sheet and then the actual DNR report follows. Do you
agree with ne?

A Yes.

Q Wul d you please turn to what's noted as page
3 of the actual report that was attached to the schedul e

where there's a subheading in bold called unsatisfactory

findi ngs?
A | "' m here.
Q Can you follow along with ne the paragraph

that starts with the nuneral 1. Am| reading this
correctly that the public water systemin question
failed to obtain witten authorization fromthe
departnent prior to construction, alteration or
extension of the water system Did | read that
correctly?

A. Yes.
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Q And that was what DNR saw was a violation?

A In this particul ar case, yes.

Q DNR noted in the next sentence that the water
operator constructed a chlorination systemwas installed
since the |last inspection?

A That's correct.

Q And the required action followng this
violation was to subnmit engineering reports within 180

cal endar days. Am| reading that correctly?

A That's correct.
Q Please turn to the next follow ng paragraph
starting with Il. AmIl reading this correctly the

vi ol ati on here was the public water system has not
transferred a permt to di spense water fromthe prior
owner to the new operator?

A Where are you?

Q Sanme page, sinply the paragraph that starts
with I1.

A. The nunber 11, yes, go ahead.

Q 1. The public water system has not
transferred a permt to dispense water to the public, to
t he new owner as required. AmI| reading that correctly?

A Yes.

Q And the required action that DNR prescri bed

follow ng that violation was to conpl ete an encl osed
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application. Am| reading that correctly?

A Yes.

Q Do you agree with ne that conpleting
applications and filing engineering reports is the
t ext book definition of paperwork?

A. | f you |l ook at our tables that we provided,
there's effluent limt violations.

Q M. Thomas, that was not ny question. M
guestion was as to these two violations |'ve denoted,
woul d you agree that those are paperwork?

They' re necessary.

That wasn't the answer to ny question.

> O >

They' re paperwork, yes.

Q Thank you. Your Schedule T-S7 -- TT-S7,
pardon nme, this was anot her Excel spreadsheet that you
created, correct?

A. That Central States created, yes.

Q So again for the purpose of the record |'m
positing to you we went through TT-S1. Here is TIT-$4
all the way through 7. Wuld you agree with ne that
this represents a substantial chunk of what you put in
the record as your full schedul es?

A Yes.

Q | ask my question again. Do you agree that

the majority of the schedules you filed do not show

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

186



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

vi ol ati ons?

A. | think it's one of those things on how you're
asking the question. Do those by the fact that nost of
the papers in that are not direct violations, does that
represent that there are not issues with violations? |
do not agree with that. |If you're asking ne on a
strictly math basis if the nunber of those pages in
t hose docunents are not violations, that is correct.

MR. HALL: Thanks. No further questions.

JUDGE DI PPELL: Are there questions fromthe
Comm ssion? M. Chairman, do you have any questions?
Comm ssi oner Kenney?

COWMM SSI ONER KENNEY: No questions. Thank
you.

JUDGE DI PPELL: Conmi ssi oner Rupp?

COW SSI ONER RUPP:  No, thank you.

JUDGE DI PPELL: | just have one.
QUESTI ONS BY JUDGE DI PPELL:

Q At one point during questioning you were asked
about -- that's when M. Ellsworth was questioning you.
You were asked about did you verify these things on your
own and your answer to nost of the questions was that
t hese were the docunents that were presented to you in
data requests?

A. Yes.
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Q At one point he asked when you said that you
had gotten the Sunshine requests from DNR and you said
you had verified those on your own?

A That's correct.

Q What do you nean by that? Wat did you do?

A. So when we did the Sunshine request for
M ssouri DNR, we gave themthe specific facilities that
we had verified that are operated by the Lake Area Water
and M ssouri Water Association and PWSD 5 and so those
are the records we got when we requested those.

Q That was verified as of -- that they operated
those as of the date of the request or as of the date of
t he viol ati on?

A. That was as of the date of the request.

JUDGE DI PPELL: Ckay. Al right. That's all

the questions | have. Are there any further

Cross-exam nati on questions based on ny questions? From

Staff?
M5. PAYNE: No, thank you.
JUDGE DI PPELL: Sorry. | just thought of one
nor e.
BY JUDGE DI PPELL.:
Q In the tables that Central States created or
that you created that were attached to your testinony,

the summary tables that was TT-S7 and maybe TT-S2, at
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| east on TT-S7 the | ast colum says source and gives a
ot of letters, nunbers. |I'mnot sure. What is that?
What does that refer to?

A Wi ch one is that?

Q It's TT-S7.

A. So the Mssouri DNR has a very specific filing
systemfor electronic files, which I won't attenpt to
tell you how it works, but specifically that source and
it was just in the printout of the way -- we have the
ot her sources on the other ones. Wen we printed this
out, it was just a different format. Those are the
exact M ssouri DNR files where these can be | ocat ed.

Q Ckay. So that's a records nunber from DNR?

A That's correct.

JUDGE DI PPELL: Ckay. GCkay. Now based on ny
guestions are there further cross-exam nation from
Staff?

M5. PAYNE: No, thank you.

JUDGE DI PPELL: From Cedar 4d en?

MR. COWVLEY: No questions.

JUDGE DI PPELL: From the Joint Bidders?

MR, ELLSWORTH: Just as a follow up to Judge
Di ppel | ' s questi ons.

FURTHER CROSS- EXAM NATI ON BY MR, ELLSWORTH:

Q M. Thomas, what was the request you submtted
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to DNR? D d you nake the request yourself?

A. | did not nmake the request nyself.

Q Was it a general request in which you asked
DNR for records for the last five years for each of
t hese systens?

A. You know, | don't have the exact request wth
me but it's simlar.

Q You didn't request the DNR records for the
period during which nmy clients owned the systens; is

that true?

A. | don't know the answer to that actually.
MR, ELLSWORTH:  So not hing further.
THE WTNESS: | know there's a certai n nunber

of years we requested.

JUDGE DI PPELL: Thank you. |s there anything
further from Public Counsel based on ny questions?

MR, HALL: Public Counsel defers from asking
further questions at this tine.

JUDGE DI PPELL: Is there any redirect?

M5. HERNANDEZ: Yes. Thank you.
REDI RECT EXAM NATI ON BY MS. HERNANDEZ:

Q Let's start at some of the questions you

received fromOPC. Can you turn to your Schedul e 4,
TT- 4.

A. | "' m here.
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Q All right. And you were asked about sone of
these nonitoring reports. Do you recall the question
fromthe Ofice of Public Counsel on that?

A Yes.

Q | believe they stated that there's several of
those nonitoring reports in your Schedule 4. Do you

renenber that --

A Yes.

Q -- line of questioning. Gkay. And then
pointing you to the sanple results, in particular the
total coliformand the fecal ecoli. Do you renenber?

A | do.

Q Okay. Look at that chlorine residual colum.

A | see it.

Q Is that indicating anything to you on this
docunent ?

MR, HALL: | would sinply ask for

clarification as to which page nunber that counsel is
| ooking at. There are hundreds of these forns filed.
None of them are page nunbered. Just sone type of
clarification for the record woul d be appreci at ed.

MR. ELLSWORTH: Also clarification as to what
systemwe' re tal king about, the date.
BY MS. HERNANDEZ:

Q | was trying to go off the sanme docunent that
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OPC was using. |It's Bates stanped at the bottom
MAMAL. 17- 000101 and the collection point it says sw nmm ng

pool outside. You see the chlorine residual colum?

A | do, yes.

Q Does that chlorine level indicate anything to
you?

A It's less than .02.

Q And in terns of chlorine and water, is there a
standard that DNR -- is there a DNR standard for?

A There's a standard and | believe it's .5. |
could be wong but I think it's .5.

Q Al right. So in ternms of these docunents,
when you included themin your schedule, were you trying
to refer to sonething besides the sanple results for
total coliformor fecal ecoli?

MR, ELLSWORTH. | just want to pose an
objection. There's no relevance. There's no foundation
totie this -- W don't even know what sw nm ng pool
this is. This could have been a pool --

THE WTNESS: This is not actually a sw nm ng
pool. This is the water sanple tap where they take the
test. It's not actually the swnmng pool. It's a tap
at a pool.

JUDGE DI PPELL: M. Thonms, let ne rule on the

obj ecti on.
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MR, ELLSWORTH: It goes a little further than
that as well. W don't know where this is taken.

JUDGE DI PPELL: | appreciate your objection
but we have already admtted these and so the Conm ssion
will --

MR, ELLSWORTH:  True.

JUDGE DI PPELL: -- take that with the wei ght
of the evidence when it reviews it. Go ahead with your
guesti on.

BY M5. HERNANDEZ:

Q | believe I'd asked what this chlorine
residual |evel neans to you.

A Thi s does denote a violation. Wether or not
we used this one in the table or not, I don't know 1'd

have to go back and cross check, cross reference.

Q So the collection point you had nentioned that
-- well, it states swi mm ng pool outside. Do you know
what collection point -- what are they referring to
t here?

A. | " ve never been there but typically they refer

to either like a faucet in the bathroomor at the pool
deck or something like that. There's just different

| ocation points for every systemthe DNR references for
coll ection points for water sanpl es.

Q Ckay. And for drinking water, correct?
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A Yes, correct.

Q So the analysis report is showng the |evel of
chlorine in drinking water?

A That's correct.

Q Way is chlorine in drinking water inportant?

A For di sinfection.

Q All right. And let's just go back one page,
the first page of Schedule TT-S4 and DR 1. 17.

A | "' m here.

Q Al right. And what docunents did you request
in this DR?

A. Pl ease provide the |last two years of sanpling
reports for each of the water systens listed in the
response to DR 1. 16.

Q The docunents in TT-S4, you received these
docunents in response to the data request that was
submtted to Mssouri Water Associ ation?

A That's correct.

Q All right. Let's go to your Schedule 6,

TT- S6.

A | " m here.

Q Al'l right. Do you recall the line of
guestioning essentially fromthe Ofice of Public
Counsel stating that these were not -- these were nere

paperwork viol ations versus safe and adequate service?
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A | do.

Q Al'l right. Can you explain why a conpany
mai nt ai ni ng appropriate records m ght be necessary?

A. It's absolutely necessary. Oherw se, how
el se are you going to prove that you provi ded safe and
reliable service.

Q Do you have any opinion on why DNR has
standards for subm ssion of paperwork?

A. So they can conpl etely understand and keep up
to date wth how each systemis running their -- how
each owner is running their systens and nmaking sure
they're in conpliance.

Q Do you recall a question fromM. Ellsworth to
the effect that he had asked a data request for notices
of violation fromthe applicant?

A Yes.

Q And you had nentioned that there were two
violations and | think M. Ellsworth commented sonet hi ng
to the effect that shouldn't have been so tine consum ng
to get that information?

A | recall.

Q Was there anything el se asked for in that DR

request ?
A. | don't recall. | don't recall
Q Do you recall whether the request al so asked
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for discharge nonitoring reports?

A. It did. For NOVs, discharge nonitoring
reports, and there was one other elenent but | can't
recal l.

Q How of ten does the conpany generate a
di scharge nonitoring report?

A It depends upon the system and what ever the
permt requires but nonthly on some, quarterly on
ot hers.

Q Al right. So you would be collecting a
report, a nmonthly report for how many systens under this
DR?

A Gosh, many. Over 20 probably.

Q So nore paperwork than just gathering two
vi ol ati ons?

A. Ch, certainly, yes.

Q You nentioned there were two violations. Wat
were they and when?

A Both of them have to do with Raccoon Creek.
One of themwas a, | believe a failure to report by a
prior contract operator who is not working for us any
nore due to | ack of performance. The other one was on
the start up of a new plant there were no exceedance
vi ol ati ons but there was sonme pin floc noted in the

creek. And that was associated with the start up, a
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pl ant start up.

Q "1l have you junp around a little bit. Let's
go to your Schedul e 10.

A | m here.

Q Al right. And you renenber a |line of
guesti oni ng about whether you verified whether the
systens were owned by Lake Area Wastewater Associ ation
or M ssouri Water Association or Public Water Supply
District at the tine these DNR correspondence letters
wer e gener at ed?

A | do.

Q Al right. Wat is your schedule -- Wat is
Schedul e TT-S107?

A. It's a list of the Lake Area Water systens by
facility nane and the status of who is the owner and
oper at or .

Q Al right. Let's go to your Schedule 12.

A | m here.

Q You were asked a |ine of questions about
verifying, essentially verifying what the docunents said
that we were provided in a data request, rely on that.

A Yes.

Q Do you recall that |ine of questioning?

A Yes.

Q How di d you generate Schedule TT-S12?
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A We had to review each docunent that was
provi ded by us through the DR and read it and understand
if there's a violation and what the violation is and the
nature of the violation.

Q Did you do that sane process for M ssouri
Wat er Associ ation and the Public Water Supply District?

A Yes.

Q And you included those in your schedul es as
wel | ?

A Yes.

Q Do you still have Schedule S3 of -- from
Josiah Cox in front of you?

A | don't recall.

Q There was a |ine of questioning where you were
bei ng asked or M. Ellsworth was pointing to a DNR
docunment that said a second well was needed to serve
nore at Cedar d en?

A. | recall that, yes.

Q Do you recall whether you had those docunents
in front of you when you were devel opi ng your estimates
i ncluded in your testinony?

A | do not recall, no. | don't think we did.

Q You don't believe you did have those in front
of you?

A. It was the third-party engineer that did the
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basis of that, and | can't say whether or not he did.

Q You were asked a question about page 17 of
your surrebuttal, line 7 through 8.

A What page again?

Q Page 17.

A | " m here.

Q Al right. And line 7 through 8 there was a
| ine of questioning about interconnection costs?

A Yes.

Q Have you seen any reports that would indicate
any estimates for interconnection costs?

A You know, | recall seeing an engineering
report that was done by PWSD 5 a couple years ago where
t hey were | ooking at three options on whether or not to
connect Cedar -- | can't renenber the nane of the two
systens they own -- whether or not to connect one of
t hose, one of those or two of those together or even |
think A d Kinderhook and as part of that there was, yes,
some i nterconnection costs.

Q Do you recall what those interconnection costs
wer e?

A. | nean, there were multiple parts in the
estimates. There's the estimates of what they have to
do with the facilities thensel ves and then bel ow I

recall the interconnection costs, but | nean | can't
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recall the exact nunbers. There was the purchasing of
t he easenent, there's the DOT permts, there's the
boring, the laying of the lines. They were relatively
expensive but | don't renmenber the nunber.

Q But nore than zero?

A. Ch, certainly.

Q There was a line of questioning asking you
about your estimates and your testinony being only
prelimnary. Do you recall?

A | recall, yes.

Q Can you discuss | guess what will occur if the
Comm ssion allows the applicant to acquire this system
in ternms of refining those estinates?

A Assum ng that we get the AOCCs or the
agreenents on consent to operate those facilities for a
period of tinme, which we typically do, we'll operate
those facilities for a period of nonths and verify, you
know, all the itens of the estimate and verify that they
need to be done. The other thing we'd certainly verify
is the -- specific to Cedar Gen is the nunber of
residents that are there or the flow rate and determ ne
whi ch way DNR wants us to go with regard to storage or
addi tional well there.

Q Hopefully ny | ast question. Do you recal

some questions fromstaff regarding | guess what they
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call SSGCs or sewage overfl ows?
A. | recall one about a bypass.
Q Bypass. Thank you. And you had nentioned

that you had been to sone of the facilities here

recently?
A. | have. Actually had sone pictures fromny
recent tours, visits last week. | actually have a

pi cture of the bypass.

M5. HERNANDEZ: | want to pass out anot her
docunent .

THE WTNESS: Little harder to pass out but
have a video of that too.

M5. HERNANDEZ: Should we just mark this for
identification as Exhibit 8?

JUDGE DI PPELL: We'll mark that for

identification purposes as Exhibit 8, and this is

pictures of Cedar Gen. | guess it's nore --

M5. HERNANDEZ: |'Ill ask the w tness.

JUDGE DI PPELL: Ckay. | just wanted to give
it atitle.

M5. HERNANDEZ: Sure, that's fine. Osage
Water facilities.

JUDGE DI PPELL: Ckay. o ahead.
BY MS. HERNANDEZ:

Q You had nentioned that you w tnessed a bypass?
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A Yes.

Q Coul d you indicate what pictures show what you
observed that day?

A. By ny packet --

MR, ELLSWORTH. |'msorry, Judge. |'m going
to object fromtestifying to a docunent that hasn't been
admtted. There's no foundation for these pictures.
They were not previously provided to any counsel. |[|'ve
never seen these previously.

JUDGE DI PPELL: Wuld you like to lay a
foundation for these before you --

MS. HERNANDEZ: Sure.

BY Ms. HERNANDEZ:

Q M . Thomas, can you | ook through the packet of
information that's been provided to you?

A Yes.

Q Al right. And what is this docunent?

A. These are pictures taken | ast week of the
Osage Water facilities or water and wast ewat er
facilities.

Q Are these pictures that you took yoursel f?

A. | took them personally, yes.

Q And are they an accurate representation of
what you viewed that day at each of these facilities?

A. Yes.
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M5. HERNANDEZ: And with that | would offer
Exhi bit 8.

JUDGE DI PPELL: Would there be an objection to
Exhi bit 8?

MR. COWLEY: \What is the purpose of the
phot ographs? 1Is it for purposes of his redirect after
the questions fromstaff or |I think that would be with
Eagl e Wods bypass. That's all. Only one of the
phot ographs | think shows Eagl e Wods.

M5. HERNANDEZ: It goes to certainly the
bypass question but also to all the questions about
whet her there are violations or issues at each of these
facilities that the cross questions were indicating that
t he docunents did not show

MR, HALL: Public Counsel nust also cite an
objection. The questions that were posited to him
bringi ng these pictures were up were about the bypass.
These pictures seemto docunent nore than that. This
seens like a blatant attenpt to inflate surrebutta
testinmony with exhibits that could have been filed at
the tine when they were to be filed.

JUDGE DI PPELL: |s anyone contesting that
there are issues with these systens? Wat is the
rel evance of these pictures?

MS. HERNANDEZ: The docunents, it's not that
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there's issues. | think the cross was trying to contest
t hat the docunents included in surrebuttal don't contain
all the violations that M. Thomas says are summari zed
in those tables included in his schedules as well. So |
think this is to show the current condition that there
are these situations at these facilities and also to go
specifically to the question asked about the bypass.

MR. COWLEY: [|I'mthinking that there are
phot ogr aphs of systens that were not referred to by OPC
| think OPC was tal ki ng about systens that were
purportedly operated by the M ssouri Water Associ ation
and the Lake Area Wastewater Association and the
district. These are not. |[If anything, it's cunulative
for the surrebuttal testinony has already been shown.
These phot ographs are already in the surrebuttal.

JUDGE DI PPELL: 1'mgoing to sustain the
obj ections and not admt these photographs. | nean, the
time for direct has | ong passed and | don't see how
these are relevant to the redirect.

M5. HERNANDEZ: No further questions. Thank
you.

JUDGE DI PPELL: M. Thomas, | believe that
concl udes your testinony and you may step down.

(Wtness excused.)

JUDGE DI PPELL: We've only been in here about
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an hour and 15 mnutes. |I'mtenpted to take a

ten-m nute break before we begin with Staff's w tnesses.
| see at least one nod. Let's go ahead and take a ten,
twel ve-m nute break and conme back at 3:15. While you're
on break, | would Iike to know when you get back Iike do
we think that there's any chance if we stay a little

| ate we could get through all the w tnesses today or
should we just plan on com ng back in the norning?

Thi nk about that while you're on break. 1'Il see you at
3:15.

(O f the record.)

JUDGE DI PPELL: Let's go ahead and go back on
the record. We're back on the record after our break
and we're ready to begin with Staff's w tnesses.

M5. PAYNE: Staff would call its wtness
Natelle Dietrich to the stand.

(Wtness sworn.)

NATELLE DI ETRI CH, being sworn, testified as foll ows:
DI RECT EXAM NATI ON BY Ms. PAYNE:

Q Wul d you pl ease state and spell your nane for
the court reporter?

A. Natelle, N-a-t-e-I-1-e, Dietrich,
Di-e-t-r-i-c-h.

Q And by whom are you enpl oyed and i n what

capacity?
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A "' m enpl oyed by the Public Service Conmm ssion
as Conmm ssion Staff Director.

Q And did you prepare or cause to be prepared
testinony that's been marked in this case as Exhibit
100, the Direct Testinony of Natelle Dietrich
confidential and public as Exhibit No. 101, the
Surrebuttal Testinony of Natelle Dietrich and Exhi bit
No. 105, the Supplenental Testinony of Natelle Dietrich
confidential and public?

A | did.

Q Do you have any changes or corrections to nmake
to that testinony at this tine?

A Yes. To the direct testinony, what is
identified as confidential Schedule ND-D2, which is
Staff's recommendation, in the cover pleading that goes
with the Staff recommendation it nentions the letter
from Spencer Fane and it says that the letter is marked
as Attachment B. Wen it was filed it was marked as
Attachnent AL So the letter from Spencer Fane shoul d be
Attachnment B to Staff's recomendation

And then on the supplenental testinony that
was filed, we filed red Iine and cl ean versi ons of
Staff's updated nenorandum and as part of doing that
process there was sone additions added to the Staff

menor andum t hat we determ ned were not responsive to the
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order to just make adjustnments based on Reflections and
a couple of those did not get deleted. So on the red
line version of the Staff nenorandum on page 6 of 26,
the end of the first paragraph where it's tal king about
wat er and sewer systens, there's a red line that says
and through the DNR website. That additional |anguage
shoul d be stricken as not applicable to Reflections.

On page 8 of 26, there's what |ooks like it
could be a third paragraph that's all red lined. It
starts with on Septenber 1, 2019, DNR term nated Cedar
G en, so on and so forth. That paragraph should be
del eted as not applicable to Reflections.

And then the last one is actually the opposite
where it was | anguage that sonehow got del eted and
shoul d not have been. That's on page 25 of 26. The end
of the first paragraph on that page where it's talking
about a sanple letter was provided, on the original
Staff menorandum there was a sentence after that that
said these -- that's the wong sentence. |'msorry.
It's the paragraph that's publicity and custoner notice
which is at the top of page 25 of 26 of the red line
version. The sentence that was inadvertently del eted
fromthe original Staff reconmendation says as of the
date of this report, zero public comrents have been

entered in the Comm ssion's Electronic Filing
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| nformati on System concerning this case. That statenent
should still be in the Staff nmenorandum because it was
not updated as a result of Reflections. And then --

JUDGE DI PPELL: I'msorry. Can you tell ne
agai n where that sentence was onitted?

THE WTNESS: Yes. At the bottom of page 24
of 26 of the red line version, it's publicity and
customer notice. At the very end of that section after
t he words upgrades of these water and wastewat er
syst ens.

JUDGE DI PPELL: Ckay.

THE WTNESS: And then those sane changes
woul d be made in the clean version of the Staff
menor andum whi ch was al so attached. And on the clean
version the first change is on page 5 of 21 and it's the
end of the paragraph starting with the water and sewer
systenms. The | anguage and t hrough DNR website shoul d be
deleted. On page 7 of 21, it's what | ooks |like a second
full paragraph. Starts on Septenber 1, 2019, DNR
term nated. That paragraph should be deleted. And
agai n the adding of the | anguage woul d be on page 20 of
21 at the end of the first full section publicity and
custonmer noti ce.

BY MS. PAYNE

Q And given those corrections, if | were to ask
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you the sane questions contained in that testinony
ot herw se, woul d you have the sane answers?
A Yes.

M5. PAYNE: Al right. Then with that | go
ahead and offer Exhibit No. 100C and P, 101 and 105C and
P into the record.

JUDGE DI PPELL: 100 is the Direct Testinony,
101 is the Surrebuttal Testinony and 105 is the
Suppl enent al Testinony?

M5. PAYNE: Correct.

JUDCE DI PPELL: And there are confidenti al
versions of 100 and 1057

M5. PAYNE: Correct.

JUDGE DI PPELL: Wbuld there be any objection
to those exhibits? Seeing none, then | will receive
t hose into the record.

(STAFF' S EXH BI TS 100C, 100P, 101, 105C AND
105P WERE RECEI VED | NTO EVI DENCE AND MADE A PART OF THI S
RECORD. )

M5. PAYNE: Then | will tender this w tness
for cross.

JUDGE DI PPELL: Al right. |Is there any
Cross-exam nati on by QUOC?

MR. COOPER: Yes, Your Honor. Thank you.
CROSS- EXAM NATI ON BY MR, COOPER:
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Q The Staff has not perforned an exam nation of
the Public Water Supply District No. 5, Mssouri Water
Associ ation or the Lake Area WAstewater Associ ation as
to their technical, nmanagerial and financial capability
to own and operate water and wastewater systens in
M ssouri in this case, has it?

A That's correct.

Q And is that because an application requesting
perm ssion for transfer to the Water District, MM and
LAWM is not before the Conm ssion?

A That's correct, after that was discussed with
Staff Counsel's office as to how to address that.

Q And Osage Water Conpany, to your know edge, is
still currently considered a public utility, isn't it?

A Yes, it is.

MR. COOPER: That's all the questions | have.
JUDGE DI PPELL: Is there any cross-exam nation
by Cedar d en?
MR. COMLEY: Yes, Your Honor.
CROSS- EXAM NATI ON BY MR COMLEY:

Q Ms. Dietrich, on page 16 of your revised
menorandum | think that's where it is. Forgive ne.
I"'ma little confused about sone of the changes. |If
there's been a change on this, let nme know.

A Ckay.
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Q There's a statenent in the second paragraph
that Staff also considers -- well, for its reviews in
connection wth cases like this ny understanding is
Staff al so considers whether or not other utility
entities are available to provide simlar service?

A. That statenent is applicable to Refl ections.
That's applicable to entities that are not currently
regul ated by the Comm ssion.

Q So you were saying this statenent woul d be
whet her Refl ections was able to provide simlar service
to the custoners?

A. No. As part of the Reflections -- Osage
Operating Conpany's application to acquire Reflections,
we woul d have consi dered whether there were other
entities that would be able to provide service because
Ref |l ecti ons was not a Comm ssion regulated entity.

Q | see. You would not consider other avail able
public entities in the area that would serve the Cedar
G en area; is that what you' re saying?

A Correct.

Q So then | understand the Staff knew that Cedar
G en had bid on these assets years ago. Wuld that be
correct?

A Had been on thenf

Q Had bid on them
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A. Oh, bid on them |"mnot famliar wth that.

O her staff nmenbers may be.

Q It was in the letter fromEric Johnson that
you attached to your Staff recommendation. | thought
wel |, that was sonething you reviewed i n advance.

A Correct, yes.

Q Eric Johnson's letter points out that Cedar
Gen itself had bid on those assets at one tine; is that
correct?

A That's correct.

Q Even though the Staff knew that that had
happened, Staff did not try to contact any of the Cedar
G en custoners to find out preferences that they woul d
prefer -- excuse nme for the word play, their
preferences?

A. Staff considered the application that was
bef ore the Commi ssi on.

Q And of course, | nean, the district and
M ssouri Water Association and Lake Area WAstewater
Associ ation are not applicants in this case?

A That's correct.

Q One nore question just to nmake clear. No
menber of the Staff contacted the president of the
honeowners associ ation at Cedar Aen to find out what

its preferences mght be in connection with this
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application?

A. Not that |I'maware of, but we typically would
not do that because there was not an application from
that entity before the Comm ssion.

Q | f you had, it would probably have been
referred to in your nenorandum |'m assum ng?

A Correct.

Q Wuld it be fair to say the Staff did not
i ndependently estinmate the cost of any of the
i nprovenents that OQUOC has said are needed for these
systens?

A. No. Staff reviews what is put before it, and
then as far as the actual dollar anmounts that woul d be
part of a rate case review

Q Later. But right now none of the Staff
reviewed it, in fact, accepted those estinates for
pur poses of your menorandunf?

A Staff did not review and Staff has not

accepted them no.

Q Ckay. There's been no effort to confirmthose

estimates are within range; is that correct?
A. Not at this stage of the process, no.
MR. COWVLEY: | have no other questions.
JUDGE DI PPELL: Is there questions fromthe
Joi nt Bi dders?

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

213



© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

MR ELLSWORTH:  Yes, Your Honor.
CROSS- EXAM NATI ON BY MR, ELLSWORTH:

Q Just briefly as a follow up. D d the Staff
eval uate the necessity of the repairs proposed?

A. "' mnot sure what you nean by necessity
because the standard for this particular application is
not detrinmental to the public interest. Necessity is a
different standard. So perhaps it's a --

Q In your Staff recomrendation you did nmention
sone of the repairs that were proposed to be made to the
four systens by Osage Water Conpany, correct?

A Correct.

Q And you did state that you didn't agree or
di sagree with whether or not those were necessary,
didn't you, if |I can find the exact |anguage? Wat |I'm
recalling specifically is with respect to Cedar Gen, if
| find your |anguage. |In the Staff recommendation, you
did go over the proposed i nprovenents or repairs to the
systens?

A. Staff reviewed what Osage Uility Operating
Conpany was suggesting m ght need to be repaired as far
as the systens, yes.

Q And there was no real comment on whet her those
wer e necessary?

A. Correct. What was throwi ng ne was your use of
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the word necessity.

Q Ckay. | understand. But you did comment that
you did contact the operator of the systens Lake of the
Ozarks Water and Sewer?

A. Correct. Standard process when we have an
application for acquisition or transfer of assets, those
types of things, we go out, we do inspections of the
facilities, we neet perhaps with the managenent, those
types of things.

Q And with respect to the Cedar Aen facility,
Lake -- we call them LOAS at the | ake, L-O WS, they
stated that the current treatnent plant would neet the
ammonia imts and no new construction wll be needed;
is that true?

A That woul d probably be better addressed to
M. Roos is the technical expert.

Q Ckay. Also it was noted in the recommendati on
that a DNR sewer inspection report there's no
unsati sfactory conditions?

A. Sane thing, M. Roos would be better able to
answer that.

Q Wuld that be -- If |I asked you simlar
guestions on the other systens, would that be the sane
answer, talk to M. Roos?

A Yes. |I'mthe policy witness and he's nore the
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t echni cal

Q Wth respect to the policy then, correct nme if
"' mwong, the standard of review for the application
for sale of assets when you're submtting an application
for acquisition incentive, is that the Code of State
Regul ati ons 240-10. 085 subsection 4? Does that state
the standard of review for the sale of assets where an
acqui sition incentive is part of the application?

A Yes.

Q And | have to ask that because | don't know.
So | want to nmake sure we're on the sane page.

A. Just to clarify, the Conmm ssion has noved to
t he Departnent of Commerce and | nsurance and our rule
nunbers have changed. So now instead of 4 CSR
240-10.085 it would be 20 CSR 4240-10. 085.

Q Thank you for adding to ny confusion. So
we're on the sane page | believe with the standard of
review. Wuld you agree with ne that under that
standard of review one of the elenents the Staff needs
to look at is the purchase price in the financial terns
of the acquisition and nake sure that they're fair and
reasonabl e and have been reached at armis | ength
negotiation. |Is that one of the el enents?

A. Yes. On a subpart 4D says the purchase price

and financial terns of the acquisition are fair and
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reasonabl e and have been reached through an arm s |ength
negotiation. That's what the application has to
denonstrate.

Q And just to clarify, the application filed by
Gsage Utility, there is part of that includes an
acquisition incentive or incentives, right?

A That's correct.

Q What did the Staff find out with respect to
the financial terns of the acquisition?

A. We had di scussi ons when the application was
first submtted and, of course, at that tine it included
Refl ections. W' ve since had additional discussions
renovi ng Refl ections where we | ooked at what the
financial transaction was, whether it was arms |ength
or not, whether we thought they neaning Osage Utility
Operating Conpany net all of the requirenents of section
4.

Q Ckay. But the application itself doesn't
i nclude any of the financial ternms, right, the interest
rate, the termof the |loan, who the lender is, that type
of stuff, right?

A. That's correct. It was not a financial or a
fi nance application.

Q Ckay. Under 4E, any plant inprovenents

necessary to nake the utility viable will be conpl eted
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within a reasonable period of tine. Does this require
you to determ ne whether or not the repairs and
I nprovenents stated in the application are necessary?

A. | don't read that as requiring the Comm ssion
to make a determ nation as to whether the inprovenents
are necessary. The application needs to include that
information as to any inprovenents that it deens
necessary to nake the utility viable. They have to
propose how they plan on doing that or wthin what
period of tine.

Q So your enphasis on that is nore the period of
time to make sure the repairs are nade when review ng
that application, right?

A Correct.

Q And is it your position that on the next to
| ast el enent the acquisitionis in the public interest.
Does the Staff take into consideration the effect on the
rat epayer increase of rates?

A. In this particular type of acquisition, the
standard is not detrinmental to the public interest. So
the Staff |ooks at the application as conpared to status
quo, if you will, and makes a reconmendation as to
whet her Staff thinks that the transaction is detrinental
or not. That would include things such as what they're

proposing to do, whether there is a need for
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i nprovenents. In this particular case an entity that's
been in receivership has filed bankruptcy. So those are
the types of things that are consi dered.

Q Did the Staff nake a determ nation with
respect to the last elenent that the acquisition would
be unlikely to occur wthout the probability of
obtai ni ng an acquisition incentive?

A. Again, | don't think the rule requires Staff
to make that finding. |It's a statenent that needs to be
included in the application as to whether the
acqui sition would be unlikely to occur without the
probability of obtaining an acquisition incentive.

M. Cox indicated in his testinony that the transaction
woul d not occur absent the acquisition incentive. Staff
had no reason to doubt that statenent. W have no way
of independently verifying that though.

Q But in this case you had the letter from
Spencer Fane attached to all of the contracts and you
knew t hat there was a backup bi dder ready, or appeared
to be a backup bidder ready to close this transaction
upon the sane terns and conditions w thout incentives,
right?

A. But nmy reading of the rule is not are there
other alternatives that the acquisition would happen.

My reading of the rule is the acquisition before the
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Conmm ssion would be unlikely to occur w thout the
probability of the incentive.
Q So your reading is that the applicant would be
-- the applicant's acquisition would be unlikely to
occur?
A That's correct.
Q The acquisition in general of the systenf
A That's correct.
MR, ELLSWORTH: No further questions.
JUDGE DI PPELL: Thank you. |s there anything
from Public Counsel ?
MR, HALL: Yes, Your Honor. |[I'Il attenpt to
be brief. Good afternoon, Ms. Dietrich.
THE W TNESS: Good afternoon.
CRCOSS- EXAM NATI ON BY MR, HALL:
Q Dietrich, right?
A Yes.
MR. HALL: Your Honor, may | approach?
JUDGE DI PPELL: Yes.
BY MR HALL:
Q Ms. Dietrich, you were asked sone questions

fromcounsel for Cedar den about the acquisition

i ncentive?
A Yes.
Q |"ve al so just handed you a docunent that for
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denonstrative purposes |I'd like to consider this as OPC
Exhi bit 200. Do you recogni ze the docunent |'ve just
handed you?

A Yes.

Q This is a data request fromthis docket that
was sent by Ms. Roth to Staff, correct?

A That's correct.

Q And you supplied the answer for this data
request, correct?

A. The answer was provided by nyself and Jim
Busch.

Q The question was regarding Staff's position as
to whether Gsage Utility Operating Conpany, Centra
States in this case, would be unlikely -- whether the
acquisitions requested by Central States would be
unlikely to occur without the probability of obtaining
t he i ncentive, correct?

A Correct.

Q And your answer in the first sentence of your
response was that Staff does not take a position on
whet her the acquisitions would be unlikely to occur
wi t hout the probability of obtaining acquisition

i ncentives; am|l reading that answer correctly?

A. That's what the answer says, yes.
Q Ms. Natelle, were you in the hearing room
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during openi ng statenents?

A Yes.

Q And you heard the opening statenent provided
by your counsel, M. Payne?

A Yes.

Q So you heard her assert that Staff argued
today that the acquisition would not be likely to occur
wi t hout the acquisition incentive. Do you recall that?

A | renmenber her discussion. | don't renenber
her exact words.

Q You're famliar with one KimBolin, correct?

A Yes.

Q She's another Staff nmenber. She's filed
testinmony in this case as well?

A That's correct.

Q You reviewed her testinony for this case?

A Yes.

Q She's al so supplied testinony speaking to the
acquisition incentive, correct?

A That's correct.

Q And she supports -- let ne rephrase that. Her
testinmony is that the acquisition may not be likely to
occur without the probability of obtaining an
acqui sition incentive, correct?

A Coul d you point nme to where she says that?
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Q O course. Please turn to page 4 of Kim
Bolin's surrebuttal testinony.

A. Ckay.

Q Maybe it's not fair to put words when she's
not here in her nouth, but the answer that she gave on
lines 6 through 10 was that just because a conpany has
purchased ot her distressed systens does not nean it wll
necessarily purchase every distressed systemno matter
the circunstance and then she quotes Josiah Cox's
testi nony where he says -- where he posited that the
acquisition is unlikely to occur without the probability
of obtaining the acquisition incentive; am| presenting
t hat accuratel y?

A. Correct. As you said, she's quoting M. Cox.

Q s KimBolin then taking -- Do you believe Kim
Bolin is taking a position as to whether the acquisition
woul d be unlikely to occur?

A. No, | do not.

MR, HALL: Your Honor, at this tinme | would
nove for the adm ssion of Exhibit 200 at this tine since
it's been authenticated by the witness as an answer
gi ven by her.

JUDGE DI PPELL: Would there be any objection
to Data Request No. 0023 conming into the record? Seeing

none, | will admt that.
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(OPC EXH BI' T 200 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD. )

MR. HALL: Your Honor, may | approach again?

JUDGE DI PPELL:  Yes.

MR. HALL: You'll have to pardon the del ay.

I"'mtrying to find sufficient copies for the other

parties.
JUDGE DI PPELL: | think you gave nme a few
extra.
MR. HALL: Thank you.
BY MR HALL:
Q For denonstrative purposes, | would like to

treat this as Exhibit 201. M. Dietrich, given ny
del ay, have you had sufficient tine to review the
docunent | handed you?

Yes.

Do you recogni ze this docunent?

> O >

Yes.

Q This was anot her data request from OPC wi t ness

Ms. Roth to Staff, correct?

A That's correct.

Q This is No. 25. You supplied the answer to
this as well, correct?

A. Mysel f and Ji m Busch, yes.

Q This question was as to a particul ar page
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within Staff's initial nmenorandum and recommendati on,

correct?
A Yes.
Q In response to that, Ms. Roth asked whet her

Staff considered other potential operators for the Osage
Wat er Conpany systens and then asked is it Staff's
position that the Joint Bidders would al so be avail able
to provide simlar service. AmIl paraphrasing that
guestion accurately?

A. That's what the question says, yes.

Q And your answer as to the initial Staff
recomendati on was that the quoted |anguage of page 19
of that initial recomendation, quote, is in regards
specifically to the applicable criteria for
i nvestigation into the application for the acquisition
of Reflections, correct?

A. Correct. The |l anguage that she cites in this
data request is related to Staff's recomendati on on
Refl ections in our Staff nmenorandum

Q That | anguage was, quoting verbatim for its
reviews Staff al so considers whether or not other
utility entities are available to provide simlar
service, end quote. Did | read that accurately?

A. In the question?

Q Yes.
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A Yes.
Q Ms. Dietrich, do you have the revised
recommendation in front of you?

A. | do.

Q Let me verify the page nunmber. |'m | ooking at

the red line version so that alters the page nunbers
slightly. Could you please turn to page 20 of 267
A. Ckay.

Q So with this red lined version | see that a

sentence was taken out at the end of the second full
par agraph on the page. Are you follow ng ne?

A Yes, uh-huh.

Q That sentence that was stricken is
specifically referring to Reflections?

A That's correct.

Q Two sentences up | see the sentence for its

review Staff al so considers whether or not other utility

entities are available to provide simlar service. Aml]

readi ng that correctly?

A. | think you said two sentences up. |It's about

hal fway between in that paragraph, yes, it says that.

Q That was the sanme quoted text that Ms. Roth
identified in her data request, Data Request 25,
correct?

A. That's correct, but | would point out that
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t hat paragraph begins with when considering a request
for a new CCN, which would be Refl ections, not Osage's
purchase of OGsage Water Conpany.

Q For clarity sake then, Staff is not taking the
position that Central States' request to operate the
Osage Water Conpany systens -- Let ne rephrase that. |
| ost nyself. Staff's position is that the request to
operate the Osage Water Conpany systens is not a new CCN
but a request for a CNN transfer?

A That's correct.

Q So this paragraph that was left in the revised
recommendation, this is not applicable to the Osage
Wat er Conpany systens?

A. No. The reason we didn't red line the whole
par agraph was just a general explanation of how we
review CCNs, and it clearly states that when it's a new
CCN. So we didn't red line the entire paragraph.

Q Fair enough. But then Staff did not use this
analysis for a new CCN to judge the acquisition of the
Osage Water Conpany systens, correct?

A That's correct.

MR. HALL: Thank you. At this tinme, Your
Honor, | would nove for the adm ssion of Exhibit 201
since it's been authenticated as an accurate response

gi ven by the w tness.
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JUDGE DI PPELL: Would there be any objection
to Data Request 0025, Exhibit No. 201, comng into the
record?

MR, JOHNSON: Judge, Staff would object for
rel evance purposes, this DR request in regard to the
Refl ections systens, we would question the rel evance of
this matter.

MR HALL: It's relevant as to the credibility
consi stency of Staff's recomrendati on.

JUDGE DI PPELL: 1'mgoing to overrule the
objection. |If for nothing else, it explains Staff's
position in their menorandum |'mgoing to -- Are there
any other objections? Seeing none, | wll admt that.

(OPC S EXHI BIT 201 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)

M. HALL: Thank you. | have no further
guestions of this w tness.

JUDGE DI PPELL: All right then. Are there any
gquestions for Ms. Dietrich fromthe Conm ssion?

CHAl RVAN SI LVEY:  Yes.

JUDGE DI PPELL: M. Chairnman?

CHAI RMAN SI LVEY: Thank you.

QUESTI ONS BY CHAI RVAN SI LVEY:
Q Does Staff agree with the comments made in the

openi ng statenments of the Joint Bidders that if the
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Conmm ssion denies OQUOC s application in this case the
Joint Bidders will be approved by the bankruptcy court
as the next viable bid?

A. That's ny understandi ng and then they woul d be
the entity that would cone before the Conm ssion.

Q Ckay. Can the Comm ssion consider the likely
rate inpacts on custoners when determ ning what is not
detrinmental to the public interests?

A. The Comm ssion in ny opinion could consider
whatever it deens inportant, but it doesn't have all the
information before it to consider the effect of the rate
i npact because we don't have all relevant factors that
you woul d have in a rate case.

Q So woul d you say the rate inpact between OUCC
and the Joint Bidders would likely be the sane?

A Well, | don't know that we know that. | nean,
fromthe information that's been provided in testinony
we have two different proposals as to what inprovenents
are needed. Sone of the nunbers are very far apart. So
| don't know at this tinme that the Conmm ssion woul d have
enough information to determ ne that one nunber is
correct over another or, you know, to be able to nake
the determ nation as to what inprovenents are necessary
based on the information that it has before it.

Q s it your understanding that the Joint

TI GER COURT REPORTI NG LLC 229

WAV Tl GERCR. COM 573. 999. 2662




© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

Bi dders woul d get the acquisition prem umor would seek
t he acqui sition prem unf

A No.

Q They woul d not ?

A. | don't think they would be able to because
they would not be a regulated entity before the
Comm ssi on.

Q So would that be a likely difference in
potential rate inpact?

A That woul d be one difference. | think the
| arger difference would be the actual inprovenents that
need to be nade to the system and then, of course, you
have OGsage Utility Operating Conpany woul d be a
regul ated entity and the Comm ssion woul d be revi ew ng
its rate requests whereas the Joint Bidders would be a
nonregul ated entity and there would be no oversight of
t hose rates.

CHAl RVAN SI LVEY: Okay. No further questions
at this tine.

COW SSI ONER KENNEY: No questions. Thank
you.

COWMM SSI ONER RUPP:  No questi ons.

JUDGE DI PPELL: Are there any additional
Cross-exam nati on questions based on the Chairman's

questions fromthe Conpany?
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MR. COOPER: Just one. | shouldn't prom se
t hat .
FURTHER CROSS- EXAM NATI ON BY MR, COOPER
Q Ms. Dietrich, you were asked about whet her
there woul d be an acquisition premumfor the Joint

Bi dders to acquire the Osage Water Conpany facilities,

correct?
A Correct.
Q And | think your answer was that it's really,

to use a phrase that's probably overly used, but it's
kind of apples and oranges, isn't it, because they're
not a regulated entity so the significance of net
ori gi nal cost versus sone other nunber that m ght be in
rate base is just -- it's not really applicable to the
Joint Bidders' situation; is that correct?

A. That's correct. | was understanding the
guestion nore fromthe standpoint of under the rule
woul d they be requesting acquisition incentive.

Q But in the end it's your understanding, isn't
it, that the purchase price would be the same, correct?

A Correct.

Q And ultimately if they borrow the dollars for
t hat purchase price, they're going to have to coll ect
enough fromtheir ratepayers to pay that back, correct?

A They neaning the Joint Bidders?
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Q They being the Joint Bidders.

A. | woul d assune so, Yyes.

Q So whether you call it an acquisition prem um
or not, they're going to have to reinburse soneone for
t he noney they borrowed to nake that purchase at
$800, 000, correct?

A Correct.

MR. COOPER:. That's all the questions | have.
JUDGE DI PPELL: Is there any further
cross-exam nation from Cedar 3 en?
MR. COWLEY: Yes, just a few
FURTHER CROSS- EXAM NATI ON BY MR, COMLEY:

Q Ms. Dietrich, would you agree with ne that
rates structured by a public water supply district or a
rural sewer district, they are governed by statute, do
you know?

A Not that | know of.

Q So there's no statutory restriction on how
t hose districts can nake their rates?

Not that |I'm aware of.
So they can charge anything they want?

Wll, I don't know.

> O >

Q You don't know. Ckay. Wuld you agree with
nme that they are subject to governnental accounting

principl es?
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A | don't know.

Q Wul d you agree with ne that they're subject
to state audit?

A. | woul d assune so, Yyes.

Q Wul d you agree with nme that they woul d be
entitled to use tax exenpt securities?

A | don't know.

MR. COMLEY: That's all | have.

JUDGE DI PPELL: Is there any further
cross-exam nation fromthe Joint Bidders?

MR, ELLSWORTH:  Yes, Your Honor, briefly.
FURTHER CROSS- EXAM NATI ON BY MR, ELLSWORTH

Q Ms. Dietrich, you stated earlier that not al
the relevant factors were before this Conmi ssion with
respect to rates?

A That's correct.

Q What ot her information would be necessary in
this application or this hearing to determ ne that?

A When the Conmi ssion sets rates, it |ooks at
what's called all relevant factors, all the costs, all
t he expenses, all the revenues, revenue requirenent,
rate base. So there's several factors that go into it,
not just this is what it costs to purchase the entity.

Q Let's talk about what information is before

t he Comm ssion today. | nean, you agree that the
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proj ections provided by the applicant show revenue of a
little over a mllion dollars, right, and after |ike
year two |like that was?

JUDGE DI PPELL: Let's not get into specific
nunbers, not that that was very specific.

M5. PAYNE: | mght also object for outside
t he scope of the Conm ssioners' questions.

JUDGE DI PPELL: I'mgoing to overrul e your
objection. | think he's still in his |line of questions
about what the Conm ssion shoul d consi der.

M5. PAYNE: Okay. | nean, we didn't get into
specifics on purchase price.

MR, ELLSWORTH: May | rephrase the question?

JUDGE DI PPELL: Yes.

BY MR ELLSWORTH:
Q Ms. Dietrich, the applicant did -- before the

Commi ssion did state anount of anticipated revenue in

year two?
A. | know there were bal ance sheets and things
i ke that associated with that. | didn't dig into all

of that. M. Bolin may be able to answer those
guesti ons.

Q So that's Ms. Bolin. Wre you present earlier
for the testinmny of M. Cox?

A. | was.
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Q And did you hear his testinony as to what he
calcul ated the anticipated rates that woul d be charged
to the end users at the OCsage Water Conpany assets?

MR. COOPER: | object to the formof the
guestion, because | don't think that's what happened
with M. Cox. | think M. Cox perfornmed a mathemati cal
exerci se based upon sone nunbers, but | don't think he
i ndi cated that those were rates.

And in fact, | think he further testified that
there were all sorts of other things that woul d i npact
revenue requirenent.

JUDGE DI PPELL: 1'mgoing to sustain that
obj ection and ask you to rephrase.

BY MR ELLSWORTH:

Q Ms. Dietrich, you were present earlier when
M. Cox did his mathematical cal cul ati on on what the
potential projected rates would be for the Osage Water
Conpany custoners?

A Yes.

Q And if you conpare that nunber to what the
Joi nt Bidders have stated in their testinony as to what
their rates would be, would you agree that that is
significantly higher?

A. | woul d agree that the hypothetical nunber is

significantly higher than what was put in the testinony.
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Q And what is the total anmount of acquisition

i ncentive that the applicant is seeking?

A. | believe that m ght be confidential.
JUDGE DI PPELL: | think that is --
MR, ELLSWORTH: That's probably confidential.
JUDGE DI PPELL: -- beyond the scope of the

Comm ssioner's question and also in the testinony so
Comm ssioners can refer to that.
BY MR ELLSWORTH
Q Ms. Dietrich, do you do any calculations with
respect to the costs of the financing or would | direct
those to Ms. Bolin as well?
A | did not. |I'mnot sure that Ms. Bolin did
either in the context of this case.
MR, ELLSWORTH: Ckay. No further questions.
|"'msorry. | do have one nore. | apol ogi ze.
JUDCGE DI PPELL: Go ahead.
BY MR ELLSWORTH:
Q We continually say that the Joint Bidders are
not regulated, but the truth is they're just not
regul ated by the PSC, is that right?
A. Correct, not Conmm ssion regul at ed.
Q Not Commi ssion regul ations, but they're stil
regul ated by the M ssouri DNR and they're subject to

M ssouri statutes, correct?
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A Correct.

MR, ELLSWORTH: No further questions.

JUDGE DI PPELL: Is there any further
Cross-exam nati on based on the Conmm ssion questions from
Publ i ¢ Counsel ?

MR. HALL: No further questions at this tine.

JUDGE DI PPELL: Is there redirect from Staff?

M5. PAYNE: Yes, thank you.

REDI RECT EXAM NATI ON BY MsS. PAYNE:

Q Ms. Dietrich, M. Cooper was asking you sone
guesti ons about the purchase price of the systens. Wen
Staff is recommending rate base in a rate case, does it
normal |y recommend nore than the net book val ue for
inclusion in rates?

A Not generally.

Q Do you know what the net book val ue of the

systenms has been calculated at this tine?

A. It'"s in our Staff reconmmendati on. | believe
it was --
Q | f you don't have the specific nunber in front

of you, that's okay.

A. | would have to dig through to find it.

Q Ckay. And Chairman Silvey was asking you sone
guestions about the rate inpact. You nentioned we

consider all relevant factors; is that correct?
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A. The Conm ssi on does, yes.

Q And do we have all relevant factors before us

A We do not.

Q Ckay. And M. Hall was asking you sone
guestions about the Ofice of the Public Counsel's DR
23. Was Staff's recomendati on based on a statenent
fromthe Conpany that the acquisition would not occur
wi t hout the acquisition incentive?

A. Coul d you rephrase that?

Q What did Staff base its recommendati on
regarding the acquisition incentive inits
reconmendat i on?

A. On all the various criterias that we had
di scussed earlier in the rule subsection 4. There's
various things that the application has to denonstrate.

Q Did Staff base a recommendati on on the
Conpany's statenent that the acquisition would not have

occurred without the acquisition incentive?

A. Staff did not nake a determ nation on its own.

Whet her the acquisition would have occurred or not,
Staff accepted M. Cox's statenent.

Q Ckay. So when OPC asked for a position, did
Staff have a statenment of its own regardi ng whet her or

not the acquisition incentive affected the decision to
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pur chase?

A. |"msorry. Could you repeat that?

Q Yeah, that was incredibly conplicated. D d
Staff have an i ndependent position statenent as far as
whet her or not the acquisition would occur regardl ess of
the acquisition incentive?

A No. Staff did not and does not have a
position on that.

Q Thank you. Al right. M. Elswrth was
aski ng you sonme questions about what exactly happens in
an acqui sition case regardi ng proposed inprovenents.
Does Staff nake any prudency reviews when it's
consi dering an acqui sition case?

A. No, that's not part of an acquisition case.

That woul d be part of a subsequent case, for instance, a

rate case.

Q Ckay. And for sone clarification, there was
sone questions about the request for an acquisition
i ncentive specifically fromM. Ellsworth under 10.085.
To be clear, the Csage Utility Operating Conpany has
submtted a request for an acquisition incentive?

A. That's correct. The way the rule is
structured the request would be nade in the acquisition
application and then the Comm ssion would either

consi der that, maybe authorize is the right word, and
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then in the rate case would actually | ook at the details
and determ ne the anount and whether it should go
forward or not.

Q So the Comm ssion is not setting a dollar
amount in this case?

A. No, it's not.

Q Ckay. Thank you. M. Ellsworth al so asked
you some questions about the standard not detrinmental to
the public interest. |Is that a balancing test?

A. | would consider it a balancing test bal ancing
the application or the detrinents to the benefits of the
acquisition and in this case -- not in this case but in
the not detrinental standard the standard woul d be that
there would be no greater harmto the custoners or to
t he ratepayers by the acquisition than, say, for
i nstance, status quo.

Q Ckay. So benefits outwei gh negatives?

A No.

Q Ckay. Thank you. Are there any other
applications to acquire the Osage Water Conpany assets
before the Comm ssion right now?

A No.

Q And goi ng back to sone of your questions from
M. Com ey, does Staff consider different criteriain a

request for a new certificate as opposed to an
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acqui sition of an existing certificate?

A Yes.
Q And coul d you el aborate on what those are?
A. That was the discussion | was having with

M. Hall with reference to the Staff recomendati on
where we tal k about the Tartan criteria versus the TMF
criteria and al so whether there is another entity in the
area capabl e of providing service.

Q And did we consider that in regards to the
Osage Wat er Conpany?

A VWi ch one?

Q Did we consider other entities?

A Not related to Osage Water Conpany, no.

Q Okay. Continuing on, is there a requirenent
by law for Staff to check into alternative offers when

it's considering a request for an acquisition?

A. Not that |'m aware of, no.

Q s it staff's standard policy to do sonet hi ng
li ke that?

A No.

Q Dd Staff do a review of the proposed
i nprovenents that were suggested by QUOC when it was
consi deri ng whether or not the application was
detrinmental to the public interest?

A. | guess it depends on what you nean by a
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review. Staff reviewed the application. Staff went out
and | ooked at the systens. But as far as neking a
determ nation as to whether they were appropriate or
not, no.

Q And does Staff normally consider in an
acqui sition case whet her proposed i nprovenents are

appropriate or not?

A No.

Q Wuld it do that in a rate case?

A Yes.
M5. PAYNE: No further questions. Thank you.
JUDGE DI PPELL: Thank you. | believe that

concl udes your testinony then, Ms. Dietrich. You may
step down.

THE WTNESS: Thank you.

(Wtness excused.)

JUDGE DI PPELL: Staff like to call its next
W t ness?

M5. PAYNE: | apologize. Staff would call its
wi t ness David Roos to the stand.

(Wtness sworn.)

M5. PAYNE: Good afternoon.
DAVI D ROCS, being sworn, testified as foll ows:
DI RECT EXAM NATI ON BY Ms. PAYNE:

Q Coul d you pl ease state and spell your nane for
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the court reporter?

A Davi d Roos, R-o0-o0-s.

Q And did you prepare or cause to be prepared
testinmony in this proceeding that has been marked as
Exhi bit 104?

A | did.

Q And do you have any changes or corrections to
nmake to that testinony at this tinme?

A | do not.

Q And if | were to ask you the sanme questions
contained in that testinmony now, would your answers be
t he sanme?

A Yes.

M5. PAYNE: Al right. Then | would offer
Staff's Exhibit 104.

JUDGE DI PPELL: Would there be any objection
to Exhibit 104? Seeing none, | will enter that into
evi dence.

(STAFF'S EXHI BIT NO 104 WAS RECEI VED | NTO
EVI DENCE AND MADE A PART OF THI S RECORD.)

BY Ms. PAYNE

Q Just for clarification purposes, did you al so
sponsor portions of Staff's recommendati on which was
attached to the direct testinony of Natelle D etrich

that's been narked as Exhibit 100 in this case?
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A | did.

Q Thank you. Do you have any changes or
corrections to make to any of that?

A | do not.

M5. PAYNE: Thank you. Then | woul d tender
this witness for cross.

JUDGE DI PPELL: Is there any cross-exam nation
by QUOC?

MR. COOPER: Yes, Your Honor.
CROSS- EXAM NATI ON BY MR, COOPER:

Q M. Roos, if you know, | think it was
mentioned -- well, let me ask this. | think it was
mentioned in an earlier question that Lake Ozark Water
and Sewer is the current operator of the Osage Water

Conpany facilities; is that correct, to your know edge?

A | don't know.
Q You don't know?
A. No.

MR. COOPER: That's all the questions | have.
JUDGE DI PPELL: Anything from Cedar d en?
MR, COMLEY: Yes.
CRCOSS- EXAM NATI ON BY MR COMLEY:
Q M. Roos, | think it was Ms. D etrich that
confirnmed that as part of your duties in connection with

rate and acquisition cases that you will perform system
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i nspections in connection with those cases?

A Yes. | inspected the conditions of both the
wat er systens and the sewer systens.

Q So you would be the Staff nenber who went out
and inspected the Cedar den's systens?

A That's correct.

Q In your surrebuttal you had nentioned
M. Thomas' proposal to add a noving bed bio reactor to
the Cedar den sewer system |Is that a correct
interpretation of your testinony?

A Yes, it is.

Q Are you famliar with this device?

A Yes, | am

Q It has sone di sadvantages; isn't that correct?

A. It could have sone di sadvant ages.

Q Wul d one of them be that you have to have a
nore highly trai ned operator?

A. | think that depends on how autonated the
systemi s.

Q Isn't it also true that there has to be a

regul ar taking of sanples and analyze themin a | ab by
hand to ensure that the bacteria is alive and heal t hy?
A. | think that's possi bl e.
Q And there is the cost; is that correct? It's

not i nexpensive?
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A | don't know what the cost of the MBBR is.

Q Al right. You have not costed one in your
experi ence?

A | have not.

Q There's an expense for additional power, isn't
there? It has to be energized?

A Addi tional power in addition to what's al ready

out there, yes.

Q Right, right. | think M. Cooper may be
tal ki ng about page 7 of the Staff's revised
recomendation. |If you can find that in your file.

A Ckay.

Q The second -- the first full paragraph up
there, the second sentence says based upon a letter to
DNR dated June 8, 2018, fromthe contract operator for
the system Lake of the Ozarks Water and Sewer, the
current treatnment plant will neet the ammonia limts and
no new construction will be needed. Wre you
responsible for this part of the nenorandunf

A Yes.

Q And were you -- Did you receive that letter?
Is that part of what you did in connection with
preparing the nmeno?

A. | received that letter as part of a Sunshine

request from DNR
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Q Ckay. Al right. There's another statenent
there. A DNR sewer inspection report notes no
unsati sfactory conditions. |s that sonething that you
added to the nmenorandum yoursel f?

A. | think you're referring to DNR conducted an
i nspection of the Cedar den water systenf

Q | think it says there, yes.

A At that tinme Cedar Gen was found to be in
conpliance with the safe drinking water |aw

Q Okay. And what about the sewer inspection?
That's what | was referring to on page 7. There's a
statenent there that a DNR sewer inspection report notes

A |"msorry. |'ve got the old report. That
woul d be on page 8 of the old report.

Q Al right. Al right.

A. Coul d you repeat the question, please?

Q Wll, | just wanted to confirm what your
finding was that a DNR sewer inspection report noted no
unsati sfactory conditions?

A That's true.

Q Regarding -- |'m going back to the MBBR and
have highlighted in the revised recommendati on the
bottom of the page there on page 7, Staff notes that the
MBBR t hat QUOC proposes for additional treatnent woul d
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primarily be used for additional ammonia renoval. This
proposal is inconsistent wth statenents nmade by the
current operators of the system |Is that a correct
readi ng of your neno?

A That is correct.

Q Finally, Staff understands that OUOC s
proposal is prelimnary but further details and
justification will be necessary if the Conpany seeks
i ncl usion of the MBBR upgrade in rates during its next
rate case. Wuld that be correct still?

A That's correct.

Q Had t he Conpany given you any i ndication that
it's anything but prelimnary at this stage?

A. |"msorry. Could you repeat?

Q Has the Conpany -- Has OQUOC given you any
i ndication that the proposal is anything but prelimnary
at this stage?

A. They have not.

MR. COMLEY: That's all. Thank you.
JUDGE DI PPELL: Is there anything fromthe
Joi nt Bi dders?
MR, ELLSWORTH:  Briefly.
CROSS- EXAM NATI ON BY MR ELLSWORTH:
Q M. Roos, in your surrebuttal testinony filed

in this case it appears you al so spoke with LOA5 or
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Lake of the Ozarks Water and Sewer, with respect to
Cedar d en?

A. | did not speak wth LONS.
Q In your statenent -- O in your testinony, |I'm
sorry, it says this proposal -- I'msorry. Look at page

4, that first paragraph lines 1 to 10. You note that
t he applicant has proposed an MBBR and you said this
proposal is inconsistent with statenments nade by the
current operators of the system Lake of the QOzarks
Water and Sewer, in a July 8, 2018 |letter that the
system neets effluent limtations. So it is a letter
t hat communicated this to you?

A That's right. That's the sanme letter that |
received in a DNR Sunshi ne request.

Q Was that letter fromDNR to LOAS?

A That letter was a letter from Lake of the

Ozarks to DNR

Q Ckay. Do you have any reason to disagree with

the statenent nade by LOAS to DNR regarding that the
systens there neet effluent limtations wthout further
upgr ades?

A | do.

Q Ckay. What's that?

A. The sanme type of letter was submitted to DNR

for other sewer systens at Osage and those systens have
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now shown to be exceeding permt limts.

Q When you say "Osage,” could you -- |I've heard
that a couple tinmes now \hat's Osage?

A The current systens, the Gsage.

Q Osage Water Conpany?

A Osage Wat er Conpany.

Q So are you referring -- So you have to be
referring to the Chel sea Rose, the Eagle Wods or
Cimarron Bay; is that right?

A |"mreferring to the Cedar A en, the C marron
Bay and the Eagl e Wods.

Q Have you done any testing of the effluent from
t hese systens, independent testing?

A | have not.

MR, ELLSWORTH: No further questions.

JUDGE DI PPELL: Is there anything from Public
Counsel ?

MR HALL: Just -- Good afternoon, M. Roos.

THE W TNESS: Good afternoon.
CROSS- EXAM NATI ON BY MR HALL:

Q Just to clarify, are you a professiona
engi neer ?

A No, | am not.

MR, HALL: Thank you. No further questions.
JUDGE DI PPELL: Are there any questions from
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t he Comm ssi on?
CHAI RMAN SI LVEY: Thank you.
QUESTI ONS BY CHAI RVAN SI LVEY:
Q Thank you, M. Roos. M. Dietrich nentioned
the differential between the cost of the proposed

I nprovenents of the Conpany versus the Joint Bidders

being fairly substantial. Wuld you agree with that?
A Yes, | woul d.
Q Wul d the interconnections and proposed

i nprovenents to the system by the Joint Bidders be
sufficient to provide safe and adequate service?

A | don't know.

Q Did Staff | ook at that?

A. | | ooked at what was in testinony. | did not

do a thorough review of their proposal.

Q Did you do a thorough review of the other
pr oposal ?
A. | did not.

Q So you woul dn't be able to say whether either
proposal woul d be adequate to provide safe and adequate
service?

A. | think at present they're prelimnary
proposals and there's several steps that need to be
taken with DNR, and | think only after those steps are

taken could I know if things are safe and adequate.
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Q So if the Comm ssion is |ooking at two
di fferent proposals, would Staff be able to tell us at
this point even prelimnarily which one is better than
the other or if one solves the problem and the other
doesn't or is Staff not able to give us that
i nformation?

A | think the proposal provided by the applicant
is a conplete prelimnary proposal with cost estinate.
| don't think what's been proposed other than that is a
conpl ete proposal or a conplete cost estinmate.

COW SSI ONER RUPP:  He didn't answer your

guesti on.

CHAI RVAN SILVEY: | agree with the
Commi ssioner here. | don't think you answered ny
guesti on.

BY CHAI RVAN SI LVEY:

Q So you haven't really analyzed either
pr oposal ?
A. | did ook -- | did anal yze the proposals.

did | ook at the proposals.

Q But neither proposal is fleshed out enough for
you to tell us whether it would result in safe and
adequat e service?

A. | think that the applicant has provided a

proposal that is a good road map for safe and adequate
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service. | think there's going to be sonme changes al ong
t he way.

CHAI RVAN SILVEY: | don't think |I have any
further questions at this tine. | feel like |I didn't
really get the answer, but I'Il let other Conm ssioners

ask questions if they have them

JUDGE DI PPELL: If something conmes up, let ne
know.

COW SSI ONER RUPP: | have a questi on.
QUESTI ONS BY COWM SSI ONER RUPP:

Q To follow up on Chairman Silvey's questions,
so fromwhat | heard you say and tell ne if |I'mstating
this correctly, I don't want to put words in your nouth,
is that you believe the application put forth by the
Conpany seeking the approval is a road map of which
woul d result in safe and adequate service?

A That is correct.

Q Ckay. The joint applicants in their proposed
upgrades, can you neke that -- can you speak to that?

A. | don't feel as confident about their proposal
that | do with the applicant's proposal.

COW SSI ONER RUPP:  Thank you.
QUESTI ONS BY JUDGE DI PPELL:
Q The Staff has recomrended several conditions

be put on the certificate, and one of those is to
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resolve -- is No. 13 in the original, | don't think it
changed, resolve all issues regardi ng nonconpliance with
M ssouri Departnent of Natural Resources regulations for
all water and sewer systens. Do you know what issues

wi th nonconpliance there are? |s that what has been
listed in Staff's report? |Is that what that's referring
to?

A. That is referring to part of what's in Staff's
report.

JUDGE DI PPELL: Okay. All right. Are there
any further cross-exanm nation questions based on
guestions fromthe bench from QUOC?

MR. COOPER: No, Your Honor.

JUDGE DI PPELL: Cedar d en?

MR. COMLEY: Thank you, Judge.

FURTHER CROSS- EXAM NATI ON BY MR, COMLEY:

Q Wth respect to questions from Conm ssioner --
from Chairman Silvey, would it be your testinony, M.
Roos, that you don't know whether the cost estinmates for
i nprovenents to the Osage Water Conpany assets set out
in the testinony of QUOC are too high?

A That's correct.

Q And conversely you woul dn't know whet her or
not the estimate for | think the Cedar G en Sewer

Conpany i nprovenents provided by M. Stone in his
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testinmony, his prefiled testinony, are too little?

A. | think it's inconplete, because | don't know
what the cost of running the pipeline and connecting the
system woul d be.

Q You' re tal king about the interconnection
bet ween the water systens, correct?

A That's correct.

Q Al right. Wth respect to the -- and perhaps
you don't know the testinony, but | think his testinony
was about the inprovenents or needed inprovenents to the
Cedar den sewer system Let's just deal with that.

You woul d not know based upon your review whet her any
proposal made by the Joint Bidders for inprovenents to
the Cedar den sewer systemare too | ow?

A | don't know.

MR. COWLEY: That's all | have.
JUDGE DI PPELL: Anything fromthe Joint
Bi dders based on the Comm ssion questions?
MR ELLSWORTH:  No.
JUDGE DI PPELL: Anything from Public Counsel ?
MR HALL: Briefly.
FURTHER CROSS- EXAM NATI ON BY MR, HALL:

Q M . Roos, the Chairman asked you about

det erm ni ng whi ch option could provide safe and adequat e

service. Did Staff send a request to the Joint Bidders
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or Cedar Aen to determne if their option could provide
saf e and adequate service?

A No.

MR, HALL: No further questions.
JUDCE DI PPELL: Is there redirect fromStaff?
M5. PAYNE: Yes. Thank you, Your Honor.

REDI RECT EXAM NATI ON BY MS. PAYNE:

Q M. Roos, M. Com ey was asking you sone
guestions regardi ng the proposed i nprovenents. Do you
bel i eve the proposed i nprovenents of the Osage Utility
Oper ati ng Conpany are reasonabl e?

A Yes, | do.

Q Can we state with certainty about any proposed
i nprovenents at this stage in the proceedi ng regarding
t he OGsage Water Conpany?

A No, we can't.

Q The judge was aski ng you about what you
consi der sone of the necessary inprovenents m ght be at
the Osage Water Conpany systens. Did you | ook -- review
the systens for concerns regarding repairs, any health
concerns, anything along those |ines?

A Yes, | did.

Q Did you notice concerns?

A. | did have concerns. | saw sone bypassi ng and

at the Chel sea Rose subdivision sanitary sewer there
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were visible signs of activated sludge on the ground.

Q kay. And then Comm ssioner Rupp was asking
you about sone questions about the Joint Bidders and
sone of the testinony that they have given in this
proceeding. Did they submt an application before the
Conmm ssi on?

A They did not.

Q Did Staff have tinme to review their testinony

as it did the application of the Gsage Uility Qperating

Conpany?
A. No.
Q So did we apply the sane type of review

procedure to their statenents as we were able to for the
Csage Uility Operating Conmpany's application?

A | did not.

Q Ckay. And then Chairman Silvey was asking you
sone questions about bal ancing the conpeting statenents
t hat have been made in this case. Wen we review a
case, are we charged with determ ning what is the best
proposal for a systenf

A No.

Q If two conpeting applications were put before
Staff, could we say that both of them were not
detrinmental to the public interest?

A It mght be possible. 1 don't know.
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Q Have we had such a situation?
A. Not that |I'm aware of.
Q Does Staff generally review potential costs in

an acqui sition case?

A Yes.

Q Does Staff review -- determne costs in a rate
case?

A We use actual costs in a rate case.

Q Because they're determ ned at that tinme?

A That's correct.

Q Ckay. You were asked several questions
regardi ng the noving bed bio reactor plant that's being
proposed. What's your understandi ng of why that m ght
be preferential as opposed to a sand filter treatnent
pl ant ?

A The existing recirculating land filter was
constructed about 15 or 20 years ago and wasn't designed
to neet the effluent standard or the discharge limts
that are now in place. And that particul ar technol ogy,
it's sort of hit or mss whether they're going to neet
t hose standards. Adding the MBBR would ensure that the
systemwoul d neet permt limts.

Q So is an MBBR, as well|l as other inprovenents,
is this consistent with what Staff has seen from ot her

regul ated water and sewer treatnent systens?

TI GER COURT REPORTI NG LLC 258

WAV Tl GERCR. COM 573. 999. 2662




© 00 N oo o0 A~ W DN PP

N NN N NN P B P P P P PP P
o M W N P O © 00 N O O » W N P O

WA- 2019- 0185 Vol 2

A It is.

Q Ckay. And then all the way back to the
begi nning, M. Com ey had asked you sone questions about
what Staff investigated. D d you get an opportunity to
i ndependently verify the letters that we received from

t he Sunshi ne request of DNR?

A | did not.
Q Is it commonpl ace for Staff to do so?
A No.

Q You were al so asked about the MBBR system
potentially having di sadvantages. Do you recogni ze
di sadvantages in other types of systens?
A Yes.
Q s it safe to say that there could be
di sadvantages to any type of treatnent systenf
A. There coul d be di sadvantages in running the
current systemas it is, because it may not be
continually neeting discharge limts.
M5. PAYNE: Thank you. | have no further
guesti ons.
JUDGE DI PPELL: Thank you. | believe that
concl udes your testinony, M. Roos. You may step down.
(Wtness excused.)
JUDGE DI PPELL: After he gets hinself gathered

up, you can call your next witness, Staff. G ven that
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it's 4:30, we still have at |east half our w tnesses,
"' mnot seeing us wapping up today. |I'mjust going to
call that one now. Let's go ahead with Staff's next
W t ness.
M5. PAYNE: Al right. Staff would call its
Wi tness KimBolin to the stand.
(Wtness sworn.)
JUDGE DI PPELL: Go ahead.
KI MBERLY BOLI N, being sworn, testified as foll ows:
DI RECT EXAM NATI ON BY Ms. PAYNE:

Q Wul d you pl ease state and spell your nane for
the court reporter?

A My nanme is Kinberly Bolin, and Bolin is
spelled B-o-1-i-n.

Q Thank you, Ms. Bolin. By whomare you
enpl oyed and in what capacity?

A. | "' m enpl oyed by the M ssouri Public Service
Comm ssioner as a utility regulatory auditor.

Q And did you prepare surrebuttal testinony
that's been marked as Exhibit 102 in this matter, as
wel | as sponsored portions of Staff's recommendati on
that's been attached to the direct testinony and
suppl enmental testinony of Natelle Dietrich marked as
Exhibits 100 and 105 in this matter?

A Yes, | did.
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Q Do you have any changes or corrections to nmake

to any of that testinony at this tine?

A. No, | do not.

Q If | were to ask you the sanme questions that
are contained in that testinony today, would your
answers be the sane?

A. Yes, they woul d.

M5. PAYNE: Al right. Then at this tinme |

will offer Exhibit 102, the surrebuttal testinony of Kim

Bol i n.

JUDGE DI PPELL: Is there any objection to
Exhibit 102? Hearing none, | wll admt that into
evi dence.

(STAFF' S EXH BI T 102 WAS RECEI VED | NTO
EVI DENCE AND MADE A PART OF THI S RECORD.)

M5. PAYNE: And | will tender this witness for
Cross.

JUDGE DI PPELL: |Is there cross-exam nation by

MR. COOPER:  Yes, Your Honor.
CRCSS- EXAM NATI ON BY MR, COOPER:
Q Ms. Bolin, would you agree that the rate case
or the rate base figures or net original cost figures
that Staff conputes during the course of an acquisition

case are essentially estimates at that point in tinme?
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A. Yes, they are.

Q And so ultimately if you get to a rate cas
that's where the Staff does its analysis and takes a
final position in ternms of ratemaking as to what tho
nunbers should be, correct?

A. That is correct.

€,

se

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

JUDGE DI PPELL: Are there any questions from
Cedar d en?

MR. COMLEY: Thank you, no.

JUDGE DI PPELL: Anything fromthe Joint
Bi dders?

MR, ELLSWORTH:. Yes.
CROSS- EXAM NATI ON BY MR, ELLSWORTH:

Q Ms. Bolin, were you present for M. Cox's
testinony earlier?

A Yes, | was.

Q And did you hear his testinony with respect to
the estimates of rates?

A | heard himcal cul ate sone nunbers.

Q Did you hear the ultimte nunber he cal cul at ed
as the estimate for water and sewer rates within the
Osage Water Conpany systens?

A. | don't know if those were exactly rates, but
| heard the estimates he cal cul at ed.
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Q Correct. | nean, | agree that they're
estimaites as well. W can all agree to that. Have you
reviewed the estimtes of the Joint Bidders with respect
to the rates they would charge -- they anticipated they
woul d charge for the Osage Water Conpany in this case?

A. No, | have not.

Q So you woul dn't have an opinion as to whet her
there would be a significant harmto the ratepayer if
t he application was approved?

A. | have not reviewed the details behind Gsage
Utility Operating Conpany's rates and | have not
reviewed the details behind the Joint Bidders' rates.

Q Wthout getting into any confidenti al

guestions, have you revi ewed what was Exhibit JC-J3; are

you famliar with that?

A. | have | ooked at it briefly, but | did not get
into the details. Usually when we as auditors with the
Public Service Comm ssion determne rates we | ook at --
we don't just take the Conpany's word on nunbers. W
| ook at invoices, we | ook at bids.

Q Ckay. Do you | ook --

A. We | ook at reasonabl eness.

Q Do you | ook at the reasonabl eness of
fi nanci ng?

A. We have a departnent that does that, yes.
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Q Do you conpare the potential financial terns
associ ated with the costs of making -- purchasing and
maki ng repairs?

A They |l ook at the different | oans and
fi nanci ng.

Q Ckay. But that's not sonething you do?

A | do not do that, no.

MR, ELLSWORTH: Al right. No further
guestions. Thank you.

JUDGE DI PPELL: Thank you. |Is there
cross-exam nation from Public Counsel ?

MR, HALL: Yes. Good afternoon, M. Bolin.

THE WTNESS: Good afternoon.
CROSS- EXAM NATI ON BY MR, HALL

Q Were you in the roomwhen | was questi oning
Ms. Dietrich?

A Yes, | was.

Q Since | was asking her about your testinony,
guess it's only fair | ask you about your testinony.
Coul d you please turn to page 4 of your surrebuttal ?

A " mthere.

Q Just for the purpose of the record I'm | ooking
at lines 1 through 10 as to -- this was a Q@A witten as
to whether or not Central States Water Resources would

have purchased the Osage systens but for the probability
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of the acquisition incentive. AmI seeing that
correctly?

A. | was relating this to their purchasing of any
di stressed system

Q Ms. Dietrich had remarked that she did not
perceive this Q%A to present an endorsenent of the view
that Central States Water Resources woul dn't have bought
t he Csage Water system but for the acquisition
incentive. Do you recall her saying that?

A. Yes, | do.

Q Do you agree with that assessnent?

A. | agree with it. | amquoting his testinony.

Q And so you would not characterize your
testi nony as supporting the conclusion that the
acqui sition would not occur but for incentive?

A. | amsinply stating that is what he said using
a reasoni ng behind the thought of they're not going to
purchase -- sonebody -- just because soneone purchases a
troubled or failing systemin the past does not nean
that they have to in the future without the acquisition.

Q And in response to a question fromcounsel for
the Joint Bidders, you remarked that, correct nme if I'm
wrong, but you said sonething to the effect we don't
just take the Conpany's word on nunbers?

A. That is correct. We |look at invoices, we | ook
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at bids, we | ook at reasonabl eness to cost.
Q Just like in that sane thought of trust and
verify, we shouldn't just take the Conpany's word on
this issue then?
A. | think that's the only thing we have right
now t o use.
MR, HALL: Thank you. No further questions.
JUDGE DI PPELL: Any questions fromthe

Conmi ssion? M. Chairman?
CHAI RMAN SI LVEY: Thank you.

QUESTI ONS BY CHAI RVAN SI LVEY:

Q W'l stay on that page actually of your
surrebuttal testinony. |'mcurious right after that
exchange starting on line 11 the question kind of goes
off in one direction and then finishes with a conpletely
different question. 1'd like to look at line 11. It
says on page 13 of OPC Wtness Roth's rebuttal she
states, quote, the fact that there were nultiple bidders
for the systemw lling to purchase the systemat a | ower
price is a clear indication that the sale would have
occurred without the probability of obtaining an
acqui sition adjustnment, end quote. Then it asks a
guesti on about how | ong they've been under the gui dance
of receiver, which has nothing to do with the first part

of that question. So I'minterested in the first part
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of that question. Wat is your take on that statenent?
Do you agree with that statenent or do you disagree with
t hat statenent?

A. | think because we're strictly looking at this
acqui sition by OGsage Uility Operating Conpany and their
statenent that the |ikelihood of them purchasing the
systemw thout an incentive is what |'mtrying to get at
there. W weren't |ooking at the fact that there were
mul ti pl e bidders.

Q You're aware of the fact there were nmultiple
bi dder s?

A. There were multiple bidders, yes.

Q So in your opinion does the fact that there
were nultiple bidders show that the incentive is
necessary or not necessary?

A. Wll, it's interesting. The nmultiple bidders
all bid over net book value. For sonme reason the system
they were going to buy it above net book val ue, the
ot her bi dders.

Q Ckay. So you say we don't take the Conpany's
word for it, but all we have is the Conpany's word --

A. On this that is correct.

Q -- in light of additional facts?

A Correct. | don't know that those -- that that

-- the multiple bidders affects this acquisition.
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Q But they were nultiple bidders on this
acqui sition?

A. To buy the system but we were strictly | ooking
at Osage Utility Operating Conpany buying the system

Q So we don't -- we just ignore the rest of
that. W just ignore that there were ot her people
bidding for it as well?

A. | don't know that that would inpact OCsage
Utility Operating Conpany's willingness to buy the
system They have said they woul d have to reeval uate
this purchase if they do not get the incentive.

Q Ckay. You also nentioned that the Joint
Bi dders aren't regulated and woul d not be required to
consi der net book val ue when setting rates; is that
correct?

A That is correct.

Q Wiy does that matter?

A. They may be able to, in determning their own
rates may be able to use the purchase price, the
800, 000. So basically they would be getting an

acquisition incentive.

Q | s that what statute allows?
A. | don't know exactly how they determined their
r at es. |'ve never determ ned rates for a non-Conm ssi on

regul ated system
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Q So you don't know that that is the case; you
just don't know that it's not the case?

A That is correct.

Q Do you think it would be better or worse for
custonmers to have the Joint Bidders acquire the systen?

A "mnot sure. | did not evaluate their case.

CHAI RVAN SI LVEY: Quick question for you,
Judge. If | were to ask about that, does that need to
be --

JUDGE DI PPELL: Well, let me just -- Is the
esti mated annual increase to the revenue requirenent, is
that a confidential nunber?

MR, COOPER: | think, yes, it would be, if
you' re tal king about the difference between the year
one, year two nunbers that we | ooked at previously in
t hat confidential schedul e.

JUDGE DI PPELL: | think that's a nunber in
Staff's recomendation. |s that where that nunber cane
fronf

MR. JOHNSON: In the revised neno.

JUDGE DI PPELL: Do you want to go in canera to
ask about that nunber specifically?

CHAI RMAN SILVEY: Yeah, if we coul d.

JUDGE DI PPELL: Let's go off the record for

just a second and let ne |look this up and nake sure.
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MR HALL: We were just going to posit we
don't believe it is. |If you're to go off the record t

determ ne t hat.

o

JUDGE DI PPELL: Let ne go off the record just

to see if this is, in fact, a confidential nunber.

(Of the record.)

JUDGE DI PPELL: Let's go ahead and go back o
the record. Yeah, | found that nunmber is not highly
confidential and it is in Staff's recommendati on as
such.

MR. COOPER: A revenue requirenent nunber?

didn't renmenber any revenue requirenment nunbers.

JUDGE DI PPELL: |1'm | ooki ng on page 24 of 26
of the red lined version of Staff's.

MR. COOPER: | don't have the red |ined
version. |'ve got the revised.

JUDGE DI PPELL: It's in the section called
Request for Acquisition |Incentives.

M5. PAYNE: If | can clarify, it mght help.
The nunber that is red lined is confidential. The
nunber that is after it we do not -- the actual -- the
revenue requirenment that's listed is not.

JUDGE DI PPELL: The sentence |I'm | ooking at
says the estimated annual increase to revenue

requi rement associated with the acquisition premumis

n

it
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approximately and has a nunber but it's not designated
as confidenti al .

M5. PAYNE: Right. That was not consi dered
hi ghly confidential. | nean, | defer to the Conpany as
to what discussed or not.

MR. COOPER: That's not -- | don't viewthat
as a total revenue requirenent nunber, right?

JUDCGE DI PPELL: Right.

MR. COOPER: It's a revenue requirenent
associ ated with Staff's proposed acquisition prem um
which is what was throwi ng ne off.

JUDGE DI PPELL: kay. | apol ogi ze,

M. Chairman, but we have determ ned you can go ahead
and ask your question.

CHAI RVAN SI LVEY: | can ask ny question.

MR, HALL: Actually, Your Honor, part of ny
neglect to bring this up earlier. While |ooking at page
24, the suggested acquisition prem um nunber is
confidential. | note that that -- So it was
confidential in the previous recommendati on because the
acquisition price for Reflections was confidential.
Since that nunber is cal cul ated based on the purchase
pri ce nunber of 465 put on page 23 and the rate base
val ue on page 22, | don't see why the Staff's

recomended acqui sition prem um nunber is confidential
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and actually | make a standing notion at this tine to
make it nonconfidential.

JUDGE DI PPELL: |'m seeing M. Cooper.

MR. COOPER: Yeah, we're okay with that.

JUDGE DI PPELL: Ckay. So that nunber is also
| ocated on page 24 of 26 of the red |Iined version of

Staff's suppl enental report, and other places where it

is located I will nmake as no | onger confidential because

it has since becone public.

Now, M. Chairman, you may ask your question
if you can renenber it.

CHAI RMAN SI LVEY: Okay. Luckily | have it
witten down.
BY CHAI RVAN SI LVEY:

Q Ckay. How did Staff calculate in its revised
meno in the request for acquisition incentive section
the estimated annual increase to the revenue requirenent
to be $17,516 for the acquisition incentive?

A. You want the nechanics of it or do you want
how we determ ned the 465 -- 465,000 is the price to
use?

Q So the 465 is then broken down. |s that why
we have 17,000 annual |l y?

A. What | do is | conpared the 465 to net book

val ue as of Decenber 31 and used a rate of return that
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was based on the Conpany's last -- not the Conpany but
CWR s affiliate Indian Hills last order rate of return
and determned that is the anount of revenue required,
plus | also did an anortization of 2.76 percent which is
roughly the conposite depreciation rate of that anopunt
annual | y.

Q Ckay. And the reason for using an in-house?

A It was the nost recent affiliate that had a

rate case in front of us and it was an ordered rate of

return.
Q Ckay.
A. W mght see that simlar -- I'"'mnot sure if

we woul d see the sanme rate of return in the next case
but that was a good estimte to use and these are
esti mated based on several factors that could change.

CHAI RVAN SI LVEY: Ckay. Thank you, Judge.
That was all my questions for now

JUDGE DI PPELL: Thank you. Conmi ssioner
Kenney, did you have questions?

COWM SSI ONER KENNEY:  No.

JUDGE DI PPELL: Comm ssi oner Rupp?

COW SSI ONER RUPP: | do have a question but |
kind of forgot it. | had a question before we did al
that other stuff. |I'mgoing to just start tal king and
see if it cones to ny head. |If you feel like you can
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answer sonething that | throw at you, please do.
QUESTI ONS BY COWM SSI ONER RUPP:

Q So getting back to the question of what the
Conpany was asking for, would they have purchased or put
in the application without the application prem um
Going back to their original bid before there was a
clear title and it was initially nmuch | ower?

A Before the clear title, no, it was not.

Q So there were initially when they started the
process was the sane anount that they're purchasing at
now?

A. From what |1've been able to tell, the nultiple
bi ds that were done, one was done January 14, 2015 and
they had a bid of 479, 000.

Q Correct. And that is nuch | ower --

A Lower than the 800,000, that is correct.

Q So is the question that -- So when the Conpany

made that bid, there was no rule for acquisition

prem unf
A. That is correct. That was in January of 2015.
Q So the question -- Is it better to frane the

guestion that the Conpany woul dn't make the purchase
wi t hout an acquisition premumor is it the Conpany
woul dn't pay the winning bid price without the

acqui sition prem um because they put in a bid it was
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much | ower before there was a thing. |s that what we
shoul d be | ooking at?

A |"mnot sure. [|'mnot sure behind the
Conpany's reasoni ng on why they went to 800, 000.

Q So if the Conpany has stated they woul d not
proceed wth the purchase w thout the acquisition
prem um we could then deduce that the reason they
wanted to match the bid was due to the opportunity to
get the acquisition premumto help recoup their cost?

A Possi bl y.

CHAI RVAN SILVEY: Okay. Thank you.
QUESTI ONS BY JUDGE DI PPELL:

Q Ms. Bolin, in Staff's revised recomendati on
and again |I'mlooking at the red |ine version, on page
23 under the request for acquisition incentives, can you
explain to nme how Staff's opinion changed or didn't
change because of the Conm ssion bifurcating the
Refl ections portion out?

A | think that would be better addressed to Jim
Busch.

JUDGE DI PPELL: kay. Okay. Are there any --
COMM SSI ONER RUPP:  |Is he a witness?

JUDGE DI PPELL: I'msorry. M. Busch has been
added because he sponsored these parts of the Staff
report. |If there are questions for him he wll be
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avai |l abl e.
| s there any further cross-exam nation based
on questions fromthe bench from QUOC?
MR. COOPER: Yes, thank you, Your Honor.
FURTHER CROSS- EXAM NATI ON BY MR, COOPER
Q Ms. Bolin, you were asked about whether you
t hi nk conpared rates between OUCC and the Joint Bidders.
Can you say with any certainty what rates will be two
years fromnow if OQUOC is authorized to acquire the
assets?
A No, | cannot.
Can anyone?
| don't think so.
Why not ?

> O > O

We don't have all of the expenses and the
final plant inprovenments and any prudency adjustnents,
any disall owances of cost. W don't know t hose yet.

Q Wul d your answer be the sane as to the rates
of the Joint Bidders if they were to acquire the assets?
A. "' mnot sure how they develop their rates.

Q You were asked sone questions fromthe
Chai rman about this Q%A that starts on line 11 of page 4
of your testinmony. It starts off talking about | think
that the nultiple bidders and then it ultimately asks

how | ong the Conpany has been under the guidance of a
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receiver. Wuld you agree that during the 14 years or
so that the Osage Water Conpany systens were under the
control of | guess first an interimreceiver and then a
per manent receiver, the receiver was never able to sel

t hose systens?

A That is correct.

Q And the opportunity or the bidders that are
being referred to in this question, they came about in
t he bankruptcy proceedi ng, correct?

A. The sal e canme out of a bankruptcy proceeding,
yes.

Q And ultimately at a tinme when the Comm ssion's
nonvi able utility acquisition rule is in effect,
correct?

A. | don't know that -- It was effective January
31. However, it was | think the final rul emaki ng order
happened before the auction.

Q W're sitting here. It's in effect today
t hough, correct?

A. It's in effect today.

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

JUDGE DI PPELL: Any further cross-examn nation
from Cedar G en?

MR. COWLEY: | have no questi ons.

JUDGE DI PPELL: Is there cross-exan nation
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based on Conmi ssion questions fromthe Joint Bidders?
MR, ELLSWORTH: No further questions.
JUDGE DI PPELL: Public Counsel ?
MR, HALL: No further questions.
JUDGE DI PPELL: |Is there redirect?
M5. PAYNE: Briefly, Your Honor.
REDI RECT EXAM NATI ON BY MS. PAYNE:

Q You were asked several questions about Rule
10.085. Is there any kind of a test included in the
rule for Staff to utilize to know whether or not an
acqui sition would occur wi thout an acquisition
i ncentive?

A No, there's not.

Q Do we have any prior guidance fromthe
Comm ssion regarding this rule?

A. This is the first case. So no, we do not.

Q Ckay. |If the Conm ssion approves an incentive

acquisition in this case, would that be determ ned now?

A. The anmount of the acquisition?

Q Correct.

A. No, it would not. It could be determ ned
| ater.

Q Coul d the Conmi ssion determ ne that an

acqui sition incentive is inappropriate in a future rate

case?
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A. It is possible.

Q And finally, has Staff been asked to review
any proposed rates at this time? |'msorry. Let ne
rephrase. |Is it proper for Staff to review the proposed
rates at this tinme?

A It is not because we don't have all the known
and nmeasurable itens to determ ne rates.

Q It's nore appropriate to wait for a future
rate case?

A. Yes, it is.

M5. PAYNE: No further questions. Thank you.

JUDGE DI PPELL: Thank you. Ms. Bolin, that
concl udes your testinony and you may step down.

(Wtness excused.)

JUDGE DI PPELL: Seeing that it is two m nutes
until five o' clock, I think this is a good place to
break for the day and we will return tonorrow at 8:30 to
finish up our witnesses hopefully before the
Comm ssi on' s agenda at noon.

M5. PAYNE: Judge, | would ask Staff's w tness
Scott G asgow is the last one that's on our |ist of
issues. |I'mnot sure if anyone has questions for him
Wuld it be possible to determne that at this tine so
we could know if he would be rel eased for tonorrow s

heari ng?
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JUDGE DI PPELL: W can certainly ask. Does
anyone know of questions for Staff's w tness or know
that you don't have questions?

MR. COOPER. We do not have questi ons.

MR. HALL: Public Counsel has no questions for

MR. COMLEY: Cedar den has no questions.
MR, ELLSWORTH. | have no questions.
JUDGE DI PPELL: Al right. | don't believe
t he Conm ssioners have any questions for M. d asgow.
M5. PAYNE: If it would be okay, | would offer
his testinony at this tine. It's been marked as Exhi bit

103.

JUDGE DI PPELL: Al right. Wuld there be any

objection to Exhibit 103?

MR. COMLEY: No objection.

JUDGE DI PPELL: Seeing no objections, | wll
admt that.

(STAFF' S EXH BI T 103 WAS RECEI VED | NTO
EVI DENCE AND MADE A PART OF THI S RECORD.)

JUDGE DI PPELL: Conmm ssioner, did you want to
ask questions of M. Busch? You seened intrigued --

COW SSI ONER RUPP:  No. He wasn't on ny |ist.
It was on ny iPad so | didn't update it.

JUDGE DI PPELL: |Is M. Busch avail able
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tomorrow if | should decide | want to ask himny
guesti on?

M5. PAYNE: |'msure we could make him
available if we need to.

JUDGE DI PPELL: Al right. Then we will just
wait for that until tonorrow

M5. PAYNE: Thank you, Judge.

JUDGE DI PPELL: |Is there anything el se before
we go off the record? Gay. Then we can go off the
record.

(O f the record.)
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1 PROCEEDINGS 1 theaddress.

2 JUDGE DIPPELL: We'll go ahead and go on the 2 JUDGE DIPPELL: Commission Staff?

3 record. All right. Good morning. Thisis September 3 MS. PAYNE: Whitney Payne and Mark Johnson on

4 17, 2019. We're herefor an evidentiary hearing in Case 4 behalf of the Staff of the Missouri Public Service

5 No. WA-2019-0185. My nameisNancy Dippell. I'mthe | 5 Commission, and our information has been previously

6 Regulatory Law Judge assigned to preside over this 6 provided to the court reporter.

7 matter. And we've, likel say, come heretoday. This 7 JUDGE DIPPELL: Office of Public Counsel?

8 islInthe Matter of the Application of Osage Utility 8 MR. HALL: Good morning, Judge. Caleb Hall

9 Operating Company, Inc. to Acquire Certain Water and 9 appearing on behalf of the Office of Public Counsel. My

10 Sewer Assets and for a Certificate of Convenience and 10 contact information has also been previously provided to

11 Necessity. 11 the court reporter.

12 We bifurcated this hearing. It was originally 12 JUDGE DIPPELL: Public Water Supply District?

13 involving both Osage Water and the Reflections Water and | 13 MR. ELLSWORTH: Good morning. Aaron

14 Sewer Systems. We bifurcated the hearing to only 14 Ellsworth. | represent Public Water Supply District No.

15 address the application with regard to the Osage Water 15 5, Lake Area Wastewater Association, and Missouri Water

16 Company. Is Reflections present today or Great Southern | 16 Association. 1've also prefiled my information.

17 Bank? Okay. | just wanted to double check because | 17 JUDGE DIPPELL: Cedar Glen Condominium Owners

18 had excused them, but it dawned on methat they may not | 18 Association?

19 have wanted to be excused from this particular hearing. 19 MR. COMLEY: Thank you, Judge. Let the record

20 So we'll begin then with entries of 20 reflect the entry of Mark W. Comley and Newman, Comley &

21 appearance. Osage Utility Operating Company? 21 Ruth on behalf of Cedar Glen Condominium Owners

22 MR. COOPER: Thank you, Your Honor. Dean 22 Association. Like everybody else, our business address

23 Cooper and Jennifer Hernandez of the law firm of Brydon, | 23 has been supplied to the court reporter already.

24 Swearengen & England, PC appearing on behalf of Osage | 24 JUDGE DIPPELL: And | previously asked and no

25 Utility Operating Company, Inc. The court reporter has 25 onefor Great Southern or the Reflections Condominium
Page 15 Page 16

1 Owners Association is present. Soinitial remarks. If 1 cross-examination, | think that the issuesraised in

2 al would please silence your electronic devices, that 2 these cases, that being the qualifications of the

3 would be very much appreciated. We previously before we 3 alternative bidders, or Joint Bidders, whether or not

4 went on therecord | assigned blocks of numbers to the 4 there'sabetter aternative or an aternative that is

5 prefiled exhibits or to the parties for their exhibits. 5 less detrimenta to the public interest or more in the

6 WEell take those up asthey're offered. | will assign a 6 publicinterest. | think those are important issues

7 specific number to those. 7 that the Commission is going to need in making its

8 So we have some pending motions to strike. 8 decision. Sowhat I'm going to allow ison direct I'm

9 Cedar Glen Condominium Owners Association filed amotion | 9 going to allow the intervenors to elicit testimony on

10 to strike portions of the testimony of Todd Thomas and 10 direct about that surrebuttal issue.

11 Josiah Cox. Public Water Supply District and Lake Area 11 And again, thisis unusual but thisisan

12 Wastewater Association and Missouri Water Association 12 unusual case. It'sacasethat with regard to Osage

13 filed motionsto strike portions of Todd Thomas and 13 Water Company is obviously a company well known to the

14 Josiah Cox's testimony. And there was amotion to 14 Commission, beenin receivership for along time, been

15 strikefiled by Osage Utility Operating Company to 15 in bankruptcy, and | think that the Commission needs

16 strike portions of testimony and limit the scope of the 16 every fact and every bit of information that it can to

17 proceeding. | am going to deny all of those motionsto 17 make agood decision so that we can get this utility

18 dtrike. That'sall I'm going to say about that. I'm 18 taken care of.

19 going to deny those. 19 Also, the Commission directed staff to filea

20 With regard to the alternative motion for 20 revised recommendation specifically wanting information

21 leaveto file testimony in response, obviously we're 21 a&bout the acquisition premium and the way that

22 hereat the hearing. So I'm not going to delay the 22 bifurcating the hearing had affected that and Staff did

23 procedural schedule to alow written testimony to be 23 file supplemental testimony on Friday. And I'm going to

24 filed. However, even though the normal proceeding isto 24 givethe parties an opportunity, and | said so in the

25 have surrebuttal and that be the final word besides 25 Order, the Commission said in its Order that it would
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Page 17
give the parties an opportunity to present rebuttal to

that new information. So again on your direct testimony
I will allow direct testimony in rebuttal to that new
information that was provided by Staff. We're not going
to go down the road of rehashing the entire direct
testimony, but you will have an opportunity to respond
to the new information provided by Staff.
So are there any questions about that?
MR. ELLSWORTH: Your Honor, one question.
With respect to our alternative motion, there are a
number of documents that | requested through data
requests of Osage Utility Operating Company with respect
to the systems operated by Central States just basically
asking for their notices of violation aswell. That
hasn't been produced yet. They needed additional time.
| understand that. | was in the same position
previoudly. I've also made arequest, Sunshine reguest
to the Missouri Department of Natural Resources. 1'd
ask permission to file those documents at a later date
aswell when they are provided. | think they are
relevant in the fact that it will show -- they obviously
want to show we have notices of violation. | think it's
fair that we have the opportunity to show their notices
of violation aswell.
JUDGE DIPPELL: Let's address that when we get
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Page 18
to cross-examination on that point. | don't want --

Likel say, I'm not going to delay the hearing waiting
on those.

MR. ELLSWORTH: Absolutely.

MR. COOPER: Yeah --

JUDGE DIPPELL: Go ahead, Mr. Cooper.

MR. COOPER: I'm sorry, Judge. The point that
we would make, too, isthat time hasn't passed to
respond to those. We're not sitting here today because

the Company is late in responding to any data requests.

JUDGE DIPPELL: | understand. Let'saddress
that when we get to cross-examination on that topic. Is
there any other questions or preliminary?

MR. COOPER: | would ask for I think one
consideration given how you've outlined how we're going
to proceed today and that is perhaps after opening
statements and before we go to our first witnessif we
could break for afew minutes just to talk about how we
want to handle that | would appreciate it.

JUDGE DIPPELL: We can take a break after
opening. Sounds reasonable. All right then. | think
we can go ahead and begin with those openings. So we'll
begin -- Thisis going to be alittle complicated
because there are so many long-named parties and
acronyms and we're talking about Osage Water Company but
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the applicant is Osage Utility Operating Company. So |
just want to make sure that everybody tries to be clear
so that the record reflects when you're talking about
Osageif you're talking about Osage Water Company or
Osage Utility and maybe we can come up with a better
reference for the applicant. If you'll try to be clear
about which entity you're actually questioning witnesses
about.

All right. Let's go ahead and begin then with
the Company, Osage Utility Operating Company.

MR. COOPER: Good morning. My name is Dean
Cooper. I'm representing Osage Utility Operating
Company, Inc. thismorning in its application in this
case.

In this hearing, of course, we're going to
address OUOC's application to purchase certificates of
convenience and necessity and water and sewer assets of
Osage Water Company. Good thing we handed it out.
That's kind of small on the screen.

At present, Osage Water Company provides water
service to approximately 402 customers and sewer service
to approximately 420 customers in Camden County,
Missouri. Thisincludes four service areas: The Cedar
Glen service area, which I'm sure you'll hear more about
today, which has approximately 216 water connections and

© O ~NOOT A~ WNBE
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216 sewer connections, Chelsea Rose service that has

approximately 42 water connections and 38 sewer
connections, Cimarron Bay service areawith about 110
water connections and sewer connections, and the Highway
KK service areawhich has two subdivisions, Eagle Woods
and Golden Glade. In Eagle Woods, there's currently 33
homes connected to the water system and wastewater
serviceis provided to 33 homesin that same subdivision
and 23 homes in the Golden Glade subdivision.

The Staff's recommendation, which is a part of
Ms. Dietrich's testimony in this case, describes these,
does a pretty nice job of describing these systems at a
high level.

Due to certain decisions by company
management, failure to properly construct, and failure
to properly maintain the water and sewer systems, there
are several compliance issues that need to be addressed.
Some of the facilities are operating without permits
from DNR; and at |east one wastewater treatment system
isin such a state of repair that wastewater is
bypassing treatment processes.

Osage Water, as the judge alluded to, has had
adifficult past. It first obtained a CCN in 1989 to
operate as awater and sewer utility. It obtained a
variety of certificates after that. By December 10 of
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1 2002, the Commission had issued a Report and Order 1 water and sewer servicein Missouri subject to the
2 indicating this Osage had been effectively abandoned by 2 regulation of this Commission.

3 itsownersand that it was unable or unwilling to 3 Those include Hillcrest Utility Operating
4 provide safe and adequate service to its customers. 4 Company, EIm Hills Utility Operating Company, Raccoon
5 Osage Water Company was placed into permanent 5 Creek Utility Operating Company, Indian Hills Utility
6 receivership in October of 2005 by the Camden County 6 Operating Company and Confluence Rivers Utility
7 Circuit Court. At that time in 2005, the Circuit Court 7 Operating Company. Central States affiliates have
8 further directed the receiver to liquidate Osage Water 8 purchased 22 wastewater treatment plants with associated
9 Company's assets as quickly as practical on terms that 9 facilities. They havein Missouri designed, permitted,

10 protect the interests of the customers. So here we are 10 and completed construction with Missouri DNR approval of

11 about 14 years later trying to work a sale. 11 approximately $5.1 million of sanitary sewer investments

12 In October of 2017, with permission from the 12 since 2015.

13 circuit court, Osage Water Company filed for Chapter 11 | 13 On the drinking side, drinking water side of

14 bankruptcy and a bankruptcy trustee was appointed. 14 the business, Central Water States Resources -- or

15 Osage Water Company's assets were liquidated by the 15 Central States Water Resources affiliated companies have

16 bankruptcy trustee using a bidding procedure, and on 16 purchased 13 drinking water systemsin Missouri and

17 November 14 of 2018, the bankruptcy court issued an 17 Arkansas, and in Missouri that's included approximately

18 order approving the sale of Osage Water Company's assets | 18 $4.1 million of investmentsin drinking water systems

19 and naming Central States Water Resources, the affiliate | 19 since 2015.

20 of Osage Utility Operating Company, as the successful 20 Osage Utility Operating Company has the

21 bidder. 21 technical, managerial, and financial capability to own

22 QOUOQOC, or Osage Utility Operating Company, is 22 and operate the systems and provide safe and adequate

23 an dffiliate, as| say, of Central States Water 23 service for the customers. The standard for usto

24 Resources. Severa Central States Water Resources 24 addresstoday isthe not detrimental to the public

25 dffiliates are public utilities authorized to provide 25 standard, and it comes from a 1934 Missouri Supreme
Page 23 Page 24

1 Court case which recognized first that owners of 1 Osage Utility Operating Company would seek to
2 property have a constitutional right to determine 2 provide service after closing of the proposed
3 whether to sell their property or not and to deny them 3 transaction under the same water and sewer tariffs
4 that right would be to deny them an important -- an 4 currently applicable to the Osage Water Company service
5 incident important to ownership of property. A property 5 areaand to charge the same rates currently applicable
6 owner should be allowed to sell his property unlessit 6 tothe Osage Water Company service area. Neither the

7 would be detrimental to the public. 7 ratesnor the tariff provisions may be changed in the

8 Now, in further explaining that, the Court 8 future without the approval of this Commission.

9 pointed out that it is not the Commission's province to 9 Osage Utility Operating Company has requested
10 insist that the public shall be benefited as a condition 10 adebt acquisition adjustment equal to the difference
11 to change of ownership but their duty isto seethat no 11 between the total purchase price and the net original
12 such change shall be made as would work to the public 12 cost for the Osage Water Company systems. Thisisin
13 detriment. In the public interest in such cases can 13 accordance with the Commission's relatively new
14 reasonably mean no more than not detrimental to the 14 nonviable utility acquisition rule.

15 public. 15 We believe that it's not controverted that the
16 We would assert that Osage Utility Operating 16 purchase agreement isthe result of an arm’'s length
17 Company's acquisition of the identified assetsis not 17 transaction between the parties, whereasit was the
18 only not detrimental, it's of benefit to the systems, 18 result of an auction or bid conducted by the United
19 customers, and public interest as compared to the status 19 States Bankruptcy Court.

20 quo. Asdescribed before, Osage Utility Operating 20 Osageisaviable utility and will not be
21 Company brings proven experience in the rehabilitation, |21 materialy impaired by the acquisition of these systems
22 operation, management, and investment in small water and | 22 and the acquisition of all the Osage Water Company
23 sewer facilities. And in this case that would beto 23 utility systems, al requiring some level of investment
24 systemsthat have been essentially treading water for 24 inimprovements, is unlikely to occur without the
25 thelast 14 years or so. 25 probability of obtaining an acquisition adjustment.
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Within the Commission's Acquisition of

Nonviable Utilities Rules, the rule statesin part that

if the Commission determines the request for an
acquisition incentive isin the public interest, it

shall grant the request. The Commission may apply an
acquisition incentive in the applicant's next general
rate proceeding following acquisition of anonviable
utility if the Commission determinesit will not result
in unjust or unreasonable rates.

Weread this rule to mean that in this
proceeding the Commission need not specify a particular
dollar amount for this acquisition premium; that it is
enough for the Commission to look at the facts of the
case to find that an acquisition premium isin the
public interest given the condition of Osage Water
Company but that the amount can and ultimately should be
addressed, the amount | supposeif any, can and should
be addressed in the next rate case where the Commission
has before it the actual rate information and is
considering all relevant factors to determine what is or
isn't ajust and reasonable rate at that time.

The Staff has proposed that the Commission
impose 14 conditions in conjunction with approval of the
proposed acquisition of the Osage Water Company assets.
Osage Utility Operating Company has no objection to

© 0o ~NO O WNBP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 26
those conditions that have been proposed by the staff.

The opposition's arguments essentially are that this
Commission will not doitsjob in the future to ensure
that safe and adequate serviceis provided at just and
reasonablerates. Their solution to that identified
problem is that this Osage Utility Operating Company
application be denied in hopes that the Osage Water
Company properties will instead be purchased by
unregulated entities that have not been examined in this

proceeding for their technical, managerial, or financial

abilities. Thisisnot asolution that should be

accepted by the Commission.

Aswas stated by the Office of the Public

Counsel in its position statement, there is no detriment
to the public interest when safe and adequate serviceis

provided at just and reasonable rates. Osage Utility

Operating Company's status as a regulated entity will

necessarily result in safe and adequate service at just

and reasonabl e rates because of the continued regulation

by this Commission.

Osage Utility Operating Company's acquisition

of the Osage Water Company utility assets and CCN should

be approved by this Commission subject to the conditions

proposed by the Staff of the Commission and afinding

from the Commission that an acquisition premiumisin

Page 27
the public interest. That'sall | have.

JUDGE DIPPELL: Thank you. Arethere any
guestions for Mr. Cooper? Mr. Chairman?
CHAIRMAN SILVEY: Thank you. What can the
Commission consider or not consider when determining
what is not detrimental to the public interest?
MR. COOPER: WEéll, that's a broad question.
We certainly, of course, made amotion to strike
alleging that we think that what you should consider is
a comparison between the transaction that's proposed in
the application versus essentially status quo, will that
acquisition be not detrimental as compared to the world
asit exists today.
| know that the Commission has denied that
motion, because Judge Dippell told us that earlier
today, but | still think that your focus needs to be on
the actual transaction that's before you; that you have
in this case an application that asks you to approve an
agreement that's been ordered by the bankruptcy court.
It's the first, even though there will be other
allegations that there are backup bidders, that's true.
That isthe deal that's before you here and that's the
deal that the bankruptcy court hasidentified and issued
an order approving at this point in time, and so | think
it's that transaction that should be the Commission's
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focus.

CHAIRMAN SILVEY: Did the bankruptcy court
give areason for selecting this bid over the other
bids?

MR. COOPER: WEéll, there was a process, and |
wasn't intimately -- | wasn't involved at al in the
bankruptcy court proceeding, but there certainly was a
process that led to the selection of this transaction.
| think it started by the fact that the only timely bid

received by the bankruptcy court was from Central States
Water Resources.

Later, after | think abid was received late,
the Court reopened the process and established a
procedure for the bid based upon how that had sorted
out.

CHAIRMAN SILVEY: Did the bankruptcy trustee
or the bankruptcy court factor in the acquisition
premium recovery when considering these bids?

MR. COOPER: | don't know that they did. I'd
be surprised. Of course, in the end, whether Osage
Utility Operating Company buys the operation or assuming
that what's been referred to in the case in some places
as the Joint Bidders buy it, it appears that the price
will be the same. So whether you call a part of that an
acquisition premium or you don't, it seems like the
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1 purchaser is going to have paid the same amount of money | 1 JUDGE DIPPELL: Okay. I just wanted to get

2 for those assets. 2 that clarified becauseit's alittle confusing.

3 CHAIRMAN SILVEY: That'sal | have at this 3 MR. COOPER: Beforel finish, | would like to

4 time. 4 go back for a second to Commissioner Rupp's question. |

5 JUDGE DIPPELL: Arethere any other Commission| 5 do want to point out that in the testimony there's

6 questions? 6 testimony about the bidding procedures and how the

7 COMMISSIONER KENNEY: | have ho questions. | 7 bankruptcy court got to where it got and something

8 Thank you, Mr. Cooper. 8 called a stalking-horse procedure was used.

9 JUDGE DIPPELL: Commissioner Rupp? 9 | don't want to leave you with the impression
10 COMMISSIONER RUPP: Just following up on 10 that at the end of the day it was a simple choosing.
11 Chairman Silvey's questions, so in the bankruptcy 11 Therewasalot more going on there.
12 hidding, Osage isthe only one that had atimely bid, 12 JUDGE DIPPELL: Thank you, Mr. Cooper. We can
13 then they reopened the bid process after other bidscame | 13 proceed then with Staff.
14 inlate and then they still chose your company? 14 MS. PAYNE: Thank you. May it please the

15 MR. COOPER: That's my understanding, yes. 15 Commission. Oftentimeswhen studying the law, it is

16 COMMISSIONER RUPP: Thank you. 16 said that one should not lose sight of the forest for

17 JUDGE DIPPELL: 1 just have one question | 17 thetrees. It'svery easy to find one's self in acase

18 wanted to clarify. You referred to Osage Utility 18 such asthis so focused on the details that the parties

19 Operating Company as an affiliate of Central States 19 havelaid out in making their case that we lose sight of
20 Water Resources. Can you explain that structure just a 20 that forest.

21 little bit? 21 The application that has been placed before

22 MR. COOPER: They have similar if not 22 this Commission by the Osage Utility Operating Company
23 identical ownership. Central States Water Resourcesis 23 asksfor two things: Authorization to acquire the

24 the manager essentially of Osage, but the ultimate 24 assets and certificates of convenience and necessity of

25 parentisCSWR, LLC. 25 the Osage Water Company. It also asksfor an

Page 31 Page 32

1 acquisition premium under the provisions of the recently 1 Staff in its recommendation has also included

2 implemented Commission Rule 10.085. 2 several proposed requirements for the Company to comply
3 In regard to Osage Utility Operating Company's 3 with, which the Company has agreed to, and which Staff

4 request to acquire the assets of Osage Water Company, 4 continues to support now. Staff's witness Scott Glasgow

5 Staff conducted its investigation in accordance with 5 of its customer experience department will be present to

6 normal practice for an acquisition case. In the case of 6 discuss some of those recommendations and any other

7 apresently regulated system such as Osage Water 7 concerns regarding the customer service considerations

8 Company, Staff considers whether the acquisition would 8 that are at issue here.

9 be detrimental to the public interest. 9 When reviewing an application to acquire water

10 My policy witness Natelle Dietrich can explain 10 and sewer systems, Staff also considers the technical,

11 more about the standard, but it's been laid out by 11 managerial, and financia capacity, as Mr. Cooper

12 Mr. Cooper in hisopening. So | won't bore you with all 12 explained earlier. It'sfurther explained in Staff's

13 of the details of that again. | will sufficeto say 13 recommendation, along with the facts that Staff applied,

NNNNNNMNRPEPEPRPRPERERERE
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that the Commission has utilized this standard since it
was laid out by the Supreme Court of Missouri when
considering all transfer of asset cases for water and
sewer systems.

Staff utilized the standard in this case and
has recommended Commission approval of the Company's
request based on our position that this acquisition
would not be detrimental to the public interest. In
fact, if you find that thisis not detrimental to the
public interest, the same Supreme Court case that set
out this standard says that you must approve the request
for acquisition.

NNNNNNMNRPEPEEPRPRPERERERE
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in order to come to its recommendation that this company
has met the technical, managerial, and financial
requirements. They originate from Section 640.115 and
are dso included in the Code of State Regulations for
Safe Water Drinking Commission.

Staff recommends, as stated, that they have
met the technical, managerial, and financial standards
as evidenced by the affiliates to the Osage Utility
Operating Company and the facts of this case.

Several partiesin this matter have attempted
to muddy the waters by arguing that the Commission might
consider aternative purchasers for the Osage systems.

TI GER COURT REPORTI NG LLC

WAV TI GERCR. COM

29..32
573. 999. 2662





WA- 2019- 0185 Vol

2

© oo ~NOOUILE, WN P

Page 33
However, the Commission hasin the past provided

guidance as to the weight that should be given competing
proposals such asin In re Utilicorp United in which the
Commission stated the competing proposalsin that case
were not relevant to the question of whether the
transaction at issue was detrimental to the public.
And Staff believes the same istrue here.
The Commission isinstilled with the authority
to review and come to a determination regarding an
application presented before it for the acquisition of
systems. The Commission should review only the entity
which filed to acquire the systems and whether that
acquisition would be detrimental to the public interest.
While arguments have also been raised by the parties
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improvements proposed by the Osage Utility Operating
Company and generally believes them to be reasonable.
Staff's witness David Roos can comment on his
investigation of the system status at the time of
Staff's review for this case. Since appointing a
receiver, conditions at Osage have only worsened, which
led to the bankruptcy filing two years ago. Missouri's
courts have declared that a property owner hasa
constitutional right to determine whether to sell their

property or not, and that right should not be denied
unless it would be detrimental to the public.

After 14 years of receivership, Staff stands
behind the recommendation that the bankruptcy auction
proceeded accordingly and that the Osage Utility

15 that the Commission should consider proposed 15 Operating Company should have the ahility to acquire the
16 improvements and future potentia rateincreases, none | 16 systemswithout being detrimental to the public
17 of those arguments are rooted in certainty at this 17 interest.
18 stage. What isrooted in certainty is that the Company | 18 Now, the second issue that | referenced
19 has agreed to Staff's conditions outlined in its 19 earlier isto decide whether the Osage Utility Operating
20 recommendation. That includes charging existing rates | 20 Company should receive an acquisition premium in
21 for at least 24 months from the date of acquisition 21 conjunction with its purchase. The Commission
22 prior to coming in for arate case. 22 implemented Rule 10.085 in January of thisyear. No
23 The Osage systems are historicaly in 23 entity has previously sought an acquisition premium
24 disrepair which led to this Commission placing themin | 24 pursuant to the rule prior to this proceeding.
25 receivership 14 yearsago. Staff reviewed the 25 Staff reviewed the rule and applied each of
Page 35 Page 36
1 thecriteriato the facts of this case and has 1 but Staff based its recommendation for approval on the
2 determined that the application here meets each of those 2 statement of Josiah Cox that absent approval of an
3 criteria. Section 393.145.1 explains that the procedure 3 acquisition of premium his company would need to
4 for placing awater or sewer utility into receivership 4 reevaluate its position on purchasing the systems
5 asthe Commission finding that the utility is unable or 5 included in this application. This statement is
6 unwilling to provide safe and adequate service or has 6 supported by the history of the system regarding past
7 been actualy or effectively abandoned by its owners. 7 attempts of other entities to purchase the Osage Water
8 Then it may petition acircuit court to place that 8 systems evidencing that the acquisition would not have
9 utility under the control and responsibility of a 9 occurred without the provision of the acquiring entity
10 receiver. 10 to obtain an acquisition premium.
11 Osage Water Company has been in receivership 11 Staff's witness Kim Bolin can comment further
12 for 14 years. When it was placed in receivership, this 12 on Staff's position regarding the acquisition premium
13 Commission said its debts totaled $1.13 million and the 13 recommendation, and Staff witness James Busch worked on
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systems were teetering on the edge of an abyss. The
purpose of 10.85 is to encourage acquisition of
nonviable water or sewer utilities through an incentive
to utilities with the resources to rehabilitate the
nonviable utility in areasonable time frame.

Osage Water Company is the perfect example of
such anonviable utility that is contemplated by the
purpose of thisrule. Some parties have argued that
Osage Utility Operating Company would have acquired the
Osage systems regardless of the opportunity for an
acquisition premium. Unfortunately there's no way to
know what might have happened in an alternate universe,
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Staff's amended recommendation and updated acquisition
premium pursuant to the order of this Commission. He
will be available this afternoon should anyone have any
questions regarding the updated recommendation
specificaly.

In conclusion, there are certainly alot of
considerations that this Commission is charged with
through law when considering the acquisition of one
entity by another, but it isimportant to remember that
before getting bogged down in various claims by the
parties the Commission is not being asked to approve a
rate increase or issue a decision regarding any proposed
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1 improvements at thistime. The Commission isjust being 1 would like meto put on there. | think they're worth

2 asked if approving the acquisition of Osage Water 2 whatever acompany iswilling to buy them for. But

3 Company's assets by Osage Utility Operating Company 3 obviously my witness Kim Bolin can explain more about

4 would be detrimental to the public interest. Thank you 4 the actual worth of the assets.

5 and I'm happy to answer any questions. 5 CHAIRMAN SILVEY: Canthe Commissionina

6 JUDGE DIPPELL: Thank you. Mr. Chairman? 6 future rate case determine that only the lower bids

7 CHAIRMAN SILVEY: Thank you. Just afew 7 should be recovered through rates?

8 questions. So you mentioned that the updates and 8 MS. PAYNE: Certainly | think you could. |

9 improvements are needed and you think are generaly 9 haven't evaluated that specifically.
10 reasonable. Do you think the cost estimates for those 10 CHAIRMAN SILVEY: Do you know what the current
11 improvements are prudent and reasonable as well? 11 ratefor customers are in Osage?

12 MS. PAYNE: | mean, personally I'm not an 12 MS. PAYNE: | actually do not remember off the

13 engineer and | don't know asfar as that goes. 13 top of my head.

14 Certainly my witnesses can explain alittle bit more. | 14 CHAIRMAN SILVEY: Do you know how long it's
15 would say that we do not rely on estimates necessarily. 15 been since there's been an increase?

16 | mean, when it comestimeto actually consider the 16 MS. PAYNE: Prior to the receivership, if I'm

17 costs of theimprovements, it would be in arate case 17 not mistaken. | apologize. My witnesses are going to

18 and we would do afull prudency evaluation. So | think 18 be ableto answer the specifics alittle bit better than

19 that there's too much uncertainty in estimates, but 19 me.

20 generally Staff has reviewed and agrees that the 20 CHAIRMAN SILVEY: So that would be over 14

21 improvements would be necessary and that the costs are 21 yearsago --

22 consistent with those necessary improvements. 22 MS. PAYNE: | believe so.

23 CHAIRMAN SILVEY: Okay. And how much arethe | 23 CHAIRMAN SILVEY: -- sincethey've had an

24 Osage system assets worth? 24 increase?

25 MS. PAYNE: | am not sure what number you 25 MR. COOPER: Chairman, | think closer to ten,

Page 39 Page 40

1 2009. 1 and those have failed?

2 CHAIRMAN SILVEY: Ten? 2 MS. PAYNE: We have evidence of two

3 MR. COOPER: Ten years. 3 specifically previously, and we a'so believe that

4 CHAIRMAN SILVEY: Soif thesdeisapproved, | 4 there'sat least athird time these were attempted for

5 how much do you anticipate customers rates increasing 5 purchase.

6 over the next five years? 6 COMMISSIONER RUPP: And those failed because?
7 MS. PAYNE: | mean, Staff has not done an 7 MS. PAYNE: | would not even begin to comment

8 evaluation of rateincrease at thistime. That's not 8 on why another company backed out or why attempted

9 what's being considered here. | think the Company has 9 purchasefailed, but | believe that it's probably the

given some projections and certainly other parties have
given some projections too.

CHAIRMAN SILVEY: Isit Staff's position that
an acquisition incentive is appropriate when there are
other intervenors and bidders in the bankruptcy court
who have submitted credible purchases?

MS. PAYNE: Staff's position isthat thisrule
was implemented specifically for cases such as this, to
our understanding, and that if a company meets the
elements of theruleit is proper to grant an
acquisition premium regardless of competing bids.

CHAIRMAN SILVEY: Okay. Thank you.

COMMISSIONER KENNEY': | have no questions.

JUDGE DIPPELL: Commissioner Rupp?

COMMISSIONER RUPP: How many times has
entities attempted to purchase these assets in the past

10 extreme disrepair of the systems and the concern of any
11 business person that they would not be able to recoup

12 any kind of areasonable return on them.

13 COMMISSIONER RUPP: So aretheselike

14 expressions of interest or were they actually walking

15 down the path towards purchasing the assets?

16 MS. PAYNE: My understanding isthat in all

17 casesthat they reached the contract portion.

18 COMMISSIONER RUPP: Thank you.

19 MR. JOHNSON: If | may. | know thereis at

20 least oneinstance where | think Missouri-American filed
21 with the Commission to purchase a portion of the system
22 andinthat instance it was decided that because it was
23 not the entire system being acquired it would be

24 detrimental to the public interest.

25 COMMISSIONER RUPP: Thank you.
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1 JUDGE DIPPELL: | just had one question. You 1 acquisition premium is something that is affecting the

2 cited that Utilicorp case as pointing to the Commission 2 actual acquisition whereas arate increase you won't

3 not considering the other bidders. But in that case 3 know what the potential rate impact is until after

4 weren't the bids withdrawn in that case? 4 improvements are completed. | think that's the

5 MS. PAYNE: They were withdrawn in that case. 5 difference. Additionally, of course, our new

6 However, the Commission made the statement regardlessof | 6 Acquisition Premium Incentive Rule has only recently

7 thefact that they were withdrawn. 7 been implemented and a higher court hasn't had an

8 JUDGE DIPPELL: And isn't there also acourt 8 opportunity to consider that factor yet.

9 casethat says something to the effect that the 9 JUDGE DIPPELL: Okay. Thiswill al be things
10 Commission can't -- can't not consider an acquisition 10 that I'll want everybody to be sure and include in your
11 premium in making these kinds of decisions? 11 briefs.
12 MS. PAYNE: Yes. Thereisa casethat says 12 MS. PAYNE: Absolutely.
13 that -- | actually have it here and that was State ex 13 JUDGE DIPPELL: Okay. We can proceed then
14 rel. Martiny Creek. It does say that the Commission can 14 with Office of Public Counsel.

15 consider an acquisition premium in the course of 15 MR. HALL: Good morning and may it please the
16 determining whether something is or is not detrimental 16 Commission. Asl saidin my introductions, my nameis
17 tothe public interest. 17 Caeb Hall appearing on behalf of the Office of Public
18 JUDGE DIPPELL: If the Commission must 18 Counsel. | should start my opening for the convenience
19 consider the acquisition premiums, | believe there was a 19 of the Commission and the court reporter to explain that
20 case that was remanded to the Commission because it 20 when| say "Central States," I'm referring to Central

21 didn't consider an acquisition premium. If I'm correct 21 States Water Resources which I'll refer to generally in
22 onthat, wouldn't it follow that the Commission should 22 place of saying Osage Utility Operating Company since
23 also consider any rate increases that might take place 23 they're effiliates. When | say the "Osage Company" or
24 asaresult of the transaction? 24 "Osage Water Systems,” I'm referring to the assets in

25 MS. PAYNE: | think the differenceisan 25 question, Osage Water Company. And when | say "Joint

Page 43 Page 44

1 Bidders," I'm referring collectively to Public Water 1 here arethe optionsyou havein thiscase. Option A.

2 Supply District No. 5, Missouri Water Association, and | 2 Central States, acompany with a history of acquiring

3 Lake AreaWastewater Association. That way thenit's | 3 failing water utility companies and then repairing them

4 dl conveniently put together. 4 tosuchalevel that result in rates in exponentialy

5 Public Counsel stands here today asking you 5 raisein part because the company has historically used

6 for two things. One, to deny the transfer of the CCN 6 acost of debt as high as nearly 14 percent.

7 from the Osage systemsto Central States becauseit'sa | 7 Central Statesin this caseisalso proposing

8 detriment to the public interest. Secondly, 8 over $2 millionin repairs for the Osage systems and

9 notwithstanding our first ask to deny an acquisition 9 requesting an acquisition incentive on top of the return

10 incentive for Central States acquisition of the Osage 10 it would get in the future. Option B. You havethree

11 systems. 11 currently viable operators, the Joint Bidders. They are
12 Public Counsel's point asto the CCN's 12 asking to take on the system at the same purchase price
13 transfer is premised on the public interest. Approving | 13 that Centra States has requested. However, without an
14 aCCN transfer is detrimental to the public interest 14 acquisition incentive, with repairs that are far less

15 when it forecloses other efficiently available water 15 than estimates, at sometimes depending on the system 200

16
17
18
19
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21
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25

operators that can provide the same safe and adequate
service at amore efficient cost. Central States
argument that it's the best utility to service the Osage
systemsis premised on this Commission ignoring all
other options. When other parties presented those
options to this Commission, Central States filed motions
to strike that testimony. They want you to ignore any
other alternatives you have.

Thankfully Missouri case law is clear that
this Commission is free to consider alternatives, and

21
22
23
24
25

percent less and with bond financing to repair the
systems at 3.5 percent. The customers of Cedar Glen
portion of the Osage systems have also comein support
of the Joint Bidders' proposal and OPC joins them at
thistime as we seeit as afar more efficient
alternative.

| invite you to ask OPC witness Kerri Roth to
explain what potential ramifications any of these two
options will have on customersin the future.

Again, Commission, consider that if safe and
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1 adequate service can be provided at a more efficient 1 system but for the acquisition incentive. The only
2 cost, then it'sincumbent upon just and reasonable 2 evidence so far in thisrecord is Josiah Cox's statement
3 principlesfor this Commission to foster that efficient 3 tothat effect and the testimony of one Staff witness
4 cost. 4 Kim Bolin who merely relied upon Josiah Cox's statement.
5 In this case you've been presented with 5 What's the evidence to the contrary though?
6 differing repair estimates and differing options going 6 First consider Central States' express business model.
7 forward. Let'slook inthe actual record. You have 7 Thisisacompany with awell known history of
8 Central States argument. You havefive partiesonone | 8 purchasing failing water systems to then repair them for
9 side and Staff's recommendation that did not consider 9 the promise of future returns.
10 other potential operators when considering the CCN 10 Besides the several that have aready been
11 transfer and admitted that it considered Central States | 11 purchased in Missouri, Central States has already moved
12 repair estimates as just conceptual. They have not 12 into Arkansas, Kentucky, Tennessee, and Louisiana
13 voiced any opinion otherwise on the repair estimates. 13 amounting to over a hundred pending and acquired
14 When you have five versus one, you have aclear record | 14 systems. Y ou can go to their website right now and read
15 infavor of one option over the other, and we ask this 15 their statement, their policy statement. Thisistheir
16 Commission consider that at thistime. 16 business model.
17 Asfor OPC's second point, the acquisition 17 The gresat thing about business modelsis you
18 incentiverule reads that an incentive can only be 18 don't need to incentivize them to follow them. Asthe
19 granted to acompany if the acquisition would be 19 libertarian adage goes, the way you get a business model
20 unlikely to occur without the probability of obtaining 20 to follow through is government gets out of the way.
21 that incentive. All the evidencein this record will 21 Then consider the alternative -- or I'm sorry, not the
22 show that the acquisition is actualy highly likely to 22 aternative. Consider thetimeline,
23 incur without the acquisition incentive. 23 In 2015, Central Statesfirst offered to
24 Consider what is the evidence supporting 24 purchase the Osage systems for afar less price than the
25 Central States argument that it would not buy the 25 800,000 they settled on now. Then they came back in
Page 47 Page 48
1 2017 and tried to purchase the system again for even 1 demanded that an unwilling seller divest its property to
2 lessthan the 2015 offer. Central Statesthen formed 2 Central States. | find thiskind of ironic considering
3 thecurrent holding company that is the current 3 wejust saw apresentation from Central States' counsel
4 applicant in this case for, as Staff's recommendation 4 taking about how property owners have a constitutional
5 dates, for the explicit purpose of purchasing and 5 right to divest their property asthey seefit. This
6 acquiring the Osage Water Company. 6 seemsto be arunning theme for this company.
7 Central States then took the effort and due 7 Central States has another pending case before
8 diligenceto negotiate its position as the 8 this Commission, Port Perry, where Central Statesis
9 stalking-horse bidder during the bankruptcy auction 9 asserting aright to own and operate a water system
10 ensuring that it would win by default in the event of a 10 despite what the residents have voiced at the public
11 matching bid. During the bankruptcy auction, youhad | 11 hearing. Bear in mind that public -- that the Joint
12 Missouri-American Water and the Joint Bidders who 12 Bidders aready have an outstanding contract to purchase
13 participated aswell. However, Central States continued | 13 the Osage Water Company systems.
14 toraisethe bid price by matching those bids until the 14 If this CCN transfer is denied, they have an
15 final purchase price was nearly double what the initial 15 outstanding contract to then receive the systems without
16 offer was which again was an offer that Central States 16 theacquisition incentive. Clearly thisacquisition
17 had negotiated by becoming the stalking-horse bidder. 17 would occur without the probability of an acquisition
18 Then this Commission can aso consider that 18 incentive.
19 Centra Statesinitialy brought this action by having 19 At thistime actually | would like to address
20 two joined utility systems, Osage and Reflections. When | 20 one of Commissioner Silvey's questions. Y ou had asked
21 Reflections sought to leave this proceeding becausethe | 21 about the bankruptcy proceeding that | just went through
22 Reflections assets had been sold to some of the Joint 22 had considered the acquisition incentive. | think it's
23 Bidders, Central States not only opposed their removal | 23 worth noting that the Acquisition Incentive Rule hadn't
24 from this proceeding before this Commission. They've |24 even been codified at that time. So you had Central
25 now run to the Camden County Circuit Court and have | 25 States that was undergoing these bankruptcy bid
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1 procedures without the Acquisition Incentive Rule even 1 to the backup bidders and then for the Joint Biddersto
2 being technically available for the Company to request. 2 actualy build the upgrades?

3 With this record in mind, Public Counsel asks 3 MR. HALL: That isavery good question,

4 that this Commission deny the CCN transfer and 4 Commissioner. Asfor how long it would take for the

5 notwithstanding our first request otherwise deny the 5 bankruptcy proceedings to move forward, | believe that
6 acquisition incentive requested by Central States. I'm 6 question would actually be better posited towards the

7 availablefor questions at thistime. Otherwise, if 7 Joint Bidders who are more intimately involved in that
8 there are more technical matters, | believe my witness 8 process. Asfor how this can proceed further, | think

9 can provide a much more coherent response. Thank you. 9 the Commission can aso consider that the Joint Bidders
10 JUDGE DIPPELL: Mr. Chairman, did you have 10 areanonregulated entity. If they are able to then
11 questions? 11 enact on their contract to purchase the system, based on
12 CHAIRMAN SILVEY: | do. Thanks. Thesystem |12 their testimony, it seems like safe and adequate service
13 isindire need of upgrade; isthat right? 13 could be acquired post haste. Asto any specific

14 MR. HALL: Yeah, there's no dispute that 14 questions asto what repairs could be made, | offer that
15 repairs are most certainly needed. There's adispute as 15 you ask my witness Kerri Roth on that point.

16 to what repairs are needed to achieve safe and adequate 16 CHAIRMAN SILVEY: But if we deny the current
17 serviceat that level. 17 application, there's no question that there would be

18 CHAIRMAN SILVEY: Soit'snot currently 18 delay over approving it and moving forward?

19 providing safe and adequate service? 19 MR. HALL: 1 think that is a consideration,

20 MR. HALL: That's what this Commission has 20 but | would invite that there's also opportunity cost

21 determined in prior proceedings, yes. 21 involved. If CCN requests are simply approved for the
22 CHAIRMAN SILVEY: Soif the Commission denies| 22 first company that comesin, that forestalls

23 thisapplication, how long would it redlistically take 23 consideration of what is actually in the public interest
24 for the bankruptcy court to approve ancther bid, the 24 and what'sin the best interest of the customers

25 Commission to have anew hearing, decide to grantaCCN | 25 involved.

Page 51 Page 52

1 If you grant the CCN transfer for Central 1 JUDGE DIPPELL: Commissioner Kenney?

2 States, you have foreclosed other potential 2 COMMISSIONER KENNEY: Yeah, just briefly.

3 opportunities for safe and adequate service to be 3 Regarding the -- you mentioned that the other bidders

4 provided at a much more efficient cost. 4 havealist of estimated repairs that are much less than

5 CHAIRMAN SILVEY: So your position isthat 5 Central States. Areyou saying that Central States

6 customers are not currently receiving safe and adequate 6 estimates are not prudent?

7 serviceand it isnot detrimental to them to continue 7 MR. HALL: What I'm saying is that Central

8 delaying safe and adequate service? 8 States has every incentive to put in as much repairs as

9 MR. HALL: Our position isthat safe and 9 possible to then receive a future return on the

10 adequate service should be achieved at themost just and | 10 investments that are made. The optionsthat this

11 reasonable rates possible, and ajust and reasonable 11 Commission should consider are you have Central States
12 rateisachieved at an efficient cost. Thereis nothing 12 with avested interest to support whatever repair

13 intherecord to suggest that if you delay at thistime 13 interests are made and then you have people on the

14 there are people in imminent threat of bodily or health 14 ground actualy living in these systems that are

15 harm. So we'relooking at opportunity cost. Do we 15 supporting different estimates.

16 approve what Central Statesis asking, give them 16 | cannot speak to prudency at thistime.

17 everything they want, give them more money on top of the | 17 However, the Commission should consider that those

18 request out of the desperation that you get safe and 18 vastly different estimates will have vastly different

19 adequate service immediately or do we consider all other | 19 impacts on rates.

20 options and deliberate on how safe and adequate service | 20 COMMISSIONER KENNEY: Sure, but wouldn't that
21 can be achieved within a reasonable time frame with some | 21 be determined in arate case?

22 possible delay but yet till have the best end result 22 MR. HALL: You know, normally that would have
23 for Missouri's customers. 23 been the procedure, Commissioner. Unfortunately in this
24 CHAIRMAN SILVEY: No further questions at this | 24 proceeding that Central States has asked for a

25 time. 25 single-issue ratemaking issue and that isthe
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1 acquisition incentive. 1 MR. HALL: Yes.

2 COMMISSIONER KENNEY: But that'snot what | | 2 COMMISSIONER KENNEY: Okay. Thank you.
3 mentioned. | was talking about the prudency of the 3 JUDGE DIPPELL: | just had a couple for you.

4 repairs, the prudency of the system, and you would have 4 Sothe Joint Bidders haven't actualy -- they don't have
5 achanceto arguein arate case that those were not 5 apending application to transfer these assets or

6 prudent, wouldn't you? 6 anything like that, right?

7 MR. HALL: Yes, wewould at that time. 7 MR. HALL: Yes, Your Honor, and they don't

8 COMMISSIONER KENNEY: Regarding the 8 haveto.

9 acquisition premium, in this case are we setting a 9 JUDGE DIPPELL: They don't have to have an
10 dollar amount? 10 application to transfer the assets?
11 MR. HALL: That would depend on an order from | 11 MR. HALL: No, Your Honor. Central States has
12 the Commission. 12 presented this case. Central States has the burden of
13 COMMISSIONER KENNEY: | thought wewere |13 proof to prove that its requested transfer isin the
14 setting -- the decision was whether or not we would 14 public interest, and that standard is determined by

15 dlow an acquisition incentive or premium but that that 15 looking at other possible alternatives.

16 would be set in arate case, the amount. 16 JUDGE DIPPELL: Right. But you're arguing
17 MR. HALL: WEéll, the Commission isfreeto 17 that the Commission should consider that these other
18 make an order -- issue that order asit seesfit. You 18 bidders are out there, and I'm just clarifying that

19 have Staff's recommendation which has presented adollar | 19 whilethereis-- according to the testimony so far,
20 number. | imaginethat that is the dollar number that 20 there does seem to be a bidder in the bankruptcy court
21 would have some leverage coming into anext proceeding. | 21 but here asit stands we don't -- the Commission doesn't
22 Asto whether -- 22 have an application for that transfer before it.

23 COMMISSIONER KENNEY: But that would be | 23 MR. HALL: Yes, | think that'safair

24 determined in the next proceeding, right? | mean, ina 24 aobservation, Your Honor. | would posit, not to try to
25 rate case? 25 avoid your question, but simply say that asto the
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1 strategies of how the Joint Bidders would go to actually 1 GT, I'm honestly not familiar with car models, top end

2 finalize an acquirement, | think their counsel and their 2 muscle car, that's the just and reasonable. They both

3 witnesses would be a better person to ask on that point. 3 function the same purpose of getting me back and forth
4 | honestly don't know about the -- I'm unfamiliar with 4 towork but there's a different efficiency cost and a

5 thedifferent procedures that would be involved since 5 different opportunity cost that's lost depending on the

6 we're dealing with a nonprofit public water system 6 option you take.

7 organized under Chapter 393 versus awater corporation | 7 JUDGE DIPPELL: Youknow | drive a Toyota

8 whichis Central States organized under Chapter 386. 8 Camry that's about 20 years old, right?

9 JUDGE DIPPELL: And then the other point you 9 MR. HALL: They'reagood vehicle. | havea

10 were making was that Central States has a history of 10 Priusmyself and | don't think it will fail anytime

11 raising rates and they can't raise the rates without the 11 soon.

12 Commission determining that those rates are just and 12 JUDGE DIPPELL: Thelast thing isyou talked

13 reasonablefirst, correct? 13 about a CCN transfer, and |'ve seen that in the

14 MR. HALL: Yes, that's correct. They have no 14 testimony and arguments CCN transfer, but what we're
15 unilateral power to raiserates. 15 really talking about isanew CCN, correct?

16 JUDGE DIPPELL: Soevenif their history is 16 MR. HALL: You know, that's an interesting

17 acquiring companies and raising rates, those rates are 17 point, Your Honor. | seethisas sort of likea

18 just and reasonable because the Commission has 18 semantics argument. It depends on how you look at it.
19 determined that to be so, correct? 19 There'san existing CCN that if Central Statesis

20 MR. HALL: Asdetermined by those Commission | 20 granted it they'll have a new CCN under a new

21 orders. However, it'saquestion as to not just 21 certificate but it will be transferred from an old

22 opportunity costs but efficiency costs. | can give you 22 certificate authority. The Staff recommendation has

23 aToyota Camry that won't break down for 20 yearsand | 23 taken the position that there's two different standards

24 that isajust and reasonable ride to get meto my 24 versus atransfer versus acertificate. We don't

25 commute day in and day out, or we can say that a Pontiac | 25 necessarily agree. However, we've adopted that language
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1 for the benefit of the Commission to seek consistent 1 MR. HALL: No, Commissioner, politely. Itis
2 arguments and at the end of the day the Commission is 2 not that we are satisfied with the current level of
3 dtill freeto consider other alternatives as directed by 3 service. Itisthat we all agree repairs need to be
4 the courts. 4 made. It'saquestion of how we go about doing it.
5 JUDGE DIPPELL: Okay. Thank you very much. 5 CHAIRMAN SILVEY: But not a question of
6 I'msorry. Mr. Chairman? 6 timing?
7 CHAIRMAN SILVEY: Thank you. Just aquick 7 MR. HALL: Astoimmediacy between right now
8 follow up. You've mentioned opportunity costs a couple 8 this second versus future deliberationsin the future,
9 of times. | guess my question isif your water had been 9 no.
10 deemed not safe and adequate, would you be concerned 10 CHAIRMAN SILVEY: So delay isacceptablein
11 about returning it to safe and adequate or more 11 your position?
12 concerned with opportunity costs? 12 MR. HALL: A relatively small amount of delay
13 MR. HALL: | would -- | admit that'sareally 13 would be acceptable for future potential benefits that
14 pointed question, Commissioner. | would want the people | 14 vastly outweigh that cost, yes.
15 representing meto consider all possible aternatives to 15 CHAIRMAN SILVEY: What is your threshold for
16 ensurethat my water is brought back to the safe levels 16 relatively small delay?
17 it necessarily meets. Keep in mind that safe and not 17 MR. HALL: That would have to depend on the
18 safe does not mean the difference between safe and 18 different circumstances of each case involved. It would
19 impending death. | would simply want afair and 19 depend on the systemsin questions. I'm afraid | can't
20 thorough deliberation on the matter so that people are 20 giveyou acategorical answer to that question. | think
21 not left with the most -- the least -- are not left with 21 that'sareally good point, though, Commissioner. |
22 adetrimental choice. 22 invite you to ask our witness, Mrs. Roth, on what
23 CHAIRMAN SILVEY: So thenyour positionisthe | 23 potential ramifications these could have for the
24 current level of unsafeness, if | can make up that word, 24 customers and what considerations the Commission could
25 isacceptable in exchange for opportunity costs? 25 consider on that point.

Page 59 Page 60
1 CHAIRMAN SILVEY: Okay. Thank you. No 1 contract. They're under contract to buy those assets.
2 further questions. 2 They've committed themselves to buy those assets. They
3 JUDGE DIPPELL: Thank you, Mr. Hall. Cedar 3 arethe same assets at the same price bid by the
4 Glen? 4 agpplicant. The Joint Bidders contract is still in
5 MR. COMLEY: May it please the Commission. My 5 forceand effect.
6 nameisMark Comley. | represent Cedar Glen Condominium | 6 Alsoin thisentity -- also in this
7 Owners Association in this matter. Picking up on 7 application rather the entity, which owns the assets
8 something that Judge Dippell mentioned in the 8 offered for sale, is not the applicant. Osage Water
9 preliminary remarks today, thisis a different 9 Company did not file for authority to sell its assets.
10 application for you and the one before you in my 10 A potential buyer of those assets has filed the
11 experience at least is different than you've ever seen 11 application. | understand that the Commission has
12 before. It has similarities to the typical application 12 entertained applications of this nature before. So this
13 to acquire utility assets that has been joined with the 13 may not be unusua. In my experience, thisisthefirst
14 request for certificates of need and convenience, but 14 timel'veseenit.
15 those similarities in when considering there are in this 15 Even so, Osage Water Company is not a party to
16 docket ahistorically distressed regulated water and 16 thiscase. Technicaly it isnot subject to the orders
17 sewer utility, Osage Water Company, which evenin 17 issued by the Commission in this case. But again, you
18 receivership, as pointed out by Judge Silvey, hasfailed 18 do have two of the partiesthat are under contract to
19 to achieve required service standards. It has continued 19 purchase the Osage Water Company assets.
20 todothat for 14 years. Thereisoversight of a 20 Additionally, OUOC is not yet apublic utility
21 bankruptcy trustee, and has been noted before there are 21 and it has not requested certificates of convenience and
22 two qudlified potential purchasers of those assets. 22 necessity to serve Osage Water Company's customers as
23 One is Osage Utility Operating Company and for 23 Office of Public Counsel has pointed out. Rather, it
24 brevity I'll probably refer to that as OUOC and the 24 has asked that it be allowed to purchase those
25 other isthe Joint Bidders. The Joint Bidders are under 25 certificates.
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1 OUOC is affiliated with a company that owns 1 thestandard aswell | think as was pointed out by
2 certificated public utility companies, but OUOCisanew | 2 Mr. Cooper.
3 creation. It enjoysindependent existence from its 3 Y et there are two qualified potential buyers
4 parent under law. Should it independently qualify for 4 of theassetsin front of you. Unlike other cases where
5 certificates of service for the area? Because of the 5 alternative purchase offers, and I'll emphasize offers,
6 prevalence of public water districts in Camden County, 6 may have been raised for comparison in an asset purchase
7 something | will mention in my remarks later, and the 7 docket, here there are two rival potential purchasers
8 growing popularity of the nonprofit water and sewer 8 both considered qualified by the bankrupt seller and
9 entitieswho have intervened in this case, | think one 9 already under written contract to buy the property for
10 couldjustifiably question whether it is still necessary 10 thesameprice. Theonly credentia that separates OUOC
11 or convenient for apublic utility, aregulated rate of 11 from the Joint Biddersis OUOC matched the Joint
12 return public utility, to serve the Osage Water Company | 12 Bidders' last bid.
13 customers. 13 Truly the question before the Commission is
14 So in multiple ways this application is far 14 which of these two qualified potential buyers of the
15 different from any the Commission has considered before. | 15 Osage Water Company assets will better serve the public.
16 Because this application and the relationship with the 16 You have considerable discretion in elaborating on the
17 parties before you are quite dissimilar from what is 17 factorsinvolved in the public interest. Harm to
18 customary, | submit too that the standard of review you 18 ratepayersisdefinitely one of those factors.
19 should apply should be appropriately tailored. And 19 Efficiency and economy in the use of facilities devoted
20 repeatedly you have been told that your rules and case 20 to public useis certainly another.
21 authority on sale of assets would require that you 21 Indirectly | represent 216, half or more of
22 approvethesaleif it isnot detrimental to the public 22 the approximate 420 to 424 customers of Osage Water
23 interest. Stated maybe alittle differently but maybe 23 Company. | should add that there are 202 unit owners at
24 inasharper lens, will the proposed sale work a 24 Cedar Glen but they represent 216 of Osage Water
25 detriment to the public. That has been an expression of 25 Company's customer accounts. Those unit ownersin turn
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constitute the greatest segment of the public served by

Osage Water Company and the greatest segment of the
public which will be directly affected by the outcome of
thiscase. And one of the Joint Bidders, Public Water
Supply District No. 5, has offered to provide water and
wastewater service to Cedar Glen unit owners. Itsbid,
which is part of thejoint bid, is exclusively for the
Osage Water Company water distribution and wastewater
facilities currently serving the condominiums.
Extending District No. 5's services to Cedar
Glen has been discussed between the managing boards of
each of these entities. It's also been discussed with
the unit owners. Currently Cedar Glen Condominiums are
outside the District No. 5 service territory, but the
boundary of the district is not more than 1,100 feet
away. Annexing Cedar Glen is part of District No. 5's
plans to expand.
If the district is permitted to purchase the
Osage Water Company assets, the Cedar Glen Board of
Directors has agreed with the district to voluntarily
annex the condominiumsinto the district. Mr. Ken
Hulett, who is the current president of the Board of
Directorsfor Cedar Glen, has observed in his rebuttal
testimony that approving a public utility at this hour
to serve Cedar Glen will effectively superimpose a new
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regulated company over what the district plans to serve

in the future.
These annexation plans are known to the Cedar

Glen unit owners as | have mentioned and as you will see
reflected in the 70 or so public comments that are filed
inthis case. They know about this. They know about
the expansion. And | have a sampling of those public
comments. | only have three. | will not read all of
them. | thought they would beillustrative for you to

hear.

Mr. Ron Darling writes, and they have

different names for parties in these comments but I'm
going to read them verbatim. | am deeply concerned with
the pending purchase of the Cedar Glen water and sewer
system by Central States Water Resources. It appears
they overbid and would seek a quicker return on their
debt load by their investors. | would prefer the

purchase by PW Supply No. 5. They are local, know their
customer base, would not overestimate repair costs and
know the local contractors for any work necessary. Our
costs would be more reasonable over time.

Dianne Blake writes, | feel the best option

for Cedar Glen Condos would be Public Water Supply No.
5. Thiswould be in our best interest as they are local

and not a private company looking to use our complex to
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increase profits and to remedy problems with other

systems such as the KK system and make money for
investors. We have unfairly compensated for these other
systems for many years rather than focus on our own
water supply. Please help us keep our rates reasonable.
Finally, Allan Poole writes, please do not
allow the takeover of Osage Water by Osage Utility Water
Company. Public Water Supply District No. 5is much
preferred. Itislocal and nonprofit. The Osage
Utility Water Company is not local and is operated for
profit which virtually guarantees big rate increases
over the coming years. Cedar Glen residents, all 200
units, strongly urge you to reject Osage Utility Water
Company.
The other comments on file they voice similar
themes. Thedistrict is favored because it is not
profit, islocal and will have more reasonable rates
over time than aregulated utility. While the
receivership of Osage Water Company was running its
course, the water distribution and wastewater services
provided by public water supply districtsin Camden
County served more and more customers. The Commission
has approved sales of previously regulated water and
sewer assets to Public District No. 4 of Camden County,
for instance.
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For example, in June of 2015, the Commission

approved in File No. WM-2015-0231 the sale of the assets
of Ozark Shores Water Company to District 4, asale
which involved service to approximately 1,860 water
customers. In April of 2017, the Commission approved
File No. WM-2017-018 the sale of the assets of Lake
Region Water and Sewer Company to District No. 4. That
saleinvolved 683 water customers and 925 sewer
customers.
Cedar Glenis going to offer the testimony of

two witnesses today. Mr. David Krehbiel isaconsulting
engineer and serves as a consulting engineer for

District No. 5. Among other matters, he will discuss

the location of the District 5 service territory and its
proximity to Cedar Glen. He will also talk about the
benefits of district water and sewer services to Cedar
Glen and in particular how interconnection of the water
systems can be achieved and how that solves an emerging
issue concerning a secondary water source for Cedar Glen
and | think to some extent for the district. He also
responds to several pointsin the direct testimony of
OUOC'switnesses and | think the Staff.

Ken Hulett, who I've mentioned already, is

Cedar Glen's second witness. Heisthe president of the
Condominium Owners Association and he testifiesto the
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association's strong interest in obtaining services from

the district and how the unit owners will be best
served.

The evidence in this case will show that the
detriments to the public which would result from OUOC's
acquisition of water -- of Osage Water Company's water
distribution and wastewater systems outweigh any
benefits of that acquisition and its application should
be rejected.

JUDGE DIPPELL: Arethere Commission
guestions?

CHAIRMAN SILVEY: Thank you. I'll ask you the
same question | asked the Company. What do you think
that this Commission can consider when determining what
is not detrimental ?

MR. COMLEY: What isnot detrimental? | think
it was the AG Processing case, Judge Dippell, that we
were trying to grasp at. The Supreme Court has
indicated that one of the elements that you can consider
and you should consider is the impact on the ratepayer
and you can do that now in an asset purchase case.

Theissuel think in that case was an
acquisition premium. But now there's another factor
here and that is there are two competing qualified
entities under contract to buy these assets. That |
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think isafactor in itself on which of these would do

more good than harm.

CHAIRMAN SILVEY: Soif we wereto deny this
acquisition and it were to go back to the bankruptcy
court, can the bankruptcy court reject the Joint
Bidders' application or can the Joint Bidders withdraw?

MR. COMLEY: My understanding isthat the
Joint Bidders are on the hook. If this applicationis
rejected, the trustee is going to point right at them

and say you're next, you've got to buy these assets at
that price and that price is still open. | don't think
therewill be any delay. No, therewon't be an
opportunity to withdraw. The trustee will enforce that
agreement. And | think the terms are fairly identical.
Staff would have copies of each of those agreements.
But with the exception of how they are phased, they are
identical agreements.

CHAIRMAN SILVEY: Do you have any indication
of how long that process would take?

MR. COMLEY: No, | don't.

CHAIRMAN SILVEY: Okay. And doyou have
authority to speak on behalf of all of the owners of
Cedar Glen in stating their opposition?

MR. COMLEY: Weéll, not necessarily. And |
mentioned | indirectly represent them. | represent the
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1 Homeowners Association. The voice of the association | 1 1 don't think they're going -- | will speak for them. |
2 would say isMr. Hulett. But given the extent of the 2 don't think they're going to worry about increased delay
3 comments -- 3 if they can get their rates at the same rate that
4 CHAIRMAN SILVEY: Youread usthree. How many | 4 everybody else paysin that area. And there€'s going to
5 didyou receive? 5 beevidencein therecord -- I'm presuming there will be
6 MR. COMLEY: | think there's over 70 and that 6 evidencein the record showing the district rates are 78
7 would represent | think close to 17 percent of the 7 bucks combined. We may face increases twice that much
8 entire customer base of Osage Water Company and pretty 8 for thisutility company. There would be that much
9 closeto 33 percent of the people that live at Cedar 9 discrepancy intheratesin thisarea. And | think -- |
10 Glen. I'm not sure whether the Commission has ever seen 10 would submit to you that Cedar Glen unit owners don't
11 that much response from customersin public comments. 11 want that to happen.
12 It would certainly be arecord. If there were that many 12 CHAIRMAN SILVEY: Thank you.
13 inaKCP&L case, I'mtrying to think 10 percent would be 13 JUDGE DIPPELL: Any other Commission
14 8,000. So there's been abig responseto this. The 14 questions?
15 unit owners| think -- | think it'sfair to say that in 15 COMMISSIONER KENNEY: No, thank you.
16 bulk the unit owners would prefer to be served by the 16 JUDGE DIPPELL: Thank you, Mr. Comley. Lake
17 district in the future. 17 Area, MO Water and Public Water Supply District?
18 CHAIRMAN SILVEY: Okay. No further questions |18 MR. ELLSWORTH: Good morning, Commissioners,
19 atthistime. Thank you. 19 Judge Dippell, Chairman. My nameis Aaron Ellsworth. |
20 MR. COMLEY: May | answer a question that you 20 represent the Joint Bidders we'll call them. That's
21 posed to the Office of Public Counsel? | think we need 21 Public Water District No. 5, Lake Area Wastewater
22 to keep in mind that Cedar Glen residents, aswell as 22 Association and Missouri Water Association. | have to
23 theresidentsin Chelsea Rose, Eagle Woods, Cimarron 23 admit I'm alate guy. | think it's appropriate to say
24 Bay, they have al been putting up with less than the 24 I'mafish out of water at PSC hearings. Thisis not
25 best service throughout the course of this receivership. 25 what | typically do, right.
Page 71 Page 72
1 A year or two ago | agreed to represent a 1 they'reintending to make improvements to these systems
2 dsleepy little sewer district down in Camden County and | 2 that aren't required. Chairman Silvey, earlier you
3 now I'm here. Theissues brought are very interesting 3 talked about these systems being in dire need of repair.
4 before the Commission. The entities | represent are all 4 Potentially, you know, could there be potential harm to
5 nonprofit. With respect to the Public Water District, 5 the consumer currently. In the Staff's recommendation,
6 1'm not surethey even get paid. They all live within 6 the DNR reported no unsatisfactory conditions at Cedar
7 thedistrict. With respect to Lake Area Wastewater 7 Glencurrently. Now, | agreethat over thelast 10, 14
8 Association and Missouri Water Association, they have | 8 years Osage Water Company has not reinvested money into
9 members. Those members form the board and they 9 those systems. They've let them kind of limp aong.
10 determine what salariesare. These are al nonprofit 10 Do they need repairs? Yes. Isitdireat
11 organizations. 11 thispoint to the effect that we should worry about the
12 So, you know, the application about, the one 12 delay? Of course, we don't want delay. | don't think
13 you guys are hearing today, is about profit. | mean, 13 it'sadiresituation. And | think the evidence will
14 you will seelevelsof built in profit for Osage Utility 14 show that. We do have four systems. It appears that
15 Operating Company. It's how they operate. It's not 15 there are not DNR reports on the other ones but there
16 bad. | mean, welivein the capital society. When 16 doesn't seem to be any type of health or imminent harm
17 there are other aternatives, | ask you to keep in mind 17 tothe user currently that I'm aware of or that I've
18 the consumer. The consumer will bethe biggest loser | 18 seenin any of the documents.
19 hereif we approve the application. They will face 19 There were a couple other things that were
20 ratesthat will be two or three times higher. It hasn't 20 brought up. One other point, too, isthat even with
21 been pinned down in their datarequests. It probably 21 respect to the Cedar Glen water, it appears to be fine
22 won't be pinned down in their testimony at exactly what | 22 in those reports aswell. What is unfortunate in this
23 will they be coming back on arate increase and asking | 23 process and | have alittle bit more history and
24 forinacoupleyears. 24 background on it because | was involved in the
25 I will tell you from my review it appears that 25 bankruptcy proceeding. There was some mention of a
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1 delay in application. The process was the same for 1 Company, and they put out the first bid. It was
2 everybody. 2 $465,000. And then everybody had to -- | think maybe
3 We started in circuit court, multiple bids 3 they were 455. We had to match that. Weall had to
4 multipletimes. The question was asked why didn't 4 deposit 40 grand to cometo the auction. We all go to
5 anybody purchaseit before. All the offers were always 5 theauction. They continue to match it so they get
6 contingent on giving me clear title. You don't want to 6 preferential treatment. If it was the other way around,
7 buy something that has ajudgment against it. That's 7 we're here today saying give us, you know, approve our
8 what we had. So circuit court didn't have the power to 8 application. With respect to the application, if it
9 grant cleantitle. So the only option was, and they 9 needsto befiled we'll have that filed immediately. |
10 fought for years over the judgments and who was going to | 10 don't have acontract. | have a contract that's
11 get paid if these went through, and they're still 11 contingent upon their application not being granted.
12 fighting about it in bankruptcy court and they'll 12 What I'm hoping the Commission will hear today
13 probably fight for it long after this proceeding is 13 and gather from the evidence isthat | think you guys
14 over. But that wastheissuein the circuit court 14 have ageneral ability to consider al factors that will
15 proceeding. Ultimately the judge decided who can give | 15 berelevant to what isin the public's interest and
16 clear title, let's put it in bankruptcy. 16 certainly harm to aratepayer. | think thisisthe
17 Bankruptcy judge can give us clear title. He 17 biggest one before you today. But aso consider the
18 can wipe away al the judgments. Only person that has 18 proposal that Osage Utility has.
19 theauthority to doit. So that's why wewound up in 19 The application should state the purchase
20 bankruptcy court. Multiple bidsin circuit court. 20 price and financial terms. We haven't pinned down the
21 Those will be part of the evidence today. 21 financial terms of this. What'sthe loan? Some of the
22 Bankruptcy court, multiple bidders. Weall 22 exhibits shows that we have a$1.7 million loan. It
23 appear at the bankruptcy auction. The terms were the 23 appearsit'sgoing to be at 9 percent. Over how many
24 samefor everybody. They negotiated the stalking-horse | 24 years? That interest is aloan from a parent company.
25 purchaser, Central States, Osage Utility Operating 25 They'rebuilding in al these levels of profit. It'sa
Page 75 Page 76
1 guaranteed loan. You have atrapped consumer basethat | 1 binding contract. In fact, we had to sign an amendment
2 will bepaid. 2 toextend it beyond the closing date and it'sin
3 So the other things that should be considered 3 perpetuity. We still have 40 grand sitting with the
4 arethe proposed improvements and are they necessary. | 4 trustee. If you deny the application, she's calling me
5 That really hasn't been addressed in my opinion. They 5 and say you're next up, I'm going to the bankruptcy
6 say what they wanted to do. Isit necessary? That's 6 court, which | think the bankruptcy court, don't hold me
7 not in the Staff recommendation. How will the 7 toit, but | think they've approved both contractsif |
8 improvementsimprove or correct deficiencies? | don't | 8 understand how it was, but | did not participate in that
9 seethat in the recommendation. | don't seethat in the 9 proceeding.
10 application. Infact, it appears that what is required 10 We're on the hook. We can't walk away. We
11 and what they're proposing are very different. 11 haveto buy it. And plus, | think our presence here
12 And then obviously public interest. So at the 12 today indicates we want to follow through on the
13 end of the day | want you guysto consider all the 13 contract.
14 relevant factorsin determining that this application 14 COMMISSIONER KENNEY: Thank you.
15 approva will be against public interest and denyingit. | 15 JUDGE DIPPELL: Mr. Chairman?
16 JUDGE DIPPELL: Do you have any questions? | 16 CHAIRMAN SILVEY: Just to clarify, you said
17 COMMISSIONER KENNEY:: | haveaquestion. | 17 you haveto buy it?
18 JUDGE DIPPELL: Commissioner Kenney? 18 MR. ELLSWORTH: Yes. We'd be breaching the
19 COMMISSIONER KENNEY: Good morning. 19 contract if we didn't.
20 MR. ELLSWORTH: Good morning. 20 JUDGE DIPPELL: All right then. Thank you.
21 COMMISSIONER ELLSWORTH: Isit your 21 MR. ELLSWORTH: Thank you.
22 understanding that if we deny this application then your | 22 JUDGE DIPPELL: Okay. I think that concludes
23 group of bidders would be granted the contract and then | 23 our opening statements then, and | promised to give you
24 they would, they, the group, would come back to us? 24 dll abreak before we began with the first witnesses.
25 MR. ELLSWORTH: It'safact that we have a 25 Soit'snot quite 10:35. Is 15 minuteslong enough or
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1 207 1 Schedule JC-13C in both a public and a confidential
2 MR. COOPER: If it'sthe normal Commission 2 version. And Exhibit No. 5 will be Mr. Cox's
3 15-minute break, | think it will be. 3 Surrebuttal Testimony.
4 JUDGE DIPPELL: Okay. Well take 20 minutes 4 JUDGE DIPPELL: I'mjust going to clarify for
5 and wewill begin at fivetill. Thank you. We can go 5 thosethat didn't have the benefit of our conversation
6 off the record. 6 with the court reporter earlier. Basicaly the Direct
7 (Off therecord.) 7 Testimony is Exhibit 1. That's everything in the public
8 JUDGE DIPPELL: Let'sgoahead and gobackon | 8 version. The Exhibits 2, 3 and 4 are the schedules from
9 therecord. We're back on the record after our break, 9 Mr. Cox'sdirect testimony that are marked as
10 and we are ready to go ahead and begin with our first 10 confidential. That's correct?
11 witness. So Mr. Cooper? 11 MR. COOPER: Correct.
12 MR. COOPER: Yes, Judge. Do you want usto 12 JUDGE DIPPELL: I'm saying that right? Okay.
13 talk our way through the exhibit numbering first or go 13 Andthen, of course, 5isthe Surrebuttal. So
14 ahead and call Mr. Cox to the stand first? 14 Mr. Cooper isgoing to provide -- becausethe 2, 3and 4
15 JUDGE DIPPELL: Youcangoahead anddothe |15 arebasicaly entirely confidential schedules, he's
16 exhibits. That'sfine. 16 going to go ahead and provide a public version which
17 MR. COOPER: Okay. Mr. Cox hasdirect and 17 will basicaly just be a sheet that saysthisis
18 surrebuttal testimony. However, there are three 18 confidentia initsentirety. But when it goesinto our
19 scheduleswithin his direct that are confidential. So 19 electronic filing system, that will show up so that if
20 we're going to mark those separately which resultsin 20 someone from the public istrying to access that exhibit
21 Exhibit No. 1 being Josiah Cox Direct, Exhibit 2P and 2C | 21 they will see that they're not able to access it because
22 being his Direct Schedule JC-2C in apublic and a 22 it'sconfidential initsentirety. Sothisisthe way
23 confidential version. Exhibit 3P and 3C will be Mr. Cox | 23 Mr. Cooper proposed doing this. So we're going to give
24 Direct Schedule JC-3C againin a public and confidential | 24 it atry, but don't think that you have to change your
25 version. Exhibit 4P and 4C will be Mr. Cox Direct 25 numbering to match thisif you have proposed to do it

Page 79 Page 80
1 another way. All right. 1 contained in Exhibits 1 through 5 today, would your
2 MR. COOPER: At thistime then, Judge, we 2 answers be the same?
3 would call Mr. Josiah Cox to the stand. 3 A. They would.
4 (Witness sworn.) 4 Q. Arethose answerstrue and correct to the best
5 JUDGE DIPPELL: Thank you. All right, Mr. 5 of your information, knowledge and belief?
6 Cooper, you can go ahead. 6 A. Yes, they are.
7 JOSIAH COX, being sworn, testified as follows: 7 MR. COOPER: Y our Honor, | would offer
8 DIRECT EXAMINATION BY MR. COOPER: 8 Exhibits 1 through 5 into evidence.
9 Q. Please state your name. 9 MR. COMLEY: Your Honor, with respect to
10 A. My nameis Josiah Cox. 10 Exhibit 5, the surrebuttal testimony of Mr. Cox, Cedar
11 Q. By whom are you employed and in what capacity? | 11 Glen renews its motion to strike select portions of his
12 A. I'memployed by CSWR, LLC. I'mthepresident |12 testimony, hissurrebuttal testimony, and so as not to
13 of the company. 13 burden the transcript | would ask the Regulatory Law
14 Q. Haveyou caused to be prepared for the 14 Judge, Judge Dippell, if you would permit us simply to
15 purposes of this proceeding certain direct and 15 notethefiling of that motion and let it speak for
16 surrebuttal testimony in question and answer form? 16 itself instead of going through with the record today.
17 A. | have 17 MR. ELLSWORTH: The Joint Bidders would join
18 Q. Isityour understanding that that testimony 18 in Mr. Comley's motion.
19 has been marked as Exhibits 1 through 5 for 19 JUDGE DIPPELL: All right. | will overrule
20 identification? 20 your objection and notes the motion that was previously
21 A. Yes. 21 filed isthe objection. Arethere any other objections
22 Q. Do you have any changesthat you would liketo | 22 to Exhibits 1, 2 both public and confidential, 3 both
23 maketo that testimony at thistime? 23 public and confidential, 4 both public and confidential
24 A. No. 24 and Exhibit No. 5? Seeing no other objections, then |
25 Q. If I wereto ask you the questions that are 25 will receive those into evidence.
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1 (COMPANY EXHIBITS 1, 2P, 2C, 3P, 3C, 4P, 4C 1 MS. PAYNE: Thank you, Judge. Good morning,

2 AND 5 WERE RECEIVED INTO EVIDENCE AND MADE A PART OF | 2 Mr. Cox.

3 THISRECORD)) 3 THE WITNESS: Good morning.

4 MR. COOPER: Thank you, Your Honor. Wewould 4 CROSS-EXAMINATION BY MS. PAYNE:

5 tender Mr. Cox for cross-examination. 5 Q. HasOsage Utility Operating Company requested

6 JUDGE DIPPELL: Just one second. Okay. And | 6 approval of any financing for this acquisition?

7 forgot to say at the very beginning that we would follow 7 A. They have not.

8 the proposed order of witnesses and order of 8 Q. And has the Company obtained engineering

9 cross-examination, and so forth. Again, for the benefit 9 reports or any other evidence or documentation of the
10 of thosethat don't practice here regularly, we usually 10 proposed improvements that were made in its application?
11 do direct and then cross-examination in the order, we 11 A. Wedo not have final engineering reports for
12 have questions from the Commission, we alow further 12 any of those proposed improvements, to my knowledge.
13 cross-examination based on questions from the bench and 13 Q. Have you seen any engineering reports or other
14 thenwe do aredirect at the end. 14 documentation of any other improvements proposed by any
15 Because we had -- Because I'm allowing 15 other parties to this matter?
16 additional information based on Staff's recommendation, 16 A. | have. I'veread the joint applicants, some
17 when we do the direct you will have the opportunity to 17 of their comments on what they think the improvements
18 put in alittle more than you might normally doin a 18 should be or repairs.
19 Commission proceeding. So you didn't have anything 19 Q. Do you agree with those proposed improvements?
20 further at thistime, Mr. Cooper, with regard to 20 A. | donot.

21 response to Staff's recommendation? 21 Q. Thank you. Isit your understanding that a

22 MR. COOPER: Its revised recommendation, no, 22 federal bankruptcy court has ruled that Central States

23 wedo not. 23 Water Resources was the winning bidder of the bankruptcy
24 JUDGE DIPPELL: Okay. Then let'sgo ahead 24 auction regarding the Osage Water Company assets?

25 with cross-examination from the Staff? 25 A. Yes, maam. | was at the bid mysalf.

Page 83 Page 84

1 Q. IsCentra States Water Resources the only 1 dilapidation that's going on. So absolutely is not

2 bidder that's authorized to purchase the assetsby that | 2 detrimental for our firm to buy these assets.

3 federa bankruptcy court at thistime? 3 MS. PAYNE: Thank you. | have no further

4 A. That iscorrect, currently at thistime. 4 questions.

5 Q. Okay. And areyou aware of the other bidders | 5 JUDGE DIPPELL: Arethere questions from Cedar
6 to that bankruptcy auction? 6 Glen?

7 A. lam. It'scaled thejoint applicants, or 7 MR. COMLEY: Thank you, Judge.

8 what are we calling those guys, the lake area -- the 8 CROSS-EXAMINATION BY MR. COMLEY:

9 Joint Bidders, sorry, excuse me, the Joint Bidders, yes. | 9 Q. Mr. Cox, | understand that in 2005 or so you

10 They're the other people who have tried to bid it | 10 formed an LLC called Trumpet, LLC; isthat correct?
11 guess. 11 A. Yes, dir.

12 Q. Arethey the only other bidders? 12 Q. Areyou dtill affiliated with Trumpet, LLC?

13 A. They are not the only other bidder. Therewas |13 A. No, sir.

14 another bidder that was present there at the auction 14 Q. Let meask youthis. Areyou a professional

15 that would be Missouri-American Water. 15 engineer?

16 Q. Okay. Thank you. Andisyour applicationin |16  A. No,sir.

17 the public interest in your opinion? 17 Q. On page 3 of your direct, | think | have your

18 A. | absolutely believe our applicationis public | 18 testimony correct, you're an administrator for arural

19 interest especially given the state of the systemsthat | 19 sewer district; is that correct?

20 we're attempting to purchase. 20 A. Yessir.

21 Q. Would you say it's not detrimental to the 21 Q. | amassuming it'saMissouri rural sewer

22 public interest? 22 district?

23 A. 1 don't know how you could be any more 23 A. Yessir.

24 detrimental than the current state of affairsat Osage |24 Q. Whereisthat? Whereisit?

25 Water just dueto the state of disrepair and 25 A. It'sSemaVillage Sewer District.
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1 Q. Canyou spell that? 1 A. | don't know the technical answer to that

2 A. Sel-m-aVillage. 2 question, Sir.

3 Q. I'munaware where that Selma Villageis 3 Q. Ms. Payne asked you about the auction process
4 located. Isthat onthe east side? 4 at thefederal level. Regarding that process, isn't it

5 A. Thatiscorrect. Near Crystal City, Missouri. 5 truethat Central States Water Services matched the bid
6 Q. Thank you. Inyour position as administrator, | 6 that was supplied by the Joint Bidders?

7 | suspect you've become familiar with the manner in 7 A. Thatiscorrect.

8 which therates are set by that rural sewer district? 8 Q. Would you also agree that if Osage Utility

9 A. Yes, sir. 9 Operating Company is not able to close on the Osage
10 Q. Isittruethat the rates are set without any 10 Water Company assets the trustee has an agreement to
11 consideration of profit? 11 sell those assetsto the District No. 5 and the two
12 A. Yes, gr. 12 nonprofit associations, the Joint Bidders?
13 Q. Now, | understand that there's some surplus 13 A. I'mnot familiar enough with the bankruptcy
14 that'sinvolved in thoserates. Would that beacorrect | 14 process. | understand that our contract, my contract
15 statement? 15 dtipulatesthat we had to put a deposit down and so if
16 A. That iscorrect. 16 wedidn't close on the transaction barring certain

17 Q. But that surplusis allowed not for 17 stipulationsin the contract, then we would either be

18 distribution to shareholders or to customers; is that 18 forced to give up our deposit or consummate the

19 correct? 19 contract.

20 A. Thatiscorrect. 20 Q. Let medirect you to page 7, line 10 of your

21 Q. I'massuming that there's an elected board 21 surrebuttal for amoment. It's going to take me a

22 that manages the district? 22 minuteto get theretoo. Forgive me

23 A. Appointed board. 23 A. What was the page again, sir?

24 Q. Appointed board. Areratepayersgiven a 24 Q. It'spage?,line 10. Reading therel have

25 chanceto voice how the board is elected or appointed?| 25 further, should OUOC not be able to close on the Osage

Page 87 Page 88

1 Water Company assets, the trustee has authority to sell 1 beobtained. Would that be correct?

2 the assetsto District 5, Lake Area Wastewater 2 A. Yes, we have arange of times that we're

3 Association and Missouri Water Association, the first 3 accustomed to.

4 backup bidders, subject to receiving all necessary 4 Q. Would that range of time be within 12 to 24

5 regulatory approval. Isthat acorrect reading of your 5 months?

6 testimony? 6 A. Yes, that iscorrect. We anticipateit to be.

7 A Yessir. 7 Q. After those improvements are made, at some

8 Q. | understand that if OUOC is approved by the 8 point you will come to the Commission for purposes of a
9 Commission that the Company intends to charge the same 9 rate increase reflecting the cost of those improvements?
10 rates as Osage Water Company; isthat correct? 10 A. Thatiscorrect. Any improvementswe made we
11  A. Thatiscorrect. 11 will seek recovery for before the Commission.

12 Q. And during the time those rates are in effect, 12 Q. Intherate case aswell you would seek

13 OUOC would be undertaking the improvements that you and | 13 recovery of the costs of the assets?

14 Mr. Thomas had described in your respective testimonies? | 14 A. Thatis--yes, sir.

15 A. Yes, sir. Our typical standard practice we 15 Q. If my mathis correct, the total amount of

16 would haveto -- we have to engage a third-party 16 your investment in the systems and your improvements
17 professiona engineer, we have to do final engineering 17 would bein the range of $3 million; isthat correct?

18 design plans, we have to process those final engineering 18 A. That isour current estimate.

19 design plans with the Missouri Department of Natural 19 Q. Isthat apreliminary estimate or isthat

20 Resourcesto get construction approval before we can 20 something that is considered accurate?

21 construct those. So there would be atime period in 21 A. It'sapreliminary estimate since we don't

22 which we are getting the plans permitted by DNR before 22 havefina engineering plans done.

23 the actual improvements the process would change. 23 Q. During that rate increase request you would be
24 Q. | suspect you've anticipated that there would 24 expecting areturn on your investment, would that be
25 be an estimated time in which al those approvals would 25 correct?
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1 A. Yes, sir. 1 be as competitive as the commercial markets?

2 Q. You've asked for adehit incentive -- a debit 2 A. It'sall about the risk adjusted return that

3 acquisition incentive in this case; is that correct? | 3 theindividual lenderswant to loan usto. | can't

4 think I've got the right terminology. Forgive meif | 4 speak to how the individual private lenders, you know,

5 don't. 5 createtheir debt costs.

6 A. What we've agreed, what we've asked for | 6 Q. Haveyouincurred debt at 10 percent or above

7 guessin the summation of thisisthe purchase pricebe | 7 inthe past?

8 recognized as rate base. 8 A. lhave

9 Q. Soif that's approved, you would want to have 9 Q. Areyou anticipating that that debt might be
10 that purchase price considered -- arate of return on 10 at that interest rate?
11 that particular item? 11 A. Canl correct? | have not. Wehaveasa

12 A. Obvioudy subject to Commission approval we | 12 company.

13 would look for that. 13 Q. You have asacompany?

14 Q. Wevetalked alittle bit about the debt you 14  A. Correct.

15 might incur on this. It's not going to be obtained on 15 Q. | understood that's what you meant. Excuse

16 the commercial market; would that be correct? 16 me. Asafor-profit entity, OUOC would not qualify for
17 A. That's not correct yet. We're still in the 17 any kind of tax exempt financing; is that correct?

18 process of looking at obtained debts on the commercial | 18 ~ A. Not that I'm currently aware of.

19 market. 19 Q. With respect to the amount of money that you

20 Q. Onthe commercial market? 20 would want to borrow at this point, you have not advised
21 A. Correct. 21 the Commission or the parties about how much you might
22 Q. Areyou also looking with respect to private 22 borrow; isthat correct?

23 lenders? 23 A. Thatiscorrect.

24 A. Weare. 24 Q. Soyou're anticipating that there would be

25 Q. Would you expect the private lenders ratesto | 25 capital infusions from the members in the OUOC company

Page 91 Page 92

1 or shareholdersin the OUOC company? 1 Osage Water Company customers, correct meif 1I'm wrong,
2 A. Yeah, there would be capital infusion from 2 Mr. Cooper.

3 Central States Water Resources, CSWR, LLC. 3 MR. COOPER: | think 420 on one side and 402

4 Q. And that capital infusion, would that be based 4 on the other side.

5 onaloan or would that be on agrant? 5 BY MR. COMLEY:

6 A. That would be an equity infusion. 6 Q. So Cedar Glen would represent alittle more

7 Q. When the equity infusion that would begivena | 7 than half of the customer base for Osage Water Company;
8 preferencein terms of returns? 8 would that be correct?

9 A. No,sir. It'spurely an investment. Then the 9 A. Approximately.

10 return comes from asking for a future rate consideration | 10 Q. Doyouthink it'sfair to say that the cost of

11 for investments made in the systems. 11 serving those 216 customers at Cedar Glen let's say for
12 Q. | have afew questions about Cedar Glen. | 12 water service would be less per customer than it would
13 wanted to confirm with you, and | think it'sin the 13 be per customer for the other Osage Water Company

14 Staff's recommendation, but just to make sure | haveit | 14 service areas?

15 correctly and I've said it in my opening statementthat |15  A. No, | do not believe that's true.

16 your understanding is that there are 216 customer 16 Q. The cost of service would be the same for

17 accounts at Cedar Glen; would that be correct? 17 those 216?

18 A. There's some discrepancy between water and 18 A. It potentially could be more for Cedar Glen

19 wastewater | think in those counts, but | believe 216 is | 19 than for the rest of the systems depending on the final

20 close. 20 improvementsthat arerequired. Cedar Glen is one of

21 Q. Okay. And all of these customer accountsare | 21 thefew -- isthe only system inside the group of Osage
22 located within the condominium project; would that be | 22 Water systems that has a population over 500. Over 500
23 fair to say? 23 population actually requires two sources of drinking

24 A. Yes, sit, | believethat istrue. 24 water and groundwater storage, boosters, pumps and also
25 Q. | think Mr. Cooper said there are about 420 25 need adisinfection, backup disinfection.
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Q. | think that's been an issue between Mr.

Thomas and Mr. Krehbiel on whether or not that secondary
source, isthat correct, | think there's been some
dispute about that in the testimony?

A. Youknow, I'm just going by Missouri state
minimum design guidelines.

Q. Thank you. Let me giveyou an example,
though. Wouldn't density of population at a particular
site influence the economy of scale in preparing arate

for service?

A. It al depends on the amount of improvements
on aper customer basis.

Q. Would | be correct to say that OUOC would not
have arate that's specific to the Cedar Glen residents
if it is approved to acquire the assets?

A. Sincewe're adopting the existing tariff, the
answer is no, there'sasingle tariff regardless of
where the customer is.

Q. Inthefuture, would you anticipate that there
would be aregion specific tariff that would cover the
Cedar Glen residents?

A. Itwould just depend on what the final
improvements are and what the makeup of the entire

O©oo~NOOODWNPE
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Page 94
Resourcesis affiliated with is the Hillcrest Utility
Company, as | understand?

A. Thatiscorrect, sir.

Q. Andit wasadistressed company aswell, am |
correct?

A. Yes, sir. When we purchased Hillcrest, they
werein the middle of a nine-week boil order because the
exhaust vent in the water tower had rusted out so there
was fecal matter in the drinking water system. The

wastewater lagoons were under an Attorney Genera
enforcement action. Infact, | don't think Fannie Mae
and Freddie Mac were doing mortgages to the homesin
that community due to the distressed nature of the
lagoon system as well.
Q. Do you recall what the rates were for
Hillcrest at the time you took over the assets?
A. I'msorry, sir, | don't know off the top of my
head.
Q. Do you know what the rates are now?
A. | don't know the exact rate off the top of my
head.
Q. Hillcrest came to the Commission for rate
relief; isthat correct?

24 company was at that point. 24 A. | don't understand your question.
25 Q. One of the companiesthat Central States Water 25 Q. After you acquired the company and you
Page 95 Page 96

1 operated for awhile, did you cometo the -- did 1 that water isrequired?

2 Hillcrest come to the Public Service Commission and 2 A. No, sir, I'mjust saying thereis no

3 acquire arate increase? 3 disinfection currently.

4 A. Yes. After al theimprovements were 4 Q. Itisnotrequired, isit?

5 constructed in Hillcrest, it came before the Commission | 5 A. It'snot required unless there's an ecoli test

6 for rateincrease. 6 positivein the system.

7 Q. Sothereisacasethat has been filed with 7 Q. Do you know whether or not thisisa

8 the Commission for that rate relief; isthat correct? 8 recommendation from Mr. Thomas?

9 A. Thatistrue, sir. 9 A. | don't know if that's arecommendation of

10 Q. Do you have any recollection of the results 10 Mr. Thomasor not.

11 and approvalsin that case? 11 MR. COMLEY: Your Honor, | have some questions
12 A. | have general recollections. Obviously | 12 concerning one of the confidential schedules that

13 participated in that case. 13 Mr. Cox attached to his direct testimony, and because of
14 Q. Do you know what the request for rate relief 14 that | would ask that the Commission schedule some sort
15 was? Canyou tell uswhat that is? Don't worry about 15 of anin-cameraproceeding for all of usif we do al

16 it. I'll get the case. 16 have questions about it.

17 A. | don't remember the numbers, sir. 17 JUDGE DIPPELL: Areyou saying you want to
18 Q. Allright. I'm going to skip to your direct 18 hold that and do that --

19 just for amoment. On page 18 of your direct, page18 | 19 MR. COMLEY: I'll leaveit uptoyou. I'm

20 of your direct, line 20. | think I'll wait until you're 20 happy to do it right now.

21 there. Areyou there? 21 JUDGE DIPPELL: Will there be other -- Does
22 A. | am,sir. 22 anyone at thistime know they will have other questions
23 Q. Your testimony thereisthereis no treatment 23 about confidential schedules?

24 or disinfection of water in the Cedar Glen system, and | 24 MR. ELLSWORTH: It will depend on what

25 my question would be are you saying that disinfection of | 25 Mr. Comley covers, but | do intend to have questions
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1 aboutit. Hemay cover them before | do. 1 (In-cameraproceeding.)
2 JUDGE DIPPELL: We could go ahead | think then | 2
3 and just cover that now and | can alow any other 3
4 cross-examination -- 4
5 MR. COMLEY: Thank you. 5
6 JUDGE DIPPELL: -- whilewe'rein cameraon 6
7 that. Well, then at thistime we will go in camera. If 7
8 there are people in the room that are not able to hear 8
9 anin-cameraproceeding, I'll count on the attorneysto 9
10 point that out and ask those people to leave the room. 10
11 I'm assuming that they have exited the room. 11
12 | can'ttell. Thank you. Heard the door. 12
13 (REPORTER'SNOTE: Thehearingwentintoan |13
14 in-cameraproceeding.) 14
15 15
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
Page 99 Page 100
1 (In-cameraproceeding.) 1 (In-cameraproceeding.)
2 2
3 3
4 4
5 5
6 6
7 7
8 8
9 9
10 10
11 11
12 12
13 13
14 14
15 15
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
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1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22

(In-camera proceeding.)
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(In-camera proceeding.)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 103

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(In-camera proceeding.)
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1 (REPORTER'SNOTE: At this point, public 1

2 session resumed.) 2

3 JUDGE DIPPELL: Sowe're back on the public 3

4 session then and we will resume with the 4

5 cross-examination from Cedar Glen. 5

6 MR. COMLEY: Thank you, Your Honor. | have no 6

7 other questions for Mr. Cox. 7

8 JUDGE DIPPELL: Okay. Isthere 8

9 cross-examination then from the Public Water Supply 9
10 District, et al.? 10 (REPORTER'SNOTE: End of in-camera.)
11 MR. ELLSWORTH: Yes, Your Honor. The Joint 11 MR. COOPER: Judge, | think this was precisely
12 Bidderswould have cross-examination. 12 the numbersthat were a part of the in camera discussion
13 CONTINUED CROSS-EXAMINATION BY MR. ELLSWORTH: | 13 that we were supposed to be having.
14 Q. Mr. Cox, on behalf of my clients| previously 14 JUDGE DIPPELL: | assume that those data
15 submitted some data requests to you. One was state the 15 requests were marked confidential?
16 amount of the purchase price being financed and you 16 MR. HALL: If I can speak on that.

17 referenced the Company. | just want to clarify. Whois 17 JUDGE DIPPELL: Yes.

18 First Round CSWR? 18 MR. HALL: The particular number was marked

19 A. That wasincorrect. It'sCSWR, LLC. It was 19 confidentia with the two asterisks.
20 formerly named First Round. 20 JUDGE DIPPELL: Okay. Do we need to go back
21 (REPORTER'SNOTE: At the request of Judge 21 in camerato discuss?

22 Dippell, page 105, line 21 through 106, line 10 was 22 MR. ELLSWORTH: I'm going to apologize to you,
23 placed in the in-camera proceedings.) 23 Judge Dippell and the Commissioners. Asl said, I'ma
24 24 fish out of water here. This confidential stuff is new

25 25 tome. | apologize. | didn't realize what has been

Page 107 Page 108

1 marked confidential. Yes, that is marked confidential. 1 that of you and Mr. Thomas you talk about different

2 JUDGE DIPPELL: | can make the part of the 2 improvements you propose to make to the Osage Water
3 recording confidential and | can make that part of the 3 Company assets?

4 in camera session, the questioning on the transcript. 4 A. Yes, sSir.

5 Sol can't, you know, take back from the air the words 5 Q. You proposed awell monitoring system, an

6 that were said, but | will do my best to make the record 6 electronic well monitoring system?

7 -- makethat confidential on the record from here 7 A. Remote monitoring system.

8 forward. Arethere-- Do you want to go back in camera 8 Q. Remote monitoring?

9 then and ask those questions? Do you have further 9 A. Correct.

10 questions about the numbers? 10 Q. Do you know what the cost of that is?

11 MR. ELLSWORTH: No, Your Honor, that will be | 11 A. It depends on the exact setup, but it ranges

12 fine. Wedon't haveto go back in. 12 between 5 and $10,000.

13 JUDGE DIPPELL: Okay. | wasn't sureyou 13 Q. Why isit necessary to have the remote

14 actualy got an answer. 14 monitoring system?

15 MR. ELLSWORTH: | didn't | understand, but | 15 A. We use aremote monitoring system to ensure
16 think he had testimony previously. I'll just move on 16 safeandrdiable service. Central States Water

17 for the sake of my own embarrassment. 17 Resources, our standard business practiceisiswhen we
18 JUDGE DIPPELL: | guessjust asagenera rule 18 go buy an asset, we do surveys of the entire asset and
19 of thumb if you're about to talk about a number, it's 19 we geotag those so we know every single utility asset
20 usualy the numbersthat are confidential. 20 that's associated with every system, and then we use

21 MR. ELLSWORTH: Thank you. Now I'm afraidto | 21 remote monitoring to be able to make sure that they are
22 ask questions to try to remember what's confidential and | 22 performing so we're able to see plant production, well
23 what's not. 23 production, that kind of thing simultaneously. That way
24 BY MR. ELLSWORTH: 24 we're able to do preventative maintenance to prevent a
25 Q. Mr. Cox, inyour direct testimony | believe 25 loss of serviceto customers.
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Q. Where does the monitoring actually take place?

Isthat in St. Louis?

A. No. It feedsinto -- We have a computerized
mai ntenance management system that'sin the cloud. So
all our monitoring goes to that. We use Utility Cloud
isthe system we use. That's able to directly alert
both us and our contract operators simultaneously.

Q. Isthat in addition to a physical monitoring
or routine physical monitoring of the systems?

A. Thatistrue. It'sin addition to the routine
physical monitoring.

Q. Isthiselectronic monitoring necessary?

A. | believeit's necessary for providing safe
and reliable service, gives us a double safety to make

O© o ~NO O, WNPR
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12
13
14

Page 110
that in front of me.

BY MR. ELLSWORTH:

Q. Didyou review the DNR sewer inspection
reports for Cedar Glen?

A. | did previously.

Q. Doyourecall the DNR sewer inspection report
states no unsatisfactory conditions at Cedar Glen?

A. | don't remember that, but I've been to Cedar
Glen. Cedar Glenisafailing wastewater plant. The
walls arefailing, the mediaisfailing. We did
independent tests. They failed the tests as well.
That's a system that has been neglected for years and
years. I've gone there multiple times over the years,
and everytime I've seen more and more systemic neglect.

15 surethat consumers are continuing to receivewater and | 15 Theideathat that plant can perform to meet modern DNR
16 sewer servicethat's safe. 16 standards, it's not possible. We've got aton of
17 Q. Haveyou reviewed the Staff recommendation? 17 experience with sand plants all over the country. For
18 A. | have. 18 themost part, sand plants cannot treat for ammonia
19 Q. Do you agree with me that on page 8 -- 19 removal, you know, much less phosphorus removal in the
20 JUDGE DIPPELL: Areyou looking at therevised | 20 future. The disinfection system there was severely
21 recommendation or the original? 21 undersized. There are anumber of issues there.
22 MR. ELLSWORTH: I'msorry. I'mlooking at the | 22 Q. That'swhy you propose installing the MBBE or
23 original. 23 R?
24 JUDGE DIPPELL: Okay. Just soit'sclear. 24 A. TheMBBR. It'samoving bed bio reactor.
25 THE WITNESS: | don't believe| have acopy of | 25 Q. And you're proposing to install that at Cedar
Page 111 Page 112
1 Glen? 1 Q. Yes.
2 A. Based onfinal engineering, you know, 2 A. Wewere evaluating whether that was possible
3 permitting, we have to go through all that. We believe 3 or not. Wedon't know currently.
4 that's the most cost effective solution in order to 4 Q. Today you said if we have more than 500 users
5 bring that system in compliance currently. That's 5 asecond well is required?
6 subject to future review. 6 A. Well, that is minimum design guides right
7 Q. Do you know what the estimated cost of that 7 there. Soit'saquestion of how many residents are
8 is? 8 actually in the condos themselves. There's the question
9 A. | don't remember what it is off the top of my 9 that we have to answer at afuture date and get approval
10 head. 10 from the Missouri Department of Natural Resources.
11 Q. Andthetota preliminary proposal for 11 Q. Youdon't have that figured out as we sit here
12 improvements and repairsto Cedar Glen you have a-- 12 today?
13 your company has approximately $650,000? Do you know? | 13 A. Wedo not have that completely figured out as
14 A. That sounds close to correct. | have to look 14 wesit heretoday.
15 at thetestimony directly. 15 Q. But there are guidelines that say thisis how
16 Q. Over al the systems your proposal isto 16 many users per three-bedroom condo, thisis how many per
17 repairsthat are approaching $2 million, correct? 17 two-bedroom condo, correct?
18 A. | believeit's 1.7 and change. Maybeit's $2 18 A. Thereare-- Those are actually new
19 million. | don't have the exact number in front of me. 19 construction estimates. Y ou can actually use flow rates
20 Q. Mr. Cox, the applicant had previously taken 20 aswell asaproxy for that. Either oneispossible.
21 the position, tell meif I'm wrong, but | believe the 21 Q. Do you agree with mein your direct testimony
22 applicant previously took the position that a second 22 that you -- you or Mr. Thomas' direct testimony that you
23 well was not necessary at Cedar Glen? 23 calculated the customers to be 432 which was two times
24 A. You'retaking about that we previously took 24 the 216 usersin Cedar Glen?

25

the position?

N
(63}

A. Yeah. Thetotal customer count would be water
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1 and sewer customers. That's where that number comes 1 compliance with MDNR upgrades. So wedidn't list any
2 from. 2 gpecific improvements there.

3 Q. Did you include the cost of a second well in 3 Q. Canyou tell mewhat page you're looking at?

4 your $650,000 improvements and repairsto Cedar Glen? | 4 A. It'spage 18, 21 through 23.

5 A. 1 don't remember, sir. 5 Q. Mr. Comley had asked you about Hillcrest

6 Q. Soif youdidn', it could be -- what's the 6 rates. Inthat case the public was also upset about

7 cost of asecond well there, 200,000? 7 Centra States coming in and taking over their system?
8 A. | don't believe so. Probably $100,000 is what 8 A. No, sir. When wetook over the system,

9 | expect to drill adeep water well in Camden County. 9 everyone recognized there were problems that needed
10 Q. So your estimate could be as much as, | 10 remedied.

11 understand thisis preliminary, without being an 11 Q. They were upset about therates. If you don't
12 engineer, it could be 750,000 instead of 650,000? 12 have knowledge, that's fine.

13 A. If wedidn't include that original on the 13 A. There were people, there were some people that
14 origina estimate, | don't remember. 14 were upset by the rate increases, yes, | agree.

15 Q. If youdidincludeit in the original 15 Q. You agree nobody likes to pay more, right, we
16 estimate, would you have included that in your direct 16 want to pay less?

17 testimony -- in your rebuttal testimony, because you 17 A. Noonelikesto pay more, | agree with that,

18 listed out the improvements you intended to make, 18 sir.

19 correct, your company intended to make? 19 Q. Do you agree with me that Hillcrest rates are
20 A. If you give me asecond I'll turn to the 20 currently $152?

21 pages. 21 A. | don't remember what their exact rates are.

22 Q. [I'll try to help you find them. 22 Q. Isthat approximate?

23 A. Yeah, that would be great. No, | believel 23 A. | don't remember, sir.

24 state | say that our company proposesto invest in 24 Q. Do you provide them water and sewer?

25 upgrades and make the water system viable and maintain | 25 A. Wedo provide water and sewer.

Page 115 Page 116

1 Q. OnElm Hills, were the users there were they 1 Q. Do you understand the difference between being
2 upset about the rates charged by Central States? 2 at the auction and then -- We were both present at the
3 A. Elm Hills adopted existing tariffs. There's 3 auction, right?

4 never been arateincrease at EIm Hills. 4 A. Correct.

5 Q. Do you know what the rates are there? Are 5 Q. But there was no bankruptcy judge there,

6 they $140? 6 right?

7  A. No,sdir. I don't know if they are, but 7 A. You know, sir, that bankruptcy proceeding is
8 they're significantly less than that. One of those 8 above my pay grade. | don't know exactly how federal
9 systemsisareceivership system very similar to Osage, 9 bankruptcy works. | know | was at the auction and

10 been abandoned for probably 10 years. Another system 10 participated in the auction.

11 State Park Village, they were an active polluter in a 11 Q. We participated in the auction with the

12 state park. We had to do an agreement on consent 12 trustee present and their attorneys who sold the asset,
13 abatement order to bring that system back in compliance | 13 correct? Y ou're still not sure?

14 which we've done. 14 A. Canyou say that again? | didn't understand
15 Q. When did that operating company acquire EIm 15 the question.

16 Hills? Do you recal? 16 Q. Present that day was the trustee Jill Olsen,

17 A. | don't remember, sir. 17 right?

18 Q. Wasit lessthan two years ago? 18 A. Yes, | remember her being there.

19 A. | don't remember. 19 Q. And then her attorney Spencer Fane?

20 Q. Mr. Cox, earlier you testified that you said 20 A. | doremember Spencer Fane aswéll, sir.

21 that you were present when the bankruptcy judge approved | 21 Q. Doyou recall there being a bankruptcy judge
22 the Central States purchase of the Osage Water Company | 22 there?

23 assets? 23 A. | don't recal how they did the auction. |

24 A. That'scorrect. | wasthere at the auction 24 didn't know if there was a judge there or not.

25 myself. 25 Q. Do you know if following the auction if then
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1 Jill Olsen, the trustee, through her attorney Spencer 1 JUDGE DIPPELL: All right. Arethereany

2 Fane went to bankruptcy court to get approval of the 2 cross-examination from Public Counsel?

3 auction results? 3 MR. HALL: Absent any questions from the

4 A. Yes, the auction results were approved by the 4 Commission, Public Counsel withholds any questions at
5 federal bankruptcy judge. 5 thistime.

6 Q. Youweren't present when they approved the 6 JUDGE DIPPELL: All right. Arethere

7 results; you weren't at the bankruptcy proceeding? 7 questions from the Commission? Chairman Silvey?

8 A. No, | was not at the bankruptcy proceeding. 8 CHAIRMAN SILVEY: Thank you.

9 Q. You don't know whether or not that order 9 QUESTIONSBY CHAIRMAN SILVEY:
10 approves both your first stalking-horse purchaser bid 10 Q. Isthe acquisition premium or the existence of
11 and the Joint Bidders bid? 11 an acquisition premium a necessary part of your bid?
12 A. | don't understand the legal technical part of 12 A. Inthisscenario, yes.
13 that. So| don't know how to answer your question 13 Q. Soitwas stated earlier in the proceeding

14 there. 14 that this process, including | believe your initial bid,

15 Q. Well, that'swhat | want to clarify because 15 predated the existence of an acquisition premium rule?
16 earlier you did state that the bankruptcy judge approved | 16 ~ A. There were multiple bids over the course of

17 it that day at the auction? 17 Osage Water that we participated in. So, you know,

18 A. Approved my bid? 18 you'd haveto give me thetime frame. The bid --

19 Q. Just your company's purchase of the assets. 19 Q. When wasyour first bid?

20 It didn't occur at the auction is my point, right? 20  A. | don't remember, sir. The previous receiver

21 A. You understand that process better than | do, 21 put this-- the whole set of systems, Osage Water, out

22 sir. | don't understand the differentiation you're 22 tohid. Wewerethe only onein that original bid

23 trying to make there. 23 process that were willing to purchase all the assets.

24 MR. ELLSWORTH: That'sfair enough. No 24 So it goes back to a previous statement | think one of

25 further questions. 25 the attorneys made that American-Water maybe ten years

Page 119 Page 120

1 agotried to buy al these systems. They only tried to 1 meif I'mwrong. -- and yet your initial bid wasin

2 buy Cedar Glen. They didn't want al of the other 2 2017, 2018, somewhere at least ayear prior to that, why
3 smaller outlying systems and so they were rejected from | 3 isthe acquisition premium now a necessary part of your

4 their purchase. Don't quote me on that, but | believe 4 hid?

5 that'swhat | heard earlier. For uswe were continually 5 A. Yeah. That goes back to being able to get

6 the only company that was willing to buy all the systems| 6 clear title. When we originally bid the system, we

7 simultaneously. Back to acomment that was made 7 thought we were going to be able to obtain clear title

8 earlier, this has been avery difficult process. So we 8 at net book value. Sincethen it went into the

9 couldn't get clear title. So the bankruptcy proceeding 9 bankruptcy process and while we participated, Central

10 wasall about giving clear title so anyone could 10 States Water Resources, in the rulemaking for that

11 purchase the system because there were multiple 11 incentive programs, we obviously knew it was progressing
12 judgments against it. 12 through and knew the rules would be promulgated in

13 Q. So going back to my question, if you could 13 January. So we went to the bankruptcy proceeding. We
14 ballpark for me, when did you first bid on acquiring the | 14 realized hey, we can participate in this. We know

15 system? 15 there'san incentive rule and that will alow usto be

16 A. | redly don't remember, but | would say 16 ableto buy this system with clear title.

17 probably '17 we originaly bid onit. We bid -- | don't | 17 CHAIRMAN SILVEY: No further questions at this
18 remember what we bid at that point. Yes, that's 18 time.

19 correct. 19 JUDGE DIPPELL: Commissioner Kenney, do you
20 Q. Soprior to January of 2019? 20 have any questions?

21 A. Thatiscorrect. Prior to the bankruptcy 21 COMMISSIONER KENNEY: Just briefly.

22 proceedings and the ability to get clear title. 22 QUESTIONSBY COMMISSIONER KENNEY :

23 Q. Okay. Soif therulefor the acquisition 23 Q. On the bidding process, I'm trying to

24 premium came into existence in January of 2019 -- | 24 understand. | heard someone say you set the bid. Was
25 believethat's correct. 1'm sure someone will correct 25 that the statement | heard?
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1 A. | believethat'swhat you heard. Really how 1 Q. What was your original bid?

2 that worked isthey did an initial bid for all the 2  A. | believeit was465.

3 systems. We were the only entity to submit abid and 3 Q. Somewherein that range?

4 then alate bid camein after the bid that was closed 4 A. Yes gir.

5 and then from that point that's when the bankruptcy 5 Q. And then when it was reopened, other entities,

6 trustee said hey, we're going to reopen this up for bid, 6 other biddersjoined in?

7 which we consented to, and our bid that we put in for 7 A. That iscorrect.

8 the system was then the stalking-horse bid, so the 8 COMMISSIONER KENNEY: All right. Thank you.
9 minimum bid. 9 JUDGE DIPPELL: Commissioner Rupp?
10 Q. Explain stalking-horseto me. That's not a 10 COMMISSIONER RUPP: Thank you.
11 term| am familiar with. 11 QUESTIONSBY COMMISSIONER RUPP:
12 A. I'mnot abankruptcy expert. My limited 12 Q. Sofollowing up on Commissioner Kenney's
13 exposure hereisthat stalking-horse is you have the 13 comment, you did not go into the bid process seeking to
14 right to match a bid because you've got the base bid. 14 be the stalking-horse; that was just because you were
15 So the bankruptcy trustee walks into the auction knowing | 15 the only onesto submit a bid on time and then was that
16 that they will get at least what the stalking-horse's 16 adecision that when they reopened it that they granted

17 original bid was before it goes to auction. 17 that or did you have to seek that?

18 Q. Wasthat granted because you were the only 18 A. No, they granted that because they wanted a

19 bidder originaly? 19 fallback priceistheway | understood it. So again,
20 A. Thatiscorrect. Only bidder intime. 20 not a bankruptcy attorney but since we were the only
21 Q. They'll have a chanceto redirect in time. 21 onesto make abid in time, then when they reopened it
22 And then so | guess the bankruptcy court can do whatever | 22 when saw that there was additional bidders, that's when
23 they want. They decide they got alate bid so then they 23 they used us asthe base bid if you will.

24 reopenit? 24 Q. Soyou did seek that on your initial bid?

25 A. Thatiscorrect. That's my understanding. 25 A. No. | didn't know what a stalking-horse was

Page 123 Page 124

1 when| gotinto this. 1 Then from there we finalize the engineering. So we know
2 COMMISSIONER RUPP: Several of usdidn't. 2 there'sarange here of improvements.

3 Thank you. 3 In fact, over the first couple months of

4 JUDGE DIPPELL: 1 just have one question for 4 operation of these systems we try and narrow that range

5 you. 5 down because after we have some experience operating

6 QUESTIONSBY JUDGE DIPPELL.: 6 them oftentimes we can say hey, the engineers originally
7 Q. And thisrelates to what you were talking 7 estimated X, Y, Z, weonly need X and Y it turns out to

8 about with regard to how many residents or how many, | 8 be ableto meet minimum Missouri design standards. Y ou
9 yeah, | guessit's how many residents versushow many | 9 know, we know exactly what it's going to take in general
10 customersat Cedar Glen. Soyou'retryingto buy it and | 10 to bring all these systems into compliance. Obviously

11 you've made bidsin bankruptcy court. You'regoingto | 11 we have adone of experience with this. We've done it
12 ask for an acquisition premium but you haven't figured | 12 multiple times with systemsin the same state of

13 out how you are supposed to provide safe and adequate | 13 disrepair. So that's where you're here.

14 service? 14 So for example, in your Cedar Glen example,

15 A. No, maam. Wejust know there's arange of 15 specifically we know for sure the ground storage has to
16 ways. So when we take over systems, our standard 16 be added to that because they don't have 24-hour backup
17 practice iswe triage the systems immediately, right. 17 storage. That'saminimum design standard. Regardless
18 So dll these systems have big existing issuesthat need | 18 if they're above the 500, we know they're going to need
19 to berectified immediately just to make sure the public | 19 booster pumps and hydromatic storage because that's kind
20 isnot at risk, right. If you go through the various 20 of minimum design standards. We know those things right
21 systemsinside Osage, they've got failing disinfection 21 out of the gates. And then whether or not we drill a

22 systems, they have alack of monitoring at al, we've 22 second well will be determined what we think the

23 got exposed wiring. Y ou've got a bunch of kind of 23 population equivalent is. So that's what you heard us
24 immediate fixes that you would go inin at attempt to 24 talking about. So population equivalent can be given

25 make sure we maintain even basic provision of service. | 25 even from the Missouri Department of Natural Resources
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designation by housing class or it can actually use flow

rates and infer what the population is.
Q. Soevenif thereistechnically more than 500
residents, if the flow rates show that it's equivalent
to less than 500, you could get it permitted or not have
the extrawell?
A. Yeah, that'sagood question. You can never
tell how many actual residents are in a condo
association in particular. So yeah, we use aflow rate
to try to infer what that is.
JUDGE DIPPELL: That wasal. Commissioner
Rupp, do you have any additional questions?
COMMISSIONER RUPP: Yeah, | did. Thank you,
Judge.
FURTHER QUESTIONSBY COMMISSIONER RUPP:

Q. Soyour initia bid you said was roughly,
what, 2017, somewhere in that ballpark?

A. | believethat'strue, sir.

Q. And then did your organization incur any costs
while it was going through the whole bankruptcy issue to
get clear title?

A. Oh, yes. Sowe had to hire abankruptcy
attorney to understand that process. We had to, you
know, retain outside counsel to get us through the
process. There was absolutely costs as we were going

20

24
25
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through the bankruptcy proceeding.
Q. Atthat timein 2017, were there any other
bids put in for the system?
A. There may have been abid for Cedar Glen. |
don't remember, sir. We were the only oneto bid all
the assets, if | recall correctly. American-Water may
have but | don't remember that. So | apologize. |
don't remember the exact. | believe we were the only
bidder.
Q. | canask thisof the other parties but if you
know the answer, the other parties that started making
competing bids that you were matching in the
stalking-horse, when did those come in? Like what year?
A. It'snot -- Soit went to federal bankruptcy.
And then in the summer of '18 or maybe early fall is
when we made our initia bid intime. And then late
bids camein. Then they named us a stalking-horse. |
believe it was end of October iswhen the actual auction
took place. So the partieswere al at the auction.
Y ou weren't submitting remotely. Y ou were sitting
around atable at afederal bankruptcy auction is how
that process worked.
Q. SolI'mtrying towrap my head around this
timeline here where you said initially you started this
process roughly in 2017. Who else was involved? Were

O©OoO~NOOOTA,WNPRF
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the other partiesinvolved in 2017 or were just your
organization? When did the other parties enter into the
process?

A. My recollection iswe were the only party that
bid this originally and that was back when the receiver
was trying to dispose of the assets and the issue was
that no one could clear get clear to the assets because
there were so many judgments and lawsuits back and
forth.

Q. That'swhat I'm trying to get to. So the fact
that you eventually can get clear title the value of the
system went up dramatically?

A. Absolutely.

Q. And so prior to there being a clean title,
were you the only participants seeking these systems?

A. I'mtheonly person that | remember talking --

I mean the receiver was Gary Cover at that time and he
went out to bid a couple times. | remember being the
only person that wanted to purchase them all. | can't
guote if there was someone else. | wasthe only person
he was dealing with on an ongoing basis asfar as |
remember. That may not be true.

Q. Fast forward to when you're sitting around the
table with the trustee and you're doing the bid. So the
bid -- So was your initial bid made public so that when
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the late bidders came in they knew where your bid was?

A. No, it was-- not that | remember. | think it
was the late bidders came in and they realized there was
an opportunity to bid it. But then at the auction, if |
remember correctly, our bid wasthe base bid. Soit's
the starting bid price is how that auction worked.
Q. Soin effect they would know what your bid was
if it was the base bid?
A. Everyone knew what the base bid was, exactly
right.
Q. Which would have been your bid because you
were the stalking-horse?
A. Thatiscorrect.

COMMISSIONER RUPP: Thank you.

JUDGE DIPPELL: All right. Isthere further
cross-examination based on questions from the Commission
and myself? From Staff?

MS. PAYNE: Yes, thank you, Your Honor.
FURTHER CROSS-EXAMINATION BY MS. PAYNE:

Q. Okay. I'm going to attempt to clear up the
timeline alittle bit here if you'll bear with me since
there were several Commission questions.

A. Thank you.

Q. Would you agree with me that the bankruptcy
was filed in October of 2017? Does that sound
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1 memorable? 1 Q. Okay. Soif thefinal order of rulemaking was
2 A. Potentialy. 2 October 4 and then the auction was October 24, you bid
3 Q. And atrustee would have been appointed later 3 that final purchase price aware of the final order of
4 that month? 4 rulemaking in that docket?
5 A. | don't remember thetimeline. Work on a 5 A. Absolutely.
6 bunch of stuff here. | apologize. The exact dates -- | 6 MS. PAYNE: Could | ask the Commission to take
7 believe you go through the records you may be correct. 7 official notice of that rulemaking docket AX-2018-0240.
8 Q. Okay. And so then the official -- the 8 JUDGE DIPPELL: AX-20 --
9 $465,000 bid that you referenced, that was madein 9 MS. PAYNE: 18-0240.
10 August of 2018; does that sound right? 10 THE WITNESS: Can | correct something | said
11 A. That iscorrect, maam. 11 earlier based on time frames you just gave me? That
12 Q. Okay. And then at the same time in October of 12 would mean that it was '16 that we were originally the
13 2018, there was afinal order of rulemaking that was 13 only oneswho was willing to buy -- the only entity
14 authorized in Case No. AX-2018-0240, and that would go | 14 willing to buy all the assets from the original receiver
15 onto be what we now know as Rule 10.085? 15 when we could not get clear title which then forced it
16 A. Thatiscorrect. We participated in those 16 to the bankruptcy proceeding just to be clear.
17 workshops as well. 17 JUDGE DIPPELL: So your point in taking notice
18 Q. Soyou were familiar with that rule at the 18 of that caseisto point out the timeline, right?
19 fina order of rulemaking? 19 MS. PAYNE: That's correct.
20 A. Very familiar. 20 JUDGE DIPPELL: It's not that you want the
21 Q. Okay. And then the final bankruptcy auction 21 comments and the proposed rules and all of that stuff to
22 that is now the subject of what we are discussing here 22 comeinto thisrecord?
23 today produced what we know as the purchase pricein 23 MS. PAYNE: No, | ask only that we take notice
24 this case would have been in October of 2018? 24 of thefiling dates that were made in that docket.
25 A. Thatiscorrect. 25 JUDGE DIPPELL: Would there be any objection
Page 131 Page 132
1 tothe Commission taking notice of those dates? 1 BY MS. PAYNE:
2 MR. COMLEY: No objection. 2 Q. Lovely picture that the Department of Natural
3 MR. ELLSWORTH: No objection. 3 Resources chose for us. Would you please turn to page
4 MR. HALL: None, Your Honor. 4 28 of that document. There should be a highlighted
5 JUDGE DIPPELL: All right. The Commission 5 portion under 3.2.1.2 number of sources?
6 will take notice of that docket in itsfiles. 6 A. | seethat.
7 MS. PAYNE: Thank you. 7 Q. Andisthat highlighted section, which should
8 BY MS. PAYNE: 8 be highlighted for the benefit of everyone in the room
9 Q. And then additionally there have been several 9 now, the section you're referring to that requires
10 discussions of the minimum design standardsin 10 additional sources of water depending on the number of
11 questioning. | know that there was some discussion with | 11 customers?
12 Commissioner Rupp regarding that. When you are 12 A. That isexactly what we've been talking about
13 referencing that, are you referencing the minimum design | 13 in terms of minimum design standards.
14 standards for the Missouri community water systemsthat | 14 Q. Okay. Thank you. These standards, do they
15 was effectivein December of 2013, issued by the 15 apply to any improvements to existing systems as well as
16 Missouri Department of Natural Resources? 16 construction of new systems?
17 A. | believethat'swhat I'm referencing, yes. 17 MR. HALL: Objection, lack of foundation. Mr.
18 Q. Okay. Andif | wereto hand you acopy of 18 Cox hastestified that he's not an engineer. Asking him
19 that, could you read a portion of it for me? 19 asto engineering specificationsis not proper.
20 A. Absolutely. 20 MS. PAYNE: | was just asking him about the
21 MS. PAYNE: Judge, would you likemetohand |21 application of these standards. He's referenced them
22 out thesefor reference at this time? 22 severa timesin his answers to the Commissioners
23 JUDGE DIPPELL: Sure. 23 questions. | thought that that would be applicable.
24 THE WITNESS:. Yes. Thisisthe document, 24 MR. HALL: These standards are engineering
25 you're correct, because | recognize the front now. 25 standards. He hastestified that he cannot speak to
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1 them. 1 witnesses?
2 JUDGE DIPPELL: I'm going to overrule the 2 MS. PAYNE: No, no, | was strictly wanting to
3 objection. Hisqualificationswill go to the weight. 3 -- | had it ready to go and | thought it might assist
4 THE WITNESS: Can you repeat your question? 4 everyonesince it had been referred to several times
5 BY MS. PAYNE: 5 throughout Mr. Cox's testimony.
6 Q. Isittruethat these standards are designed 6 JUDGE DIPPELL: Do you have aclean copy of it
7 to apply to construction on any existing water systems 7 to offer to the court reporter?
8 aswell as construction of any new systems? 8 MS. PAYNE: The portions that have been
9 A. That ismy understanding. Any upgrades 9 highlighted are actually just for reference because |
10 requires to meet minimum design standards. 10 knew a 200-page document would be alot to review and so
11 MS. PAYNE: Thank you. Your Honor, | would go | 11 Staff has utilized the portions that have been
12 ahead and offer this as an exhibit at thistime. 12 highlighted and flagged in the document. We can
13 JUDGE DIPPELL: Can you explainto me again, 13 absolutely get a clean one for the court reporter for
14 Ms. Payne, thisis-- soit'stitled Minimum Design 14 submission.
15 Standardsfor Missouri Community Water Systemsand it's | 15 JUDGE DIPPELL: Okay. Let'shold off onthe
16 apublication by the Missouri Department of Natural 16 offer of that document until Mr. Roosis on the stand
17 Resources. Isthisincorporated in arule or? 17 then.
18 MS. PAYNE: Itisconsidered their guidelines 18 MS. PAYNE: | will go ahead and mark it as
19 for the operators of community water systemsin the 19 Exhibit 106 at thistimeif that's okay.
20 state of Missouri. My witness David Roos will take the 20 JUDGE DIPPELL: We can go ahead and mark that
21 stand later and he can offer alittle bit more insight 21 asExhibit 106 for identification purposes.
22 into the use of this document. If you would prefer | 22 MS. PAYNE: Thank you. It has quite alengthy
23 wait and offer it for admission at that time, | can. 23 title.
24 JUDGE DIPPELL: Yeah, let'swait unlessit's 24 JUDGE DIPPELL: | guess since you've offered
25 going to be needed in cross-examination of other 25 it| might aswell -- are there any objectionsto this

Page 135 Page 136
1 coming into the record at thistime? 1 A. | amthere.
2 MR. ELLSWORTH: No. 2 Q. And your understanding would be that thisisa
3 MR. HALL: No. 3 way in which people can determine design capacities for
4 JUDGE DIPPELL: I'll just go ahead and admit 4 public water system wells and the requirement for other
5 it at thistime, but | will ask you to give a clean copy 5 wells based upon the per unit table; is that correct?
6 to the court reporter. 6 A. Yes, sir. And also you can see the other
7 (STAFF EXHIBIT 106 WAS RECEIVED INTO EVIDENCE | 7 methodology we talked about down in Section F.
8 AND MADE A PART OF THISRECORD.) 8 Q. Theré'saso--
9 MS. PAYNE: | absolutely can after the next 9 A. One.
10 break. 10 Q. -- peak flow you say?
11 JUDGE DIPPELL: All right. Thank you. 11 A. Yes, whichisreally the standard design
12 MS. PAYNE: Thank you. Withthat | have no 12 you're moving towards. So that's where you get your
13 further questions. 13 historical data on the public system if available in the
14 JUDGE DIPPELL: All right. Werethere any 14 water system.
15 additional questions from Cedar Glen based on 15 Q. Theabsence of that information, the
16 Commissioner and myself questions? 16 justification, DNR would expect you to go ahead and use
17 FURTHER CROSS-EXAMINATION BY MR. COMLEY: 17 the per unit table; is that correct?
18 Q. I'dlikefor Mr. Cox to turn to one of the 18 A. That'scorrect. If you don't use the master
19 pages of the minimum design standards that have been 19 meter readings on a per monthly basis, then you would
20 admitted, if | canfind it very quickly here. Theré'sa 20 usethetable.
21 Table 1 that talks about occupancy per unit. It'son 21 MR. COMLEY: That'sall | have.
22 page 3. Onmy copy Ms. Payne has highlighted that in 22 JUDGE DIPPELL: Isthereany further questions
23 pink. 23 from the Joint Bidders?
24 A. | see 24 MR. ELLSWORTH: Yes, Your Honor.
25 Q. Areyou there? 25 FURTHER CROSS-EXAMINATION BY MR. ELLSWORTH:
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Q. Mr. Cox, this peak flow, have you obtained any

datawhat the peak flow is at Cedar Glen?

A. | don't know the answer to that question.

Q. Haveyou ever operated a system in a second
home resort type community like Lake of the Ozarks?

A. Yes, we have.

Q. You understand that we have busy weekends,
July 4, Labor Day weekend, stuff like that, right?

A. Absolutely. We've experienced that in a

number of systems we own and operate.

Q. Onthehistory of the bids for the system, you
actually submitted your first bid back in 2015; would
that be more accurate?

A. | don't even remember. |'ve been around the
system for quite a bit.

MR. ELLSWORTH: | don't know what the
Commission prefers. | can mark these as exhibits or ask
to take notice of Camden County. It'sacircuit court
case No. 26V 010200965. In that case the receiver, we've
talked about Mr. Cover in this hearing, he submitted
reports of various bids over time for the Osage Water
Company assets. So | don't know what the preferenceis.
| can do it either way. | can mark it as exhibits.

JUDGE DIPPELL: | would want it marked as an
exhibit. And so explainto me onemoretime. Thisisa

© oo ~NOOOTh WNPE

10

12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 138
filing from that docket?

MR. ELLSWORTH: These are reports of receiver

thefirst being filed on December 14, 2015. It'sa

report of the various bids by various parties on Osage
Water Company's assets. Likewise, there's another
report of receiver as we've discussed, we'retrying to
figure out how to clear title to this system over time.
There's been bids submitted -- the report was submitted
on May 12, 2017 and filed in that case. | can bring
those forward to be marked.

MR. COOPER: Judge, the only suggestion |
guess | would make isthat Mr. Cox's direct testimony, |
think it's Schedule JC-7, includes one of the trustee
motions in the bankruptcy case. | think that the events
that Mr. Ellsworth iskind of outlining are noted in
there.

JUDGE DIPPELL: WEell, would you have any
objection to him admitting those documents even if
they're repetitious?

MR. COOPER: Evenif they're cumulative? No.

JUDGE DIPPELL: Then well go ahead -- | think
we'll go ahead and mark them and I'll take an official
offer for those.

MR. ELLSWORTH: | would offer the two reports
of receivers as Exhibits 402 and 403.

Page 139
JUDGE DIPPELL: Isthere adistinction between

Exhibit 402 and 403?

MR. ELLSWORTH: Yes, Your Honor. 402 | will
mark the December 24, 2015 report of receiver and | will
mark the December -- I'm sorry, the May 12, 2017 report
of receiver as403.

JUDGE DIPPELL: Do you have copies of those
for the other attorneys and the Commission?

MR. ELLSWORTH: | believe | may have.

JUDGE DIPPELL: If you don't have at this
time, I'll ask you to get that by the end of the
hearing.

MR. ELLSWORTH: | can do that.

JUDGE DIPPELL: Allright. Then| havea
December 24, 2015 report of receiver and aMay 12, 2015
report of receiver in that circuit court case. Isthere
any objection to Exhibits 402, 403? Seeing none, | will
receive those into the record.

(JOINT BIDDERS EXHIBITS 402 AND 403 WERE
RECEIVED INTO EVIDENCE AND MADE A PART OF THISRECORD.)

MR. COMLEY': Y our Honor, one more observation.
There was aletter addressed to Ms. Payne from Eric
Johnson of Spencer Fane, and | think the timeline and
the chronology of the auction, | think it's accurately
discussed there in that letter and it's part of the
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Staff recommendation. So if anything, | would also

direct the Commissioners at their leisure to review that
letter for any clarity it may need on thetimeline.

JUDGE DIPPELL: Yes, thank you, Mr. Comley.
Okay then.

MR. ELLSWORTH: May | proceed?

JUDGE DIPPELL: Yes. You have additional
guestions?

MR. ELLSWORTH: | do.
BY MR. ELLSWORTH:

Q. AsMr. Comley brought up, we have aletter
that's attached to the Staff recommendation. Mr. Cox,
have you reviewed that |etter from Spencer Fane?

A. | don't remember seeing specifically. | may
have. | don't have acopy in front of me.

Q. I'mjust going to -- | think you'll agree with
me on thisthing. In there the trustee -- find the
language.

MR. HALL: Counselor, not to interrupt but if
it'sat al help we have copies of that letter if that
would be helpful at thistime.

MR. COOPER: If Mr. Cox isgoing to be asked
about the letter, he ought to haveit in front of him.

MR. HALL: Your Honor, may | approach?

JUDGE DIPPELL: Yes.
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1 THE WITNESS: Thank you, sir. 1 gotitordered, | believe, but | had to agreeinitialy

2 BY MR. ELLSWORTH: 2 for that for the auction to happen. That wasthe way |

3 Q. Mr. Cox, my questionwassimple. Onpage4 of | 3 rememberit. SoI'm not a bankruptcy attorney.

4 thisletter it's the third full paragraph down. 4 Q. That'sthe way you recall it?

5 Mr. Johnson, who was the attorney for the trustee of the | 5 A. That's correct.

6 bankruptcy proceeding, statesthat the stalking -- the 6 Q. And thetrustee called to tell you this,

7 bankruptcy court found the stalking-horse APA and the | 7 right?

8 trustee's selection of the stalking-horse to be fair, 8 A. That's correct.

9 reasonable, appropriate, and designed to maximize the 9 Q. You weren't collecting the bids and saying
10 value of the bankruptcy estate. Do you agree that the 10 these were on time, these were late, correct?
11 trustee did maximize the amount that will be paid for 11 A. Thatiscorrect.
12 Osage Water Company? 12 Q. Sothetrustee would have the superior
13 A. I'mnot atrustee nor am | abankruptcy expert 13 knowledge asto what was timely and what was late and
14 sol can't answer that. 14 how this auction procedure was conducted, right?
15 Q. Your opening bid was $465,000 and we ended at | 15 A. | assume so.
16 $800,000, right? 16 Q. Haveyou had any conversations with the
17 A. Thatiscorrect. 17 trustee asto why they're not a party to this
18 Q. And you've stated a few times that you were 18 application or present for the hearing?
19 selected as stalking-horse purchaser because other bids | 19 MS. PAYNE: Objection. | think we've exceeded
20 werelate. Youdon't have any persona knowledge of | 20 the scope of the Commissioner questions at this point.
21 bidsbeing late, do you? 21 JUDGE DIPPELL: I'mgoingtoalow it. |
22 A. | believe-- 22 think it's still within the realm of some of the
23 Q. My question is, did somebody tell you that? 23 questions that the Commission and myself were asking.
24 A. --thetrustee. So the trustee hadto call us 24 THE WITNESS: Can you repeat your question?
25 to reopen the bid processto alow it. She could have 25 MR. ELLSWORTH: No. | can ask avery similar

Page 143 Page 144

1 one 1 THE WITNESS: Good afternoon.

2 BY MR. ELLSWORTH: 2 FURTHER CROSS-EXAMINATION BY MR. HALL:

3 Q. My question was, have you had any 3 Q. Youwereasked questions from Chairman Silvey

4 conversations with the trustee as to why they're not 4 regarding the acquisition incentive that's pending in

5 present for this hearing today? 5 thiscase. Did you review Staff'srevised

6 A. | have not had any conversations with the 6 recommendation that was filed |ast week?

7 trusteeat al. 7 A. ldid.

8 Q. Do you know why they were not part of the 8 Q. Doyourecall the part of Staff's revised

9 application process? 9 recommendation where they remarked that they have

10 A. | do not know that with technical reasonsthat | 10 atered their recommendation for the acquisition

11 is. 11 incentive?

12 Q. And educate me on this. Typically aseller 12 A. |didseethat.

13 selling their CCNs would apply to transfer those, 13 Q. Didyou seethe part where Staff posited that

14 wouldn't they? 14 thedifferential in value between theinitial bid and

15 A. No, not all thetime. We purchase systemsall |15 thefinal purchase price may include a valuation to

16 thetime where we're the only petitioner that the other | 16 Central States of, quote, any additional economic value

17 group is not a petitioner in the case. 17 of establishing a presence in the Lake of the Ozarks

18 MR. ELLSWORTH: Fair enough. Thank you. |18 area?

19 JUDGE DIPPELL: Do you still have additional | 19 A. | don't remember that exact comment, buit |

20 questions? 20 believeit'sin there.

21 MR. ELLSWORTH: No, | donot. Thankyou. |21~ Q. Okay. SoI'll posit to you that the

22 JUDGE DIPPELL: All right. Aretherefurther | 22 recommendation remarks that there may be some additional
23 cross-examination questions from Public Counsel ? 23 economic value of establishing a presencein the Lake of
24 MR. HALL: Yes, briefly. Mr. Cox, good 24 the Ozarks. Do you disagree with that?

25 afternoon. 25 A. You know, from our perspective as a company,
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1 having apresencein the stateis al that matters. As 1 Q. It's been awhile since you've gotten some of

2 you can see from previous applications, having an 2 these questions. I'll try to work my way back through
3 individua presencein any part of the state doesn't 3 them. | think you were asked a question early on by

4 matter very much. We can buy systems and operate them | 4 Staff about financing and whether there was financing as
5 remotely from anywhere. We've kind of proven that 5 apart of the application and just kind of want to clear
6 because we're in multiple states at this point. 6 that up. Will there be any financing necessary to close
7 Q. Mr. Cox, | don't mean to be rude but just for 7 on thetransaction that's the subject of this

8 the clarity of the record was that ayes or no to my 8 application?

9 question? 9 A. No, therewill be no financing attached to
10 A. That'sano. 10 closing of this transaction.
11 MR. HALL: Thank you. No further questions. 11 Q. And that's because, and | think you answered
12 JUDGE DIPPELL: Isthere any redirect? 12 itinresponseto adifferent question, but that's
13 MR. COOPER: There will be, yes. 13 because the dollars necessary to close the transaction
14 JUDGE DIPPELL: Isthere substantial redirect? | 14 will be provided by a capital infusion?
15 MR. COOPER: Therewill be several questions, | 15 A. That is correct.
16 yes, Your Honor. 16 Q. Intheform of equity from the owners,
17 JUDGE DIPPELL: We'reat 12:25. We'reinto 17 correct?

18 thetypical lunch hour. | wastrying to decide will 18 A. Thatiscorrect.

19 there be more redirect if we break now? 19 Q. Youtaked about the estimates for repairs |
20 MR. COOPER: Wdll, in my experience, I'veseen | 20 think at Cedar Glen and even more generally along the
21 it work both ways. Sometimesit'slessif we break. 21 way. And | know you talked about the fact that, you
22 JUDGE DIPPELL: Let'sgo ahead for awhileand | 22 know, experience will impact those, the permitting

23 well take alate lunch. Proceed with your redirect. 23 process with DNR will impact those, those sort of

24 MR. COOPER: Thank you, Y our Honor. 24 things, and | don't remember did you also discuss how
25 REDIRECT EXAMINATION BY MR. COOPER: 25 you go about selecting the contractors to actually

Page 147 Page 148

1 perform those repairs? 1 Q. You were asked some questions about the cost

2 A. No. So after we do final engineering and we 2 to serve Cedar Glen. And | guesswhat struck me about
3 get that permitted, we create a bid package which is 3 those questions and your responseisisthat -- well,

4 administered by athird-party engineer. We bid the 4 let meback up. Would you agree that ultimately those

5 construction contract to local contractorsistypically 5 sort of questions comeinto play in arate case when

6 what we use. 6 you're dealing with rate design?

7 Q. So acompetitive bid to local contractors, and 7 A. Yes. Any question on how the customers are

8 arethese, thiskind of follows up on a different 8 billed, tariff structure all comes out in arate case

9 question you got, are these true third parties, they're 9 from my experience.

10 not affiliated companies? 10 Q. Currently | guess Osage Water Company is what
11 A. Thatiscorrect. We don't do any construction 11 you would refer to maybe as a single tariff rate?

12 at Central States. 12 A. That'sthe way werefer to it internally.

13 Q. There were some guestions about future 13 It'sasingletariff for multiple systems.

14 financings that might be necessary. If thereisa 14 Q. But ultimately how it gets broken out if you

15 future financing, isit your understanding that you'll 15 purchase the system and/or systems plura and it ends up
16 haveto come back to the Commission for approval of | 16 inarate case, that would be a question of rate design

17 such? 17 for the Commission at that time?

18 A. Yes. | understand for any financing to 18 A. Yes

19 encumber utility assets we have to come before the 19 Q. You were asked some questions about Hillcrest
20 Commission. 20 Utility Operating Company. Do you remember that?

21 Q. Isityour experience that even when 21 A. Yes, sir.

22 financings are approved that ultimately in arate case 22 Q. | think you were asked about the rate case

23 the Commission will relook at that financing? 23 that took place after it became a CSWR company, correct?
24 A. | have direct experience that the Commission 24 A. Yes

25 will do ratemaking separate than the financing approval. | 25 Q. Do you remember how long it had been prior to
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1 that since rates had been changed for Hillcrest? 1 Hills, isthere?

2 A. | mean, itwasover 30 yearsasfar as| 2 A. No, there's not.

3 remember. 3 Q. Now, I'm going to try to ask this question

4 Q. Okay. You don't have anything with you | 4 without the need to go in camera, but Mr. Comley asked
5 suppose that would refresh your recollection as to 5 you to do some math on your calculator based upon the
6 precise dates, do you? 6 pro forma statements that were filed in this case,

7 A. | don't. | don't know if I door not. Sol 7 correct?

8 do have notes on that. So that would be '89. So 25 8 A. Yes

9 yearssince rates have been increased approximately. 9 Q. Andindoing that, | guess there was some
10 Q. Youwere aso asked questions about EIm Hills 10 rough equivalent of arevenue requirement that you
11 Utility Operating Company. Do you remember that? 11 utilized, correct?
12 A. |do. 12 A. Thatiscorrect.
13 Q. And | think you answered that there hasn't 13 Q. Would that revenue requirement assume all
14 been norateincrease at EIm Hills since CSWR hasowned | 14 improvements that have been identified so far?
15 those properties, correct? 15 A. | believeit would, yes.
16 A. Thatiscorrect. 16 Q. Atwhatever the current estimate is for those
17 Q. And do you have notes that would indicatewhen | 17 improvements?

18 at least some of those properties were purchased? 18 A. Thatiscorrect.

19 A. When we purchased the properties? 19 Q. Woulditinclude al of the acquisition

20 Q. Yes 20 premium being included?

21 A. Yes, we purchased theinitial systems Missouri 21 A. Yes, | believeit would.

22 Utilities which was another Missouri receivership system | 22 Q. Andwould it also -- It includes your own

23 and State Park Village which was an unregulated sewer | 23 estimate, | suppose, asto return on equity ultimately?
24 district in October of '17. 24 A. Thatistrue

25 Q. Andtheré€'s no rate case on file for EIm 25 Q. Anditincludes| think you testified a high

Page 151 Page 152

1 finance chargein it aswell? 1 aso purchasing additional customers inside Osage.

2 A. That's correct. The highest we know is 2 Q. Correct. So sitting here today we don't

3 potentialy possible. 3 necessarily know what the customer count would bein a
4 Q. Ultimately the revenue requirement would be 4 future rate case?

5 decided by the Commission in arate case, correct? 5 A. That'sexactly correct. We'd liketo buy

6 A. Thatiscorrect. 6 Public Water Supply District No. 5.

7 Q. And ultimately it would take into account 7 Q. Inresponseto | think it was Judge Dippell's

8 other factors that might reduce that number are what you | 8 question you talked about the repair process and what

9 talked about before your experience with operatingthe | 9 would be done immediately and then this sort of bidding
10 companiesthat perhaps reduce what repairs you do 10 process and getting to know the system and some of those
11 ultimately, correct? 11 things. When you close on a system, setting aside

12 A. That iscorrect. 12 agreements on consent or anything else, is the purchaser
13 Q. Theimpact of competitive bidding on the 13 immediately liable for any violations there might be for
14 ultimate repair cost; isthat correct? 14 that system?

15 A. Thatiscorrect. 15 A. Yes, they are.

16 Q. Ultimately what the Commission decidestodo | 16 MR. HALL: Objection. Callsfor legal

17 with acquisition premium | suppose as well, right? 17 conclusion.

18 A. That iscorrect. 18 BY MR. COOPER:

19 Q. Andyour ability to in thefirst instance to 19 Q. Isityour understanding that you're

20 get cheaper financing than what you built in, correct? | 20 responsible for the operation of that system from day
21 A. Correct. 21 one?

22 Q. Or, aswejust talked about, the Commission's 22 A. Yes. I'mresponsible to meet DNR standards

23 decision asto what they'll allow you to includein 23 attached to those from day one.

24 ratesfor financing, correct? 24 Q. Isthereaway that you are able to mitigate

25 A. Thatiscorrect. There'sone other factor 25 that exposure?
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1 A. Yes, there aretwo ways. One we can enter 1 regardless of whether the Commission also approves the
2 into an agreement on consent with the Missouri 2 purchase of the Reflections company?

3 Department of Natural Resources. That agreement on 3 A. Yes, maam.

4 consent sets forth atime frame in which we have to 4 JUDGE DIPPELL: Okay. Arethereany

5 submit design construction plans, permit those and 5 additional cross-examination questions based on that

6 construct them. 6 question?

7 Q. Andwould a sophisticated party make use of 7 MR. COMLEY: No questions.

8 that agreement on consent processif they're ableto 8 JUDGE DIPPELL: I'mnot seeing any. Isthere

9 negotiate such adocument with Department of Natural | 9 any further redirect based on that question?
10 Resources? 10 MR. COOPER: No, Your Honor.
11 A. Absolutely. All the major utilities I'm aware 11 JUDGE DIPPELL: All right. Okay. With that
12 of utilize that same process. 12 then| believe, Mr. Cox, your testimony is completed.
13 MR. COOPER: That'sall the questions| have, |13 THE WITNESS: Thank you, maam.
14 Judge. 14 JUDGE DIPPELL: You may step down.
15 JUDGE DIPPELL: Sincel didn't actually rule | 15 (Witness excused.)

16 on Mr. Hall'sobjection, I'll go ahead and sustain that 16 JUDGE DIPPELL: Wewill take alunch break.
17 since Mr. Cooper aso rephrased it. So | hate to do 17 1tis12:37 by my computer clock. Let's take a break

18 thishbut | have one question and | forgot to ask you, 18 until 1:45. We can go ahead and go off the record.

19 Mr. Cox. 19 (Off the record.)

20 THE WITNESS: Yes, maam. 20 JUDGE DIPPELL: If everybody isready, we can
21 FURTHER QUESTIONSBY JUDGE DIPPELL: 21 go ahead and get started again. So let's go ahead and
22 Q. Because the Commission did bifurcate the 22 go back ontherecord. We've returned from our lunch
23 Reflections systems out and your application was 23 break and our next witnessisraring to go already at

24 originaly for both systems, is Osage Utility Operating | 24 thewitness stand. So I'll just go ahead and swear you
25 Company intending to purchase Osage Water Company | 25 in.

Page 155 Page 156

1 (Witness sworn.) 1 liketo make to your testimony?

2 JUDGE DIPPELL: All right. Mr. Cooper, you 2 A. No.

3 may go ahead. 3 Q. If I asked you the questions which are

4 MR. COOPER: Ms. Hernandez. 4 contained in Exhibit 6 and 7 today, would your answers
5 JUDGE DIPPELL: Ms. Hernandez. 5 bethe same?

6 MS. HERNANDEZ: Thank you. Good afternoon. | 6 A. Yes.

7 TODD THOMAS, being sworn, testified as follows: 7 Q. Arethose answerstrue and correct, to the

8 DIRECT EXAMINATION BY MS. HERNANDEZ: 8 best of your information, knowledge and belief?

9 Q. Canyou please state your name for the record? 9 A. Yes

10 A. Todd Thomas. 10 MS. HERNANDEZ: Y our Honor, at thistime |
11 Q. And by whom are you employed? 11 offer Exhibit 6 and 7 into evidence and we'll tender the
12 A. CSWR. 12 witnessfor cross-examination.

13 Q. Andinwhat capacity? 13 MR. COMLEY: Your Honor, let me renew the
14 A. | amresponsible for business development and | 14 motion to strike portions of Mr. Thomas' surrebuttal

15 engineering. 15 testimony that were noted in the filed written motion to
16 Q. Haveyou caused to be prepared for the 16 strike. Again, without trying to burden the transcript,
17 purposes of this proceeding certain testimony in 17 1 would ask that the motion speak for itself and be

18 question and answer form? 18 considered on the record here.

19 A. Yes. 19 JUDGE DIPPELL: Isthereajoint in that

20 Q. Andisit your understanding that that 20 motion?

21 testimony has been marked as Exhibit 5 and 6 for 21 MR. ELLSWORTH: Yes, thereis, Judge. The
22 identification -- I'm sorry -- 6 and 7 for 22 Joint Bidders would join in that motion.

23 identification? 23 JUDGE DIPPELL: All right. That motionis
24 A. Yes. 24 noted and taken notice of the written document that was
25 Q. And do you have any changes that you would 25 previoudly filed and that motion -- or that objection is
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1 overruled. Andjust to clarify, Exhibit No. 6 isthe 1 A. No.
2 Direct Testimony of Todd Thomas and Exhibit No. 7 isthe 2 Q. Andyou are also familiar with the minimum
3 Surrebuttal Testimony of Todd Thomas? 3 design standards that were handed out earlier?
4 MS. HERNANDEZ: Correct. Thank you. 4 A. | seepwith acopy. Not exactly but yes, |
5 JUDGE DIPPELL: That has been offered. Are 5 am familiar.
6 there any other objections to those documents, that 6 Q. Sosufficeit to say that you do not believe
7 testimony? Seeing none, | will admit those into the 7 that the improvements that have been proposed by the
8 record. 8 Joint Bidders meet those standards?
9 (COMPANY EXHIBITS6 AND 7 WERE RECEIVED INTO| 9 A. | do not.
10 EVIDENCE AND MADE A PART OF THIS RECORD.) 10 Q. Okay. Thank you. Could you tell me what
11 JUDGE DIPPELL: And the witness has been 11 bypassing is?
12 tendered. Isthere any cross-examination from Staff? 12 A. Bypassing iswhen in the case of wastewater
13 MS. PAYNE: Yes, thank you. Good afternoon, 13 where you have a portion of the wastewater that is being
14 Mr. Thomas. 14 treated, it's bypassed treatment process and goes out to
15 THE WITNESS: Good afternoon. 15 the state waters.
16 CROSS-EXAMINATION BY MS. PAYNE: 16 Q. When you say it goes out to the state waters,
17 Q. Haveyou reviewed the improvements that were 17 what does that mean in attorney terms?
18 proposed by the Joint Biddersin their testimony? 18 A. Wadll, inthis particular caseit would go to
19 A Yes 19 thelake, Lake of the Ozarks.
20 Q. Inyour opinion, are those sufficient to 20 Q. Okay. Would you see that as being a potential
21 provide safe and adequate service to the Osage Water 21 threat to public health?
22 customers? 22 A. Yes.
23 A. No. 23 Q. Why would you say that?
24 Q. Doyou believe the improvements are sufficient 24 A. If it'suntreated, it could have ecoli, for
25 to meet the DNR requirements? 25 instance, which can cause anillness.

Page 159 Page 160
1 Q. When you say to the lake, you referred to the 1 Q. Mr. Thomas, | have afew questions about the
2 Lake of the Ozarks? 2 estimated costs. Thisiskind of following up on
3 A. Yes 3 Whitney Payne's cross-examination. But the estimated
4 Q. Popular vacation spot? 4 cost of improvements that you testified about in your
5 A. Correct. 5 direct testimony, do you consider your estimates to be
6 Q. Okay. Thank you. Do you know if bypassing 6 reliable forecasts of the costs of those improvements?
7 occurs at any of the Osage sewage treatment plants? 7 A. | consider our estimatesto bereliablein
8 A. Yes. | witnessed abypass as recent as last 8 understanding what we may have to do if we get
9 week at one of those facilities. 9 acquisition of these facilities. So what we do, and
10 Q. Canyou tell mewhich facility that was? 10 we're very consistent in the way we do that, in the case
11 A. It wasthe wastewater treatment facility at 11 of water we begin with this minimum guideline. Inthe
12 Eagle Woods. 12 case of wastewater, we look at the permit. We take that
13 Q. Okay. And have you observed bypassing or have | 13 and | should say we use alicensed third-party Missouri
14 you noticed arisk of bypassing at any of the other 14 professional engineer to do this. Welook &t al the
15 systems? 15 reguirements to meet those minimum guidelines. Based on
16 A. Wadll, | guessin the sense of bypassing, at 16 those estimates are created. And then as was mentioned
17 Chelsea Rosethere is sludge actually in the chlorine 17 earlier we have this agreement on consent so that if we
18 contacts chamber which will be then released directly to | 18 do acquire the facility we have a period of time to
19 thelakeinaform that aswell. 19 operate those before we take action on any of those
20 MS. PAYNE: Thank you. | have no further 20 itemsthat we found just to make sure that we're not
21 questions at thistime. Thank you. 21 under or over designing.
22 JUDGE DIPPELL: Thank you. Isthere 22 And then as was also mentioned, we use
23 cross-examination from Cedar Glen? 23 third-party contractors to do those installations.
24 MR. COMLEY: Yes, Your Honor. 24 Those are bid out. So they're competitively bid. And
25 CROSS-EXAMINATION BY MR. COMLEY: 25 of course, al this has to be permitted through the
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1 Missouri DNR. And of course, ultimately it's the PSC 1 acquisition is approved, we have alot of that work done

2 that determines whether or not it was prudent and 2 toacertain point in time so we can act fast. We have

3 necessary. 3 to confirm what we're doing is prudent and correct.

4 Q. Wehavetaked about the total of the 4 Q. When you say a prudent period of review under

5 estimates. And now that you bring this up what you do, 5 the consent feature you're talking about, how long do

6 canyoutell the Commission and us what are the total 6 you anticipate a prudent period of review might bein

7 costs of the improvements you've estimated for the Osage | 7 your experience?

8 Water Company assets? 8 A. Waéll, the agreement on consent gives us

9 A. | mean, | could go in here and add them up. | 9 typically ayear or 18 months, somewhere around that
10 don't dothe proforma. | look at the sites on their 10 range, and it varies from site to site to get everything
11 individual basis. So | have not totaled them. 11 doneandin use and usable. Typically that operational
12 Q. You haven't totaled them up? 12 period is somewhere around three months.
13 A. No, sir. 13 Q. With your period of consent, would it vary
14 Q. Haveyou and Mr. Cox had a chance to discuss 14 with the systems that you have within the Osage Water
15 thetime frame within which theimprovements could be | 15 Company asset base or would you have to go back to DNR
16 constructed after you -- presumably after you are 16 and negotiate more consent type features for a prudent
17 approved? 17 period of review?
18 A. SohaveMr. Cox and | discussed it directly? 18 A. I'mnot certain | completely understood your

19 Yes, I'm sure we have, but more importantly the engineer | 19 question, but I'll answer it like this.
20 who'sresponsible for dealing with the facilities who 20 Q. Let merephraseit.
21 worksfor CSWR, he'sthe one that works with the 21 A. Okay.
22 Missouri DNR to get the agreements on consent and 22 Q. Doesthe consent cover any kind of system

23 negotiates a prudent period of time again for usto 23 central water -- any the company might acquire?

24 operateit on aninterim basis but then also do those 24 A. No, it'snot ablanket consent. It's

25 improvements as quickly as possible. So again if 25 negotiated on anindividua basis on asite for site

Page 163 Page 164

1 basis. 1 Q. Page 15 of your surrebuttal. | may have lost

2 Q. Do you have any expectations that the costs 2 track of the exhibit number.

3 may exceed your estimates? 3 A. I'mhere.

4 A. | don't have any expectations of that. Could 4 Q. It'sline5, and I'm reading that the Cedar

5 something happen -- could we find out something inthat | 5 Glen system lacks a second well; is that a correct

6 trial period? Certainly. 6 reading of your testimony?

7 Q. Do you know whether there's a contingency 7 A. Thereisno second well.

8 amount set forth in your cost estimate so that there'sa 8 Q. Itlacksasecond well. | was going to check

9 contingency budget involved in your estimate? 9 with you to see are you now saying that Cedar Glen needs
10 A. All our estimates typically have 10 percent 10 that second well?

11 contingency. 11 A. No, I'mnot. | cantell you that based on all

12 Q. Do you have any expectation that the estimates | 12 the testimony we've heard previoudly if it is determined
13 will be above the actual costs of improvements? 13 either by means of the number of people that are

14 A. What | can tell you that we try to accomplish 14 serviced there or by the flow data that it exceeds the

15 isto get al the improvements and achieve compliancein | 15 500 person equivalent, then it will either need awell

16 thelowest cost means possible and ensure that quality 16 or some secondary source of water.

17 and safe and areliable service. 17 Q. Soinitialy your testimony does not include

18 Q. Isitfair to say that in your experience with 18 the cost of a second well; isthat correct?

19 other systemsthat your cost estimates have been 19 A. My initia estimate does not include the cost

20 exceeded by actual cost? 20 of asecond well, that is correct.

21 A. | don't have any personal recollection of 21 Q. Didyou undertake a separate calculation to

22 that. 22 determine whether or not a second well was needed?
23 Q. Would you turn with me to page 15 of your 23 A. | mean, from my experience in the industry, |
24 surrebuttal on line 5? 24 certainly know in the ballpark of what that well may be;
25 A. Which page? 25 Dbut until as| talk about with our process we use the
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1 minimum guidelines, we determine an estimate and then if 1 reportsfor the Cedar Glen water system?

2 we're granted acquisition we go ahead and confirm all 2 A. Repeat that question.

3 theinformation we've assembled and get the permitting 3 Q. Have you had a chance to review the Missouri

4 from Missouri DNR before we take any action. So | don't 4 DNR compliance and operational inspection reports for
5 necessarily know what you're driving at but you could 5 the Cedar Glen water system?

6 have this discussion about many other items as well. 6 A. | reviewed the Lake Area Water, the Missouri

7 Q. What I'm saying, you didn't use the table of 7 Water Association, PWSD 5, and | don't remember out of
8 per unit occupancy to come up with whether or not the 8 4l those which ones were specifically Cedar Glen.

9 second well was needed? 9 Q. Doyou have acopy of Mr. Cox's surrebuttal
10  A. |didnot usethat table, no. 10 testimony?
11 Q. Wouldn'tit betruethat if there were 500 or 11 A. |donot.
12 more persons served by that system at Cedar Glen that 12 MR. COMLEY: Mr. Cooper, could | impose on
13 minimum design requirements would be a second well would | 13 you?
14 berequired? 14 MR. COOPER: Yes. Surrebuttal?

15 A. That would betrue. | understand also by 15 MR. COMLEY: Yes, surrebuttal.

16 Mr. Krehbidl, your engineer's testimony that he's saying 16 THE WITNESS: Thank you.

17 that there's $39,000 worth of improvements that would be 17 BY MR. COMLEY:

18 needed to get everything in compliance. Soif you're 18 Q. Would you turn to his Schedules JC-S3 that is
19 arguing that my estimate is too low, | don't understand. 19 at therear of hissurrebuttal testimony?
20 Q. You may have been misreading Mr. Krehbiel's 20 A. I'mhere.

21 testimony. | think you were talking about David Stone's 21 Q. These purport to be compliance and operational
22 testimony about Cedar Glen sewer service. 22 inspection reports from an inspector for DNR. On the
23 A. Where Mr. Krehbiel references that, yes. 23 one dated February 5, 2015, can you read what is beside
24 Q. Haveyou reviewed the Missouri Department of 24 theitem numbered 2087

25 Natural Resources compliance and operational inspection 25 A. Okay. So get meto the exact document again.

Page 167 Page 168

1 Q. It'sSchedule JC-S3. It's acombined 1 A. Whichline?

2 schedule. And thefirst one that appearsis dated 2 Q. I think it'sthe top of the page.

3 February 5, 2015? 3 A. | seeit, yes.

4 A. Page1inthelower right-hand corner? 4 Q. Andyou said that the generator would cost

5 Q. Page 1isthe lower right-hand corner. 5 between, the range would be between 40 and $50,000; is
6 A. Okay, I'm here. 6 that acorrect reading of your testimony?

7 Q. The system nameis Jim Hepler, operator -- or 7 A. That'sacorrect reading.

8 rather Jim Hepler, operator, was interviewed. There's 8 Q. | understand that you served in atechnical

9 anitem 208. Can you read what that says? 9 capacity for Public Water District No. 2 in St. Charles
10 A. PWS needs asecond well (serves morethan 500 | 10 County?

11 people) 11 A. Only on an advisory committee.

12 Q. There'sanother one that's dated August 24, 12 Q. Only on an advisory committee. Do you know
13 2017. If you can turn there with me. 13 whether Public Water Supply District No. 2 isamember
14 A. I'mhere. 14 of the Missouri Rural Water Association?

15 Q. Could you read the first entry under comments | 15 A. 1do not know that.

16 and recommendations for corrections? 16 Q. Doyou know if generators are available from
17 A. 208? 17 any association on a complimentary basis?

18 Q. Yes, sir. 18 A. 1don't know that.

19 A. PWS needs a second well (serves more than 500 | 19 Q. Onpage 17 of your surrebuttal, lines 7

20 people) 20 through 8 --

21 Q. Thank you. On page 16 of your surrebuttal, 21 A. What | do know, though, is on the Missouri

22 top of the page, you discuss the design standards 22 qguidelineit clearly statesthat emergency generationis
23 requiring an emergency generator that will supply power | 23 required if there's over 100 connections.

24 to booster station pumps. Turn with me thereif you'd 24 Q. It may berequired. Theissuewould be

25 like. 25 whether it'sfree or not. So all right. On page 17 of
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1 your surrebuttal, lines 7 to 8, you state there are a 1 isneeded there?

2 number of expenses associated with the interconnection 2 A. It may eliminate the need of the second well,

3 between District No. 5's water system and Cedar Glen's 3 but there's been no dollars and cents provided to show
4 water system as Mr. Krehbiel has testified to that. 4 what that cost of that interconnection would be and it

5 A. | don't recall seeing any dollarsfrom 5 would not eliminate the other upgrades to that Cedar

6 Mr. Krehbiel'stestimony in terms of costsfor a 6 Glen water treatment facility that are till required.

7 connection. 7 Q. 1think Mr. Cox testified that costs of a

8 Q. You state that the interconnection would be -- 8 second well at Cedar Glen may cost $100,0007?

9 another expense for interconnection would be related to 9 A. lItcould, yes.
10 decommissioning and plugging thewell. Canyou tell me| 10 Q. And by interconnecting, are you saying that
11 why the well would need to be plugged? | take that 11 theinterconnection could be in excess of that?
12 back. Wouldn't plugging the well be an option for Cedar | 12 A. Certanly.
13 Glen? 13 Q. Atleast we can agreethat if thereisan
14 A. Show mewhere| say that. 14 interconnection there won't be the necessity of finding
15 Q. Oh, sorry. Page 17, line7. After the 15 property and digging a second well at Cedar Glen?

16 connection, the system would have to deal withthecost | 16 A. That could be atrue statement, yes.

17 of decommissioning the existing well site and 17 Q. | visited with Mr. Cox alittle bit about the

18 components. Wouldn't it be an option for Cedar Glento | 18 need for disinfection of the water system at Cedar Glen.
19 closethat well? 19 | know you were here. Do you recall that | visited

20 A. Yes. 20 about that with him?

21 Q. It would be necessary; isthat correct? 21 A. 1do,yes.

22 A. It would not necessarily be necessary. 22 Q. Isittruethat you have not included a cost

23 Q. Infact, by interconnecting the well with 23 for any kind of disinfection equipment for installation
24 Cedar Heights, as Mr. Krehbiel discusses, wouldn'tthat | 24 at Cedar Glen water system?

25 eliminate the need for the second well that DNR has said | 25 A. Thatistrue.

Page 171 Page 172

1 Q. On page 25 of your surrebuttal, let me seeif 1 hasaready been done, | think you're referring to the

2 | candirect you to the line, but | want to talk about 2 in-house engineer at Central States Water?

3 that moving bed bio reactor. Inyour direct you 3 A. Just the preliminary work so that upon

4 testified that the cost of improvements to the Cedar 4 acquisition we're not starting from ground zero.

5 Glen sewer system would be around $282,000 or a net 5 JUDGE DIPPELL: Mr. Ellsworth, can | get you
6 range. Isthe cost of the MBBR in that estimate? 6 to somehow -- | know the microphone is stationary, but
7 A. Yes 7 if you can move closer to it.

8 Q. How much does an MBBR cost? 8 MR. ELLSWORTH: Okay. | can speak up too.
9 A. It depends. It depends upon the size of the 9 JUDGE DIPPELL: That would help the court
10 system, the number of people being served. 10 reporter hear you.

11 Q. What kind of size did you have for Cedar Glen |11 BY MR. ELLSWORTH:

12 that'sincluded in your estimate? Do you know? 12 Q. Did the engineer that has done some of the

13 A. It'snot like -- they don't necessarily come 13 preliminary work, did he not pick up on the DNR

14 insmall, medium and large. It'sjust based on design 14 requirements that the second well was needed?

15 calculations and the volume you need, and | don't have | 15 A. You'retalking about the second well at Cedar
16 that. 16 Glen?

17 Q. You don't have that number with you? 17 Q. Yes

18 A. That number with me, no. 18 A. Soit goes back down to what we discussed

19 MR. COMLEY: Excuse mejustaminute. | have| 19 before whether or not there isthe -- you exceed the 500
20 no other questions. 20 peopleor if you exceed the flow.

21 JUDGE DIPPELL: Thank you. Isthereany 21 Q. Okay. But you have a DNR report that you
22 questions from the Joint Bidders? 22 reviewed that's connected to the direct testimony

23 MR. ELLSWORTH: Yes. 23 surrebuttal testimony that saysit's needed and there's
24 CROSS-EXAMINATION BY MR. ELLSWORTH: 24 500 people. So why wasit not included in the cost?
25 Q. Mr. Thomas, you stated that alot of the work 25 A. There's-- you certainly must verify all the
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1 information you receive, right. So we haveto verify 1 Q. Did you verify that one of the Joint Bidders

2 that that exceedance exists so that second well is 2 was operating the system at that time? Y ou said we had
3 required. 3 so many violations.

4 Q. Speaking of verifying information, let's look 4 A. Did| verify that one of the Joint Bidders was

5 at your page 7, line 18 of your surrebuttal. Do you 5 operating this system?

6 havethat infront of you still, Mr. Thomas? 6 Q. Yeah, Minnow Brook HOA.

7 A. I'll getthere. Page7, line 18? 7 A. We submitted a DR, a data request, asking for

8 Q. Yes, sir. 8 theinformation for the stuff that they own and operate
9 A. Yes. 9 for thelast five years and if they gaveit to us that
10 Q. That referencesa Schedule TT-S6. | guess| 10 must mean that they own it and operate it because that's
11 need to make sure that's not -- that's attached. So 11 what we asked for.
12 let'slook at TT-S6 aswell, please, in connection with 12 Q. Didyou verify it? You said you verified
13 that. There'sanumber of documents under that exhibit. | 13 information.
14 But | would like you to turn to the notice of violation 14 A. If we asked them for their information and
15 dated September 26, 2016, to Minnow Brook HOA. 15 they gaveit to us, why would | need to do that?
16 A. The page number? 16 Q. Let'sturn back to the notice of violation for
17 Q. You didn't number the pages. It's part of 17 Molokai Pointe Estates August 31, 2015. It'safew

18 Schedule TT-S6. It'sanatice of violation for Minnow | 18 pages behind that, Mr. Thomas. Ask you the same

19 Brook HOA. 19 question. Did you verify that Molokai Pointe Estates
20 A. Let melook at adifferent document. Forgive 20 was owned, operated, had any association with any of my
21 me. I'll get there. 21 clients beforefiling your testimony?

22 Q. That'sokay. No problem. 22 A. | guess my responseisthe same.

23 A. S2, S3, 4, S5. When you have this many 23 Q. Soyou didn't verify it. You got the records

24 violations, it's hard to sort through al of them to 24 and you assumed that my clients were operating them
25 find them. Okay. I'm here. 25 because it was responsive to your reguest?

Page 175 Page 176

1 A. Because they gave them to me, yes. 1 asaresult of your Sunshine records request?

2 Q. And you filed these with the purposes of 2 A. No. Theprimary -- the first set of numbers

3 making my clientslook like they're unable or not 3 iswhat | received in our data request from Lake Area

4 capable of maintaining Osage Water Company assets, 4 Water, Missouri Water Association and PWSD 5, the

5 right? 5 information they gave me. In addition to that, we

6 MS. HERNANDEZ: Objection, argumentative. 6 supplemented that with a Sunshine request, got more

7 JUDGE DIPPELL: I'll let you rephrase your 7 records and found out that they had not fully disclosed

8 question. I'll sustain the objection. 8 all of their violations and there's more.

9 BY MR. ELLSWORTH: 9 Q. Anddid you -- each one -- you filed, what, a

10 Q. What was the purpose of filing these notices 10 thousand pages with your surrebuttal, athousand plus
11 of violation? 11 maybe?

12 A. | guessit'sto verify the fact that PWSD had 12 A. I dontknow. A lot.

13 17 violations, Lake Area Water had 86, Missouri Water 13 Q. It broke my printer and | think it broke

14 had 10. That'swhat they gaveto usand thenwedidour | 14 somebody else's in the room.

15 own Sunshine request of the systems that they operate 15 A. Two binders.

16 and there was 13 more provided during the Sunshine 16 Q. Didyou verify each of those notices of

17 request. That'sjust from asmall sampling of avery 17 violation occurred at atime that one of my clients

18 large stack of information. 18 operated the systems that were subject to the violation?
19 Q. Didyou file any of the letters of compliance 19 A. If your client gave them to us as part of our

20 following these notices of violation with the 20 DR, we believed that they were giving them to us because
21 Commission? 21 they operated and they owned it.

22 A. Wefiled what we received. 22 Q. What about the ones you added to your numbers
23 Q. And the numbersyou just gave, | don't have 23 fromthe DNR? Did you verify those?

24 them memorized, but the numbers you just gave, that was | 24 A. Weverified those on our own. Wetook -- also
25 based solely upon the information you received from DNR | 25 | mentioned it as part of our recent due diligence, we
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1 took samplesin those facilities, those sand plants, and 1 supplemental exhibit but it's named differently.

2 they al violated for pneumonia and TSS and other things | 2 Q. Isit possible that my clients would have

3 too. 3 historical notices of violation maintained in their

4 Q. Yousampled al of the systems my clients 4 filesthat would not be from a period of time they

5 operates? 5 operated the systems?

6 A. No. Just the onesthat we're looking at 6 A. | can't guess about your client's ability to

7 buying. 7 record keep or understand their processes or

8 Q. Osage Water Company? 8 capabilities.

9 A. Yes. Excuseme, | seeyour point. 9 Q. Fair enough. How many notices of violation
10 Q. But my clients don't operate -- 10 has Central States or any of its subsidiaries,

11 A. | understand. 11 affiliates, received in the last five years?

12 Q. Mr. Thomas, please turn to Schedule TT-S8, if 12 A. Two. One of them was for after there was a

13 youwould, please. 13 newly started up plant. There was not an exceedance --
14 A. I'mhere. 14 Q. Mr. Thomas, | don't have a question pending if
15 Q. Again, thisisattached, thisis aschedule to 15 youdon't mind. If there'sonly two, then when | sent
16 your surrebuttal testimony. Did you verify that 16 my datarequest why was it such an onerous task to give
17 Bentwood Condos was operated by my clients, any of my | 17 me the two violations?

18 clients? 18 A. | don't know the answer to that.

19 A. | received thisfrom your client as part of a 19 Q. That wasn't part of your scope of work, right?
20 DR. 20 A. That's correct.

21 Q. Youdid not -- Do you have arecollection you 21 MR. ELLSWORTH: | don't have any further

22 didn't receive this from the Missouri Department of 22 questions.

23 Natural Resources? 23 JUDGE DIPPELL: Isthere cross-examination
24 A. None of what'sin these exhibitsis what we 24 from Public Counsel?

25 received as part of our Sunshinerequest. Theresa 25 MR. HALL: Yes. Mr. Thomas, good afternoon.

Page 179 Page 180

1 THE WITNESS: Good afternoon. 1 letterhead from the department of DNR, correct?

2 CROSS-EXAMINATION BY MR. HALL: 2 A, Letmegetthere. Wrong book. I'm here.

3 Q. So I'll preface this by usualy my standard is 3 Q. Thefront of this-- Likel said, it hasa

4 to print off multiple copies for the witness and 4 |etterhead from DNR, correct?

5 opposing counsel to have. | nearly killed our office's 5 A. Yes.

6 printer printing off all of your schedules. Do you have 6 Q. Thisletter to Ms. Henry, the president of

7 acopy of the schedules you attached to your surrebuttal 7 Camden County Public Water Supply District 5 from Maher
8 testimony in front of you? 8 Jaafari, Chief Engineer from the Public Drinking Water

9 A. | have 9 branch of DNR it looks like?

10 Q. Thank goodness. Okay. | printed off all 10 A. Yes

11 thousand some -- or I'm positing to you is about a 11 Q. And Mr. -- 1 do apologize. | know he'snot in

12 thousand some pages attached to your surrebuttal. Do 12 theroom. | don't mean to mispronounce his name. --

13 you agree with me that most of these papers do not show | 13 Jaafari noted that the requested extension was granted

14 unsafe or inadequate service on the part of the parties? | 14 inthis|etter?

15 A. Dol agree with you that most do not show? | 15 A. That appearsto be what it says, yes.

16 think that that's not necessarily -- | don't think you 16 Q. Okay. Andif I turn the page, thenit'sa

17 can make that kind of statement because they vary with a| 17 receipt for laboratory services, correct?

18 lot of different items, right. 18  A. That'scorrect.

19 Q. Wadll, if you don't mind, let'sjust walk 19 Q. And then the next page following on the same

20 through. 20 scheduleisacopy of what lookslook DNR'srulesin the
21 A. If you'retrying to say if you have one 21 CSR, correct?

22 thousand documents -- 22 A. That'scorrect.

23 Q. Mr. Thomeas, | do not have a question pending 23 Q. And then the next page was an e-mail looks

24 torespond. Mr. Thomas, the first page you scheduled 24 likeagmail account of one Bonnie Burden. It looks --

25 TT-S1, I'mlooking thisisaletter. It hasthe 25 am | interpreting this correctly thisisan
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1 advertisement for an inspection service that was 1 Q. Thefirst page of TT-S4 it looks like a copy

2 available, correct, or solicitation rather than 2 of the actual data request questions, correct?

3 advertisement? 3 A. Yes

4 A. I'd haveto read it thoroughly to understand. 4 Q. Turnthepage. Theselook -- am | seeing

5 Q. The next page in Schedule 1 was another, looks 5 these correctly? It's several series of microbiological
6 like another solicitation of inspection services from 6 analysisreportsfrom DNR?

7 Ozark Applications, LLC? 7 A. That'swhat it appearsto be, yes.

8 A. Okay. 8 Q. Theresvarious different assets that are

9 Q. Okay. Andthat all continues onto the next 9 named in all these different ones. On this particular
10 pageof Schedule 1. What isit within Schedule TT-S1? | 10 page I'm looking at which is the second page of TT-4,
11 What page specifically shows aviolation? 11 thislookslike a sampling done of a swimming pool
12 A. So these documents are the information we 12 restroom done on June 3, 2019?
13 received during the datarequest. We had to go through | 13 A. Yes
14 and sort out through all these documents and look at the | 14 Q. Thenwhen | see A for coliform and fecal
15 documentsto find those violations. And if you look at 15 ecoali, the A isfor absent, correct?

16 the schedules, they're noted on the date and who's the 16 A. That'scorrect.

17 owner and what the type of violation was but they'rein | 17 Q. At the bottom of the page there's a checkmark
18 here. 18 for monitoring violation yes or no, correct?

19 Q. Mr. Thomas, | repeat my question again, you 19 A. That'scorrect.
20 sponsored these schedules. What page within just one 20 Q. The DNR marked no?

21 TT-S1 canyou point to that shows aviolation? 21 A. That's correct.

22 A. I'd have to go through and find them but 22 Q. And there's another checkmark for MCL

23 they'rein here. 23 violation yes and no?

24 Q. Would you please jump ahead to Schedule TT-4. | 24 A. Thatiscorrect.

25 A. I'm here. 25 Q. And DNR marked no?

Page 183 Page 184

1 A. That's correct. 1 Q. Thiswas not created by DNR?

2 Q. Onthe next page of TT-H4 | seeavery similar 2 A. That was not created by DNR, no.

3 page same type of swimming pool, or not same, thismay | 3 Q. Could you please turn to Schedule TT-S6.

4 beadifferent swvimming pool. My pointissimplytosay | 4 A. I'mhere.

5 thisisanother monitoring of another pool done on a 5 Q. Thisisaletter to Mr. Kelly Goss with the

6 different date that's substantially the same form asthe 6 Missouri Water Association from DNR with the same DNR
7 prior page we discussed where there's acheckmark at the | 7 letterhead, correct?

8 bottom denoting whether there was amonitoring violation| 8  A. Yes.

9 or MCL violation, correct? 9 Q. Thisfirst page of the schedule is a cover

10 A. Yes. 10 sheet and then the actual DNR report follows. Do you
11 Q. Andin both instances DNR marked therewasno | 11 agree with me?

12 violation, correct? 12 A. Yes.

13 A. That's correct. 13 Q. Would you please turn to what's noted as page
14 Q. This pattern continues throughout most of 14 3 of the actual report that was attached to the schedule
15 TT-$4, doesn't it? 15 where there's a subheading in bold called unsatisfactory
16 A. Asl said earlier, these are the documents 16 findings?

17 that were supplied to us. We had to go through them and | 17 A. I'mhere.

18 look at them individually to do the analysis that we 18 Q. Can you follow along with me the paragraph

19 provided inthetables. 19 that starts with the numeral 1. Am | reading this

20 Q. Pardonthedelay. I'm simply trying to grasp 20 correctly that the public water system in question

21 all the papersin hand. Soin my hand I'm holding the 21 failed to obtain written authorization from the

22 entirety of TT-S4. You started TT-S5 is another 22 department prior to construction, alteration or

23 schedule you attached. Thiswas a spreadsheet that you | 23 extension of the water system. Did | read that

24 created, correct, using Microsoft Excel it looks like? 24 correctly?

25 A. That Centra States created, yes. 25 A. Yes
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Q. And that waswhat DNR saw was aviolation?

A. Inthisparticular case, yes.

Q. DNR noted in the next sentence that the water
operator constructed a chlorination system was installed
since the last inspection?

A. That's correct.

Q. And the required action following this
8 violation was to submit engineering reports within 180
9 caendar days. Am | reading that correctly?

10 A. That's correct.

11 Q. Pleaseturn to the next following paragraph

12 starting with 1. Am | reading this correctly the

13 violation here was the public water system has not

14 transferred a permit to dispense water from the prior
15 owner to the new operator?

16 A. Whereareyou?

17 Q. Same page, simply the paragraph that starts

18 with I.

19 A. Thenumber |1, yes, go ahead.

20 Q. Il. Thepublic water system has not

21 transferred a permit to dispense water to the public, to
22 the new owner asrequired. Am | reading that correctly?
23 A. Yes.

24 Q. Andtherequired action that DNR prescribed
25 following that violation was to complete an enclosed

No oabhwNPRE

1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 186

application. Am | reading that correctly?

A. Yes

Q. Do you agree with me that completing
applications and filing engineering reportsis the
textbook definition of paperwork?

A. If youlook at our tables that we provided,
there's effluent limit violations.

Q. Mr. Thomas, that was not my question. My
guestion was as to these two violations I've denoted,
would you agree that those are paperwork?

A. They're necessary.

Q. That wasn't the answer to my question.

A. They're paperwork, yes.

Q. Thank you. Your Schedule T-S7 -- TT-S7,
pardon me, this was another Excel spreadsheet that you
created, correct?

A. That Central States created, yes.

Q. Soagain for the purpose of the record I'm
positing to you we went through TT-S1. HereisTT-4
all the way through 7. Would you agree with me that
this represents a substantial chunk of what you put in
the record as your full schedules?

A. Yes

Q. 1 ask my question again. Do you agree that
the mgjority of the schedules you filed do not show

Page 187

violations?

A. | think it's one of those things on how you're
asking the question. Do those by the fact that most of
the papersin that are not direct violations, does that
represent that there are not issues with violations? |
do not agree with that. If you're asking me on a
strictly math basis if the number of those pagesin
those documents are not violations, that is correct.

MR. HALL: Thanks. No further questions.

JUDGE DIPPELL: Arethere questions from the
Commission? Mr. Chairman, do you have any questions?
Commissioner Kenney?

COMMISSIONER KENNEY: No questions. Thank
you.

JUDGE DIPPELL: Commissioner Rupp?

COMMISSIONER RUPP: No, thank you.

JUDGE DIPPELL: | just have one.

QUESTIONS BY JUDGE DIPPELL:

Q. At one point during questioning you were asked
about -- that's when Mr. Ellsworth was questioning you.
Y ou were asked about did you verify these things on your
own and your answer to most of the questions was that
these were the documents that were presented to you in
data requests?

A. Yes

©O© 00O ~NO UL WN P
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Page 188
Q. At one point he asked when you said that you

had gotten the Sunshine requests from DNR and you said
you had verified those on your own?
A. That's correct.
Q. What do you mean by that? What did you do?
A. Sowhen we did the Sunshine request for
Missouri DNR, we gave them the specific facilities that
we had verified that are operated by the Lake Area Water
and Missouri Water Association and PWSD 5 and so those
are the records we got when we requested those.
Q. That was verified as of -- that they operated
those as of the date of the request or as of the date of
the violation?
A. That was as of the date of the request.
JUDGE DIPPELL: Okay. All right. That'sall
the questions | have. Are there any further
cross-examination questions based on my questions? From
Staff?
MS. PAYNE: No, thank you.
JUDGE DIPPELL: Sorry. | just thought of one
more.
BY JUDGE DIPPELL:
Q. Inthetablesthat Central States created or
that you created that were attached to your testimony,
the summary tables that was TT-S7 and maybe TT-S2, at

TI GER COURT REPORTI NG LLC 185..188
WAV TI GERCR. COM

573. 999. 2662





WA- 2019- 0185 Vol

2

Page 189 Page 190
1 least on TT-S7 thelast column says source and gives a 1 to DNR? Did you make the request yourself?
2 lot of letters, numbers. I'm not sure. What isthat? 2 A. | did not make the request myself.
3 What does that refer to? 3 Q. Wasit ageneral request in which you asked
4 A. Whichoneisthat? 4 DNR for records for the last five years for each of
5 Q. It'sTT-S7. 5 these systems?
6 A. SotheMissouri DNR has avery specific filing 6  A. Youknow, | don't have the exact request with
7 system for electronic files, which | won't attempt to 7 mebutit'ssimilar.
8 tell you how it works, but specifically that source and 8 Q. Youdidn't request the DNR records for the
9 itwasjustin the printout of the way -- we have the 9 period during which my clients owned the systems; is
10 other sources on the other ones. When we printed this 10 that true?
11 out, it wasjust adifferent format. Those arethe 11 A. | don't know the answer to that actually.
12 exact Missouri DNR files where these can be located. 12 MR. ELLSWORTH: So nothing further.
13 Q. Okay. Sothat'sarecords number from DNR? 13 THE WITNESS: | know there's a certain number
14 A. That'scorrect. 14 of years we requested.
15 JUDGE DIPPELL: Okay. Okay. Now based on my 15 JUDGE DIPPELL: Thank you. Isthere anything
16 questions are there further cross-examination from 16 further from Public Counsel based on my questions?
17 Staff? 17 MR. HALL: Public Counsel defersfrom asking
18 MS. PAYNE: No, thank you. 18 further questions at thistime.
19 JUDGE DIPPELL: From Cedar Glen? 19 JUDGE DIPPELL: Isthereany redirect?
20 MR. COMLEY: No questions. 20 MS. HERNANDEZ: Yes. Thank you.
21 JUDGE DIPPELL: From the Joint Bidders? 21 REDIRECT EXAMINATION BY MS. HERNANDEZ:
22 MR. ELLSWORTH: Just asafollow up to Judge 22 Q. Let'sstart at some of the questions you
23 Dippell's questions. 23 received from OPC. Can you turn to your Schedule 4,
24 FURTHER CROSS-EXAMINATION BY MR. ELLSWORTH: | 24 TT-$4.
25 Q. Mr. Thomas, what was the request you submitted 25 A. I'mhere.
Page 191 Page 192
1 Q. Allright. And you were asked about some of 1 OPCwasusing. It's Bates stamped at the bottom
2 these monitoring reports. Do you recall the question 2 MWA1.17-000101 and the collection point it says swimming
3 from the Office of Public Counsel on that? 3 pool outside. Y ou see the chlorine residual column?
4 A. Yes 4 A. 1do,yes.
5 Q. | believe they stated that there's several of 5 Q. Doesthat chlorine level indicate anything to
6 those monitoring reportsin your Schedule 4. Do you 6 you?
7 remember that -- 7  A. It'slessthan .02
8 A. Yes 8 Q. Andintermsof chlorine and water, isthere a
9 Q. --lineof questioning. Okay. And then 9 standard that DNR -- is there a DNR standard for?
10 pointing you to the sample results, in particular the 10 A. Therésastandard and | believeit's .5. |
11 total coliform and the fecal ecoli. Do you remember? | 11 could be wrong but | think it's .5.
12 A. 1do. 12 Q. Allright. Sointerms of these documents,
13 Q. Okay. Look at that chlorine residual column. 13 when you included them in your schedule, were you trying
14 A. |seeit. 14 to refer to something besides the sample results for
15 Q. Isthat indicating anything to you on this 15 total coliform or fecal ecoli?
16 document? 16 MR. ELLSWORTH: | just want to pose an
17 MR. HALL: | would simply ask for 17 objection. There'sno relevance. There's no foundation
18 clarification asto which page number that counsel is 18 totiethis-- We don't even know what swimming pool
19 looking at. There are hundreds of these forms filed. 19 thisis. Thiscould have been apool --
20 None of them are page numbered. Just some type of 20 THE WITNESS: Thisisnot actually aswimming
21 clarification for the record would be appreciated. 21 pool. Thisisthe water sample tap where they take the
22 MR. ELLSWORTH: Also clarification asto what | 22 test. It'snot actually the swimming pool. It'satap
23 system we're talking about, the date. 23 atapool.
24 BY MS. HERNANDEZ: 24 JUDGE DIPPELL: Mr. Thomas, let merule on the
25 Q. | wastrying to go off the same document that 25 objection.
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1 MR. ELLSWORTH: It goesalittle further than 1 A. Yes, correct.

2 that aswell. We don't know where thisis taken. 2 Q. Sotheanalysisreport is showing the level of

3 JUDGE DIPPELL: | appreciate your objection 3 chlorinein drinking water?

4 but we have aready admitted these and so the Commission | 4 A. That's correct.

5 will - 5 Q. Why ischlorine in drinking water important?

6 MR. ELLSWORTH: True. 6 A. For disinfection.

7 JUDGE DIPPELL: -- take that with the weight 7 Q. Allright. And let'sjust go back one page,

8 of the evidence when it reviewsit. Go ahead with your 8 thefirst page of Schedule TT-S4 and DR 1.17.

9 question. 9 A. I'mhere.
10 BY MS. HERNANDEZ: 10 Q. Allright. And what documents did you request
11 Q. | believe I'd asked what this chlorine 11 inthisDR?
12 residual level meansto you. 12 A. Please provide the last two years of sampling
13 A. Thisdoesdenote aviolation. Whether or not 13 reports for each of the water systemslisted in the
14 we used thisonein the table or not, | don't know. I'd 14 responseto DR 1.16.
15 haveto go back and cross check, cross reference. 15 Q. Thedocumentsin TT-$4, you received these
16 Q. Sothecollection point you had mentioned that 16 documentsin response to the data request that was
17 -- well, it states swimming pool outside. Do you know 17 submitted to Missouri Water Association?
18 what collection point -- what are they referring to 18 A. That's correct.

19 there? 19 Q. Allright. Let'sgo to your Schedule 6,
20 A. I've never been there but typically they refer 20 TT-S6.
21 to either like afaucet in the bathroom or at the pool 21 A. I'mhere.
22 deck or something like that. There'sjust different 22 Q. Allright. Do you recall the line of

23 location points for every system the DNR referencesfor | 23 questioning essentially from the Office of Public

24 collection points for water samples. 24 Counsdl stating that these were not -- these were mere
25 Q. Okay. And for drinking water, correct? 25 paperwork violations versus safe and adequate service?

Page 195 Page 196

1 A. |do. 1 for discharge monitoring reports?

2 Q. Allright. Canyou explain why acompany 2 A. Itdid. For NOVs, discharge monitoring

3 maintaining appropriate records might be necessary? 3 reports, and there was one other element but | can't

4 A. It'sabsolutely necessary. Otherwise, how 4 recall.

5 else areyou going to prove that you provided safe and 5 Q. How often does the company generate a

6 reliable service. 6 discharge monitoring report?

7 Q. Do you have any opinion on why DNR has 7 A. It depends upon the system and whatever the

8 standards for submission of paperwork? 8 permit requires but monthly on some, quarterly on

9 A. Sothey can completely understand and keep up 9 others.

10 to date with how each system is running their -- how 10 Q. All right. Soyou would be collecting a

11 each owner isrunning their systems and making sure 11 report, amonthly report for how many systems under this
12 they'rein compliance. 12 DR?

13 Q. Do you recall aquestion from Mr. Ellsworth to 13 A. Gosh, many. Over 20 probably.

14 the effect that he had asked a data request for notices 14 Q. So more paperwork than just gathering two

15 of violation from the applicant? 15 violations?

16 A. Yes. 16 A. Oh, certainly, yes.

17 Q. And you had mentioned that there were two 17 Q. You mentioned there were two violations. What
18 violationsand | think Mr. Ellsworth commented something | 18 were they and when?

19 tothe effect that shouldn't have been so time consuming 19 A. Both of them have to do with Raccoon Creek.
20 to get that information? 20 Oneof themwasa, | believe afailureto report by a

21 A. |recdl. 21 prior contract operator who is not working for us any
22 Q. Wasthere anything else asked for in that DR 22 more dueto lack of performance. The other one was on
23 request? 23 the start up of anew plant there were no exceedance

24  A. |don'trecal. | don't recall. 24 violations but there was some pin floc noted in the

25 Q. Do you recall whether the request also asked 25 creek. And that was associated with the start up, a
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1 plant start up. 1 A. We had to review each document that was
2 Q. I'll haveyou jump around alittle bit. Let's 2 provided by usthrough the DR and read it and understand
3 gotoyour Schedule 10. 3 if there'saviolation and what the violation is and the
4 A. I'mhere. 4 nature of theviolation.
5 Q. Allright. And you remember aline of 5 Q. Did you do that same process for Missouri
6 questioning about whether you verified whether the 6 Water Association and the Public Water Supply District?
7 systemswere owned by Lake Area Wastewater Association| 7 A. Yes.
8 or Missouri Water Association or Public Water Supply 8 Q. And you included those in your schedules as
9 District at the time these DNR correspondence letters 9 well?
10 were generated? 10 A. Yes
11 A. |do. 11 Q. Doyou still have Schedule S3 of -- from
12 Q. All right. What isyour schedule -- What is 12 Josiah Cox in front of you?
13 Schedule TT-S10? 13 A. | don'trecal.
14 A. It'salist of the Lake Area Water systems by 14 Q. Therewasaline of questioning where you were
15 facility name and the status of who isthe owner and 15 being asked or Mr. Ellsworth was pointing to a DNR
16 operator. 16 document that said a second well was needed to serve
17 Q. Allright. Let'sgo to your Schedule 12. 17 more at Cedar Glen?
18 A. I'mhere. 18 A. | recal that, yes.
19 Q. You were asked aline of questions about 19 Q. Do you recall whether you had those documents
20 verifying, essentially verifying what the documents said 20 infront of you when you were developing your estimates
21 that we were provided in a data request, rely on that. 21 included in your testimony?
22 A. Yes 22 A. | donotrecall, no. | don't think we did.
23 Q. Doyou recall that line of questioning? 23 Q. Youdon't believe you did have those in front
24 A. Yes 24 of you?

25 Q. How did you generate Schedule TT-S12? 25 A. It wasthe third-party engineer that did the
Page 199 Page 200

1 basisof that, and | can't say whether or not he did. 1 recall the exact numbers. There was the purchasing of

2 Q. You were asked a question about page 17 of 2 the easement, there'sthe DOT permits, there's the

3 your surrebuttal, line 7 through 8. 3 boring, the laying of thelines. They were relatively

4  A. What page again? 4 expensive but | don't remember the number.

5 Q. Pagel7. 5 Q. But more than zero?

6 A. I'mhere. 6 A. Oh, certainly.

7 Q. All right. And line 7 through 8 there was a 7 Q. Therewasaline of questioning asking you

8 line of questioning about interconnection costs? 8 about your estimates and your testimony being only

9 A. Yes 9 preliminary. Do you recall?

10 Q. Haveyou seen any reports that would indicate 10 A. lrecal, yes.

11 any estimates for interconnection costs? 11 Q. Canyoudiscuss| guesswhat will occur if the
12 A. Youknow, | recall seeing an engineering 12 Commission alows the applicant to acquire this system
13 report that was done by PWSD 5 a couple years ago where | 13 in terms of refining those estimates?

14 they were looking at three options on whether or not to 14 A. Assuming that we get the AOCs or the

15 connect Cedar -- | can't remember the name of the two 15 agreements on consent to operate those facilities for a
16 systemsthey own -- whether or not to connect one of 16 period of time, which wetypically do, we'll operate

17 those, one of those or two of those together or even | 17 thosefacilities for aperiod of months and verify, you
18 think Old Kinderhook and as part of that there was, yes, 18 know, all the items of the estimate and verify that they
19 some interconnection costs. 19 needto be done. The other thing we'd certainly verify
20 Q. Do you recall what those interconnection costs 20 isthe -- specific to Cedar Glen isthe number of

21 were? 21 residentsthat are there or the flow rate and determine
22 A. | mean, there were multiple partsin the 22 which way DNR wants us to go with regard to storage or
23 edtimates. There'sthe estimates of what they have to 23 additional well there.

24 do with the facilities themselves and then below | 24 Q. Hopefully my last question. Do you recall

25 recdl the interconnection costs, but | mean | can't 25 some questions from staff regarding | guess what they
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1 cal SSOs or sewage overflows? 1 A. Yes

2 A. | recall one about a bypass. 2 Q. Could you indicate what pictures show what you
3 Q. Bypass. Thank you. And you had mentioned 3 observed that day?

4 that you had been to some of the facilities here 4 A. By my packet --

5 recently? 5 MR. ELLSWORTH: I'm sorry, Judge. 1'm going
6 A. | have. Actualy had some pictures from my 6 to object from testifying to a document that hasn't been
7 recent tours, visits last week. | actually have a 7 admitted. There's no foundation for these pictures.

8 picture of the bypass. 8 They were not previously provided to any counsel. I've
9 MS. HERNANDEZ: | want to pass out another 9 never seen these previously.
10 document. 10 JUDGE DIPPELL: Wouldyou liketo lay a
11 THE WITNESS: Little harder to pass out but | 11 foundation for these before you --
12 haveavideo of that too. 12 MS. HERNANDEZ: Sure.
13 MS. HERNANDEZ: Should we just mark thisfor | 13 BY MS. HERNANDEZ:

14 identification as Exhibit 8? 14 Q. Mr. Thomas, can you look through the packet of
15 JUDGE DIPPELL: WEe'l mark that for 15 information that's been provided to you?

16 identification purposes as Exhibit 8, and thisis 16 A. Yes

17 picturesof Cedar Glen. | guessit's more -- 17 Q. All right. And what isthis document?

18 MS. HERNANDEZ: I'll ask the witness. 18 A. These are pictures taken last week of the

19 JUDGE DIPPELL: Okay. | justwantedto give |19 Osage Water facilities or water and wastewater

20 itatitle. 20 facilities.

21 MS. HERNANDEZ: Sure, that'sfine. Osage 21 Q. Arethese pictures that you took yourself?

22 Water facilities. 22 A. | took them personally, yes.

23 JUDGE DIPPELL: Okay. Go ahead. 23 Q. And arethey an accurate representation of

24 BY MS. HERNANDEZ: 24 what you viewed that day at each of these facilities?

25 Q. You had mentioned that you witnessed a bypass? | 25 A. Yes

Page 203 Page 204

1 MS. HERNANDEZ: Andwiththat | would offer | 1 there'sissues. | think the cross wastrying to contest

2 Exhibit 8. 2 that the documentsincluded in surrebuttal don't contain
3 JUDGE DIPPELL: Would there be an objectionto| 3 all theviolations that Mr. Thomas says are summarized

4 Exhibit 8? 4 inthosetablesincluded in his schedulesaswell. Sol

5 MR. COMLEY: What is the purpose of the 5 think thisisto show the current condition that there

6 photographs? Isit for purposes of hisredirect after 6 arethese situations at these facilities and also to go

7 the questions from staff or | think that would be with 7 specifically to the question asked about the bypass.

8 Eagle Woods bypass. That'sall. Only one of the 8 MR. COMLEY: I'm thinking that there are

9 photographs | think shows Eagle Woods. 9 photographs of systems that were not referred to by OPC.
10 MS. HERNANDEZ: It goesto certainly the 10 | think OPC was talking about systems that were

11 bypass question but also to al the questions about 11 purportedly operated by the Missouri Water Association
12 whether there are violations or issues at each of these 12 and the Lake Area Wastewater Association and the

13 facilities that the cross questions were indicating that 13 district. Thesearenot. If anything, it's cumulative

14 the documents did not show. 14 for the surrebuttal testimony has already been shown.

15 MR. HALL: Public Counsel must also cite an 15 These photographs are already in the surrebuttal .

16 objection. The questionsthat were posited to him 16 JUDGE DIPPELL: I'mgoing to sustain the

17 bringing these pictures were up were about the bypass. | 17 objections and not admit these photographs. | mean, the
18 These pictures seem to document more than that. This | 18 time for direct haslong passed and | don't see how

19 seemslike ablatant attempt to inflate surrebuttal 19 these arerelevant to the redirect.

20 testimony with exhibits that could have been filed at 20 MS. HERNANDEZ: No further questions. Thank
21 thetime when they wereto befiled. 21 you.

22 JUDGE DIPPELL: Isanyone contesting that 22 JUDGE DIPPELL: Mr. Thomas, | believe that
23 there are issues with these systems? What isthe 23 concludes your testimony and you may step down.

24 relevance of these pictures? 24 (Witness excused.)

25 MS. HERNANDEZ: The documents, it's not that | 25 JUDGE DIPPELL: WEe've only been in here about
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Page 205
an hour and 15 minutes. 1'm tempted to take a

ten-minute break before we begin with Staff's witnesses.
| see at least one nod. Let's go ahead and take aten,
twelve-minute break and come back at 3:15. Whileyou're
on break, | would like to know when you get back like do
we think that there's any chance if we stay alittle
late we could get through all the witnesses today or
should we just plan on coming back in the morning?
Think about that while you're on break. I'll see you at
3:15.
(Off the record.)
JUDGE DIPPELL: Let'sgo ahead and go back on
therecord. We're back on the record after our break
and we're ready to begin with Staff's witnesses.
MS. PAYNE: Staff would call its witness
Natelle Dietrich to the stand.
(Witness sworn.)
NATELLE DIETRICH, being sworn, testified as follows:
DIRECT EXAMINATION BY MS. PAYNE:
Q. Would you please state and spell your name for
the court reporter?
A. Natelle, N-a-t-e-I-I-e, Dietrich,
D-i-e-t-r-i-c-h.
Q. And by whom are you employed and in what
capacity?

24

Page 206
A. I'memployed by the Public Service Commission

as Commission Staff Director.
Q. Anddid you prepare or cause to be prepared
testimony that's been marked in this case as Exhibit
100, the Direct Testimony of Natelle Dietrich
confidential and public as Exhibit No. 101, the
Surrebuttal Testimony of Natelle Dietrich and Exhibit
No. 105, the Supplemental Testimony of Natelle Dietrich
confidential and public?
A. ldid.
Q. Do you have any changes or corrections to make
to that testimony at this time?
A. Yes. Tothedirect testimony, what is
identified as confidential Schedule ND-D2, which is
Staff's recommendation, in the cover pleading that goes
with the Staff recommendation it mentions the letter
from Spencer Fane and it saysthat the letter is marked
as Attachment B. When it wasfiled it was marked as
Attachment A. So the letter from Spencer Fane should be
Attachment B to Staff's recommendation.
And then on the supplemental testimony that
was filed, wefiled red line and clean versions of
Staff's updated memorandum and as part of doing that
process there was some additions added to the Staff
memorandum that we determined were not responsive to the

©oo~NOOOTh WNPE

Page 207
order to just make adjustments based on Reflections and

acouple of those did not get deleted. So on thered
line version of the Staff memorandum on page 6 of 26,
the end of thefirst paragraph where it's talking about
water and sewer systems, there'sared line that says
and through the DNR website. That additional language
should be stricken as not applicable to Reflections.
On page 8 of 26, there's what looks like it
could be athird paragraph that's al red lined. It
starts with on September 1, 2019, DNR terminated Cedar
Glen, so on and so forth. That paragraph should be
deleted as not applicable to Reflections.

And then the last one is actually the opposite
where it was language that somehow got deleted and
should not have been. That's on page 25 of 26. The end
of the first paragraph on that page where it's talking
about a sample letter was provided, on the original
Staff memorandum there was a sentence after that that
said these -- that's the wrong sentence. I'm sorry.

It's the paragraph that's publicity and customer notice
which is at the top of page 25 of 26 of the red line
version. The sentence that was inadvertently deleted
from the original Staff recommendation says as of the
date of thisreport, zero public comments have been
entered in the Commission's Electronic Filing
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Page 208
Information System concerning this case. That statement

should still bein the Staff memorandum because it was
not updated as aresult of Reflections. And then --
JUDGE DIPPELL: I'msorry. Canyou tell me
again where that sentence was omitted?
THE WITNESS: Yes. At the bottom of page 24
of 26 of thered line version, it's publicity and
customer notice. At the very end of that section after
the words upgrades of these water and wastewater
systems.

JUDGE DIPPELL: Okay.

THE WITNESS: And then those same changes
would be made in the clean version of the Staff
memorandum which was also attached. And on the clean
version the first changeis on page 5 of 21 and it's the
end of the paragraph starting with the water and sewer
systems. The language and through DNR website should be
deleted. On page 7 of 21, it'swhat looks like a second
full paragraph. Starts on September 1, 2019, DNR
terminated. That paragraph should be deleted. And
again the adding of the language would be on page 20 of
21 at the end of thefirst full section publicity and
customer notice.

BY MS. PAYNE:
Q. And given those corrections, if | wereto ask
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Page 210

1 you the same questions contained in that testimony 1 Q. The Staff has not performed an examination of
2 otherwise, would you have the same answers? 2 the Public Water Supply District No. 5, Missouri Water
3 A Yes 3 Association or the Lake Area Wastewater Association as
4 MS. PAYNE: All right. Thenwiththat | go 4 to their technica, manageria and financial capability
5 ahead and offer Exhibit No. 100C and P, 101 and 105C and 5 to own and operate water and wastewater systemsin
6 Pintotherecord. 6 Missouri in this case, hasit?
7 JUDGE DIPPELL: 100 isthe Direct Testimony, 7 A. That's correct.
8 101 isthe Surrebuttal Testimony and 105 isthe 8 Q. Andisthat because an application requesting
9 Supplemental Testimony? 9 permission for transfer to the Water District, MWA and
10 MS. PAYNE: Correct. 10 LAWWA isnot before the Commission?
11 JUDGE DIPPELL: And there are confidential 11 A. That's correct, after that was discussed with
12 versionsof 100 and 105? 12 Staff Counsel's office as to how to address that.
13 MS. PAYNE: Correct. 13 Q. And Osage Water Company, to your knowledge, is
14 JUDGE DIPPELL: Would there be any objection 14 still currently considered a public utility, isn't it?
15 to those exhibits? Seeing none, then | will receive 15 A. Yes, itis.
16 thoseinto the record. 16 MR. COOPER: That's all the questions | have.
17 (STAFF'SEXHIBITS 100C, 100P, 101, 105C AND 17 JUDGE DIPPELL: Isthere any cross-examination
18 105P WERE RECEIVED INTO EVIDENCE AND MADE A PART OF THIS | 18 by Cedar Glen?
19 RECORD.) 19 MR. COMLEY: Yes, Your Honor.
20 MS. PAYNE: Then | will tender this witness 20 CROSS-EXAMINATION BY MR. COMLEY:
21 for cross. 21 Q. Ms. Dietrich, on page 16 of your revised
22 JUDGE DIPPELL: All right. Isthere any 22 memorandum, | think that's whereit is. Forgive me.
23 cross-examination by OUOC? 23 I'malittle confused about some of the changes. If
24 MR. COOPER: Yes, Your Honor. Thank you. 24 ther€'s been a change on this, let me know.
25 CROSS-EXAMINATION BY MR. COOPER: 25  A. Okay.
Page 211 Page 212
1 Q. There'sastatement in the second paragraph 1 A. Oh, bid on them. I'm not familiar with that.
2 that Staff also considers -- well, for itsreviewsin 2 Other staff members may be.
3 connection with cases like this my understanding is 3 Q. Itwasinthe letter from Eric Johnson that
4 Staff also considers whether or not other utility 4 you attached to your Staff recommendation. | thought
5 entities are available to provide similar service? 5 well, that was something you reviewed in advance.
6 A. That statement is applicable to Reflections. 6 A. Correct, yes.
7 That's applicable to entities that are not currently 7 Q. Eric Johnson's letter points out that Cedar
8 regulated by the Commission. 8 Glenitself had bid on those assets at one time; is that
9 Q. Soyou were saying this statement would be 9 correct?
10 whether Reflections was able to provide similar service | 10 A. That'scorrect.
11 to the customers? 11 Q. Eventhough the Staff knew that that had
12 A. No. Aspart of the Reflections -- Osage 12 happened, Staff did not try to contact any of the Cedar
13 Operating Company's application to acquire Reflections, | 13 Glen customersto find out preferences that they would
14 we would have considered whether there were other 14 prefer -- excuse me for the word play, their
15 entities that would be able to provide service because 15 preferences?
16 Reflections was not a Commission regulated entity. 16 A. Staff considered the application that was
17 Q. |see. Youwould not consider other available 17 before the Commission.
18 public entities in the area that would serve the Cedar 18 Q. And of course, | mean, the district and
19 Glen ares; isthat what you're saying? 19 Missouri Water Association and Lake Area Wastewater
20 A. Correct. 20 Association are not applicants in this case?
21 Q. Sothen| understand the Staff knew that Cedar 21 A. That's correct.
22 Glen had bid on these assets years ago. Would that be | 22 Q. Onemore question just to make clear. No
23 correct? 23 member of the Staff contacted the president of the

A. Had been on them?
Q. Had bid on them.

24
25

homeowners association at Cedar Glen to find out what
its preferences might be in connection with this
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1 application? 1 MR. ELLSWORTH: Yes, Your Honor.
2 A. Not that I'm aware of, but we typically would 2 CROSS-EXAMINATION BY MR. ELLSWORTH:
3 not do that because there was not an application from 3 Q. Just briefly asafollow up. Did the Staff
4 that entity before the Commission. 4 evauate the necessity of the repairs proposed?
5 Q. If you had, it would probably have been 5 A. I'm not sure what you mean by necessity
6 referred to in your memorandum, I'm assuming? 6 because the standard for this particular application is
7 A. Correct. 7 not detrimental to the public interest. Necessity isa
8 Q. Would it befair to say the Staff did not 8 different standard. So perhapsit'sa--
9 independently estimate the cost of any of the 9 Q. Inyour Staff recommendation you did mention
10 improvements that OUOC has said are needed for these| 10 some of the repairs that were proposed to be made to the
11 systems? 11 four systems by Osage Water Company, correct?
12 A. No. Staff reviewswhat is put beforeit, and 12 A. Correct.
13 then asfar asthe actual dollar amounts that would be | 13 Q. Andyou did state that you didn't agree or
14 part of arate case review. 14 disagree with whether or not those were necessary,
15 Q. Later. But right now none of the Staff 15 didn'tyou, if | can find the exact language? What I'm
16 reviewed it, in fact, accepted those estimates for 16 recalling specifically iswith respect to Cedar Glen, if
17 purposes of your memorandum? 17 | find your language. In the Staff recommendation, you
18 A. Staff did not review and Staff has not 18 did go over the proposed improvements or repairsto the
19 accepted them, no. 19 systems?
20 Q. Okay. There'sbeen no effort to confirmthose | 20 A. Staff reviewed what Osage Utility Operating
21 estimates are within range; is that correct? 21 Company was suggesting might need to be repaired as far
22 A. Not at this stage of the process, no. 22 asthe systems, yes.
23 MR. COMLEY: | have no other questions. 23 Q. And there was no real comment on whether those
24 JUDGE DIPPELL: Isthere questionsfromthe |24 were necessary?
25 Joint Bidders? 25 A. Correct. What was throwing me was your use of
Page 215 Page 216
1 theword necessity. 1 technical.
2 Q. Okay. | understand. But you did comment that | 2 Q. With respect to the policy then, correct me if
3 you did contact the operator of the systems Lake of the | 3 I'm wrong, the standard of review for the application
4 Ozarks Water and Sewer? 4 for sale of assets when you're submitting an application
5 A. Correct. Standard process when we have an 5 for acquisition incentive, isthat the Code of State
6 application for acquisition or transfer of assets, those 6 Regulations 240-10.085 subsection 4? Does that state
7 types of things, we go out, we do inspections of the 7 the standard of review for the sale of assets where an
8 facilities, we meet perhaps with the management, those | 8 acquisition incentiveis part of the application?
9 types of things. 9 A. Yes
10 Q. And with respect to the Cedar Glen facility, 10 Q. AndI haveto ask that because | don't know.
11 Lake-- wecall them LOWS at the lake, L-O-W-S, they |11 So | want to make sure we're on the same page.
12 stated that the current treatment plant would meet the 12 A. Just to clarify, the Commission has moved to
13 ammonialimits and no new construction will be needed; | 13 the Department of Commerce and Insurance and our rule
14 isthat true? 14 numbers have changed. So now instead of 4 CSR
15 A. That would probably be better addressed to 15 240-10.085 it would be 20 CSR 4240-10.085.
16 Mr. Roosisthe technical expert. 16 Q. Thank you for adding to my confusion. So
17 Q. Okay. Alsoit was noted in the recommendation | 17 we're on the same page | believe with the standard of
18 that a DNR sewer inspection report there's no 18 review. Would you agree with me that under that
19 unsatisfactory conditions? 19 standard of review one of the elements the Staff needs
20 A. Samething, Mr. Roos would be better able to 20 tolook at isthe purchase pricein the financial terms
21 answer that. 21 of the acquisition and make sure that they're fair and
22 Q. Would that be -- If | asked you similar 22 reasonable and have been reached at arm's length
23 questions on the other systems, would that be the same | 23 negotiation. Isthat one of the elements?
24 answer, talk to Mr. Roos? 24 A. Yes. Onasubpart 4D says the purchase price
25 A. Yes. I'mthe policy withess and he's more the 25 andfinancial terms of the acquisition are fair and
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1 reasonable and have been reached through an arm'slength | 1 within areasonable period of time. Doesthisrequire

2 negotiation. That's what the application has to 2 you to determine whether or not the repairs and

3 demonstrate. 3 improvements stated in the application are necessary?
4 Q. Andjustto clarify, the application filed by 4 A. | don't read that as requiring the Commission

5 Osage Utility, thereis part of that includes an 5 to make adetermination as to whether the improvements
6 acquisition incentive or incentives, right? 6 arenecessary. The application needs to include that

7 A. That's correct. 7 information asto any improvements that it deems

8 Q. What did the Staff find out with respect to 8 necessary to make the utility viable. They haveto

9 thefinancial terms of the acquisition? 9 propose how they plan on doing that or within what
10 A. We had discussions when the application was 10 period of time.
11 first submitted and, of course, at that time it included 11 Q. Soyour emphasison that is more the period of
12 Reflections. We've since had additional discussions 12 time to make sure the repairs are made when reviewing
13 removing Reflections where we looked at what the 13 that application, right?
14 financia transaction was, whether it was arm's length 14 A. Correct.
15 or not, whether we thought they meaning Osage Utility 15 Q. Andisit your position that on the next to
16 Operating Company met all of the requirements of section | 16 last element the acquisition isin the public interest.
17 4. 17 Doesthe Staff take into consideration the effect on the
18 Q. Okay. But the application itself doesn't 18 ratepayer increase of rates?

19 include any of the financial terms, right, the interest 19 A. Inthisparticular type of acquisition, the
20 rate, the term of the loan, who the lender is, that type 20 standard is not detrimental to the public interest. So
21 of stuff, right? 21 the Staff looks at the application as compared to status
22 A. That'scorrect. It wasnot afinancial or a 22 quo, if you will, and makes a recommendation as to
23 finance application. 23 whether Staff thinks that the transaction is detrimental
24 Q. Okay. Under 4E, any plant improvements 24 or not. That would include things such as what they're
25 necessary to make the utility viable will be completed 25 proposing to do, whether there isaneed for

Page 219 Page 220

1 improvements. Inthis particular case an entity that's 1 Commission would be unlikely to occur without the

2 beeninreceivership hasfiled bankruptcy. Sothoseare | 2 probability of the incentive.

3 thetypes of thingsthat are considered. 3 Q. Soyour reading isthat the applicant would be
4 Q. Did the Staff make a determination with 4 --the applicant's acquisition would be unlikely to

5 respect to the last element that the acquisition would 5 occur?

6 beunlikely to occur without the probability of 6 A. That's correct.

7 obtaining an acquisition incentive? 7 Q. Theacquisition in generd of the system?

8 A. Again, | don't think the rule requires Staff 8 A. That's correct.

9 to makethat finding. It'sastatement that needsto be 9 MR. ELLSWORTH: No further questions.

10 included in the application as to whether the 10 JUDGE DIPPELL: Thank you. Isthereanything
11 acquisition would be unlikely to occur without the 11 from Public Counsel?

12 probability of obtaining an acquisition incentive. 12 MR. HALL: Yes, Your Honor. I'll attempt to
13 Mr. Cox indicated in histestimony that the transaction | 13 bebrief. Good afternoon, Ms. Dietrich.

14 would not occur absent the acquisition incentive. Staff | 14 THE WITNESS: Good afternoon.

15 had no reason to doubt that statement. We havenoway | 15 CROSS-EXAMINATION BY MR. HALL:

16 of independently verifying that though. 16 Q. Dietrich, right?

17 Q. Butinthiscase you had the letter from 17 A. Yes

18 Spencer Fane attached to all of the contracts and you 18 MR. HALL: Your Honor, may | approach?

19 knew that there was a backup bidder ready, or appeared | 19 JUDGE DIPPELL: Yes.

20 to be abackup bidder ready to close this transaction 20 BY MR.HALL:

21 upon the same terms and conditions without incentives, | 21 Q. Ms. Dietrich, you were asked some questions
22 right? 22 from counsel for Cedar Glen about the acquisition

23 A. But my reading of the rule is not are there 23 incentive?

24 other alternatives that the acquisition would happen. 24 A. Yes

25 My reading of the ruleisthe acquisition before the 25 Q. I'vealsojust handed you a document that for
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Page 221 Page 222
1 demonstrative purposes I'd like to consider thisasOPC | 1 during opening statements?
2 Exhibit 200. Do you recognize the document I'vejust | 2 A. Yes.
3 handed you? 3 Q. And you heard the opening statement provided
4 A. Yes 4 by your counsel, Ms. Payne?
5 Q. Thisisadatarequest from this docket that 5 A. Yes
6 was sent by Ms. Roth to Staff, correct? 6 Q. Soyou heard her assert that Staff argued
7 A. That's correct. 7 today that the acquisition would not be likely to occur
8 Q. And you supplied the answer for this data 8 without the acquisition incentive. Do you recall that?
9 request, correct? 9 A. | remember her discussion. | don't remember
10 A. Theanswer was provided by myself and Jim 10 her exact words.
11 Busch. 11 Q. You'refamiliar with one Kim Bolin, correct?
12 Q. Thequestion was regarding Staff's positionas | 12 A. Yes.
13 to whether Osage Utility Operating Company, Central | 13 Q. She'sanocther Staff member. She'sfiled
14 Statesin this case, would be unlikely -- whether the 14 testimony in this case aswell?
15 acquisitions requested by Central States would be 15 A. That's correct.
16 unlikely to occur without the probability of obtaining | 16 Q. Youreviewed her testimony for this case?
17 theincentive, correct? 17 A. Yes
18 A. Correct. 18 Q. She'salso supplied testimony speaking to the
19 Q. Andyour answer in the first sentence of your | 19 acquisition incentive, correct?
20 response wasthat Staff does not take a position on 20 A. That's correct.
21 whether the acquisitions would be unlikely to occur 21 Q. And she supports -- let me rephrase that. Her
22 without the probability of obtaining acquisition 22 testimony isthat the acquisition may not be likely to
23 incentives, am | reading that answer correctly? 23 occur without the probability of obtaining an
24 A. That'swhat the answer says, yes. 24 acquisition incentive, correct?
25 Q. Ms. Natelle, were you in the hearing room 25 A. Could you point me to where she says that?
Page 223 Page 224
1 Q. Of course. Pleaseturn to page 4 of Kim 1 (OPC EXHIBIT 200 WAS RECEIVED INTO EVIDENCE
2 Bolin's surrebuttal testimony. 2 AND MADE A PART OF THIS RECORD.)
3 A. Okay. 3 MR. HALL: Your Honor, may | approach again?
4 Q. Maybeit'snot fair to put words when she's 4 JUDGE DIPPELL: Yes.
5 not herein her mouth, but the answer that she gave on 5 MR. HALL: You'l have to pardon the delay.
6 lines 6 through 10 was that just because a company has 6 I'mtrying to find sufficient copies for the other
7 purchased other distressed systems does not mean it will 7 parties.
8 necessarily purchase every distressed system no matter 8 JUDGE DIPPELL: | think you gave me afew
9 the circumstance and then she quotes Josiah Cox's 9 extra
10 testimony where he says -- where he posited that the 10 MR. HALL: Thank you.
11 acquisitionisunlikely to occur without the probability 11 BY MR.HALL:
12 of obtaining the acquisition incentive; am | presenting 12 Q. For demonstrative purposes, | would liketo
13 that accurately? 13 treat thisas Exhibit 201. Ms. Dietrich, given my
14  A. Correct. Asyou said, she'squoting Mr. Cox. 14 delay, have you had sufficient timeto review the
15 Q. IsKim Bolin then taking -- Do you believe Kim 15 document | handed you?
16 Bolinistaking aposition as to whether the acquisition 16 A, Yes
17 would be unlikely to occur? 17 Q. Do you recognize this document?
18 A. No, | donot. 18 A. Yes
19 MR. HALL: Your Honor, at thistime | would 19 Q. Thiswasanother data request from OPC witness
20 move for the admission of Exhibit 200 at thistimesince |20 Ms. Roth to Staff, correct?
21 it's been authenticated by the witness as an answer 21 A. That'scorrect.
22 given by her. 22 Q. ThisisNo. 25. You supplied the answer to
23 JUDGE DIPPELL: Would there be any objection | 23 thisaswell, correct?
24 to Data Request No. 0023 coming into therecord? Seeing| 24  A. Myself and Jim Busch, yes.
25 none, | will admit that. 25 Q. Thisquestion wasasto aparticular page
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1 within Staff'sinitial memorandum and recommendation, | 1 A. Yes
2 correct? 2 Q. Ms. Dietrich, do you have the revised
3 A. Yes 3 recommendation in front of you?
4 Q. Inresponseto that, Ms. Roth asked whether 4 A. |do.
5 Staff considered other potential operators for the Osage 5 Q. Let me verify the page number. 1'm looking at
6 Water Company systems and then asked is it Staff's 6 thered lineversion so that alters the page numbers
7 position that the Joint Bidders would also be available 7 dlightly. Could you please turn to page 20 of 26?
8 to provide similar service. Am | paraphrasing that 8 A. Okay.
9 question accurately? 9 Q. Sowiththisred lined version | seethat a
10 A. That's what the question says, yes. 10 sentence wastaken out at the end of the second full
11 Q. Andyour answer asto theinitial Staff 11 paragraph onthe page. Areyou following me?
12 recommendation was that the quoted language of page 19| 12 A. Yes, uh-huh.
13 of that initial recommendation, quote, isin regards 13 Q. That sentence that was stricken is
14 specifically to the applicable criteriafor 14 specificaly referring to Reflections?
15 investigation into the application for the acquisition 15 A. That's correct.
16 of Reflections, correct? 16 Q. Two sentences up | see the sentence for its
17 A. Correct. Thelanguage that she citesin this 17 review Staff aso considers whether or not other utility
18 datarequest isrelated to Staff's recommendation on 18 entities are available to provide similar service. Am |
19 Reflectionsin our Staff memorandum. 19 reading that correctly?
20 Q. That language was, quoting verbatim, for its 20 A. | think you said two sentences up. It's about
21 reviews Staff also considers whether or not other 21 halfway between in that paragraph, yes, it says that.
22 utility entities are available to provide similar 22 Q. That wasthe same quoted text that Ms. Roth
23 service, end quote. Did | read that accurately? 23 identified in her data request, Data Request 25,
24 A. Inthe question? 24 correct?
25 Q. Yes 25 A. That'scorrect, but | would point out that
Page 227 Page 228
1 that paragraph begins with when considering a request 1 JUDGE DIPPELL: Would there be any objection
2 for anew CCN, which would be Reflections, not Osage's 2 to Data Request 0025, Exhibit No. 201, coming into the
3 purchase of Osage Water Company. 3 record?
4 Q. For clarity sake then, Staff is not taking the 4 MR. JOHNSON: Judge, Staff would object for
5 position that Central States' request to operate the 5 relevance purposes, this DR request in regard to the
6 Osage Water Company systems -- Let me rephrase that. | 6 Reflections systems, we would question the relevance of
7 lost myself. Staff's position isthat the request to 7 this matter.
8 operate the Osage Water Company systemsisnot anew CCN | 8 MR. HALL: It'srelevant asto the credibility
9 but arequest for a CNN transfer? 9 consistency of Staff's recommendation.
10 A. That'scorrect. 10 JUDGE DIPPELL: I'm going to overrule the
11 Q. So this paragraph that was l€eft in the revised 11 objection. If for nothing elsg, it explains Staff's
12 recommendation, thisis not applicable to the Osage 12 position in their memorandum. I'm going to -- Are there
13 Water Company systems? 13 any other objections? Seeing none, | will admit that.
14 A. No. Thereason we didn't red line the whole 14 (OPC'SEXHIBIT 201 WAS RECEIVED INTO EVIDENCE
15 paragraph wasjust agenera explanation of how we 15 AND MADE A PART OF THISRECORD.)
16 review CCNs, and it clearly states that when it'sanew 16 Mr. HALL: Thank you. | have no further
17 CCN. Sowedidn't red line the entire paragraph. 17 questions of this witness.
18 Q. Fair enough. But then Staff did not use this 18 JUDGE DIPPELL: All right then. Arethere any
19 analysisfor anew CCN to judge the acquisition of the 19 questionsfor Ms. Dietrich from the Commission?
20 Osage Water Company systems, correct? 20 CHAIRMAN SILVEY: Yes.
21 A. That's correct. 21 JUDGE DIPPELL: Mr. Chairman?
22 MR. HALL: Thank you. At thistime, Your 22 CHAIRMAN SILVEY: Thank you.
23 Honor, | would move for the admission of Exhibit 201 23 QUESTIONSBY CHAIRMAN SILVEY:
24 sinceit's been authenticated as an accurate response 24 Q. Does Staff agree with the comments madein the
25 given by the witness. 25 opening statements of the Joint Bidders that if the
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Page 229

Page 230

1 Commission denies OUOC's application in this case the 1 Bidderswould get the acquisition premium or would seek
2 Joint Bidders will be approved by the bankruptcy court 2 the acquisition premium?
3 asthenext viable bid? 3 A. No.
4 A. That's my understanding and then they would be 4 Q. They would not?
5 the entity that would come before the Commission. 5 A. 1 don't think they would be able to because
6 Q. Okay. Can the Commission consider the likely 6 they would not be aregulated entity before the
7 rate impacts on customers when determining what is not 7 Commission.
8 detrimental to the public interests? 8 Q. Sowould that be alikely differencein
9 A. The Commission in my opinion could consider 9 potentia rate impact?
10 whatever it deemsimportant, but it doesn't have all the 10 A. That would be one difference. | think the
11 information before it to consider the effect of the rate 11 larger difference would be the actual improvements that
12 impact because we don't have all relevant factors that 12 need to be made to the system and then, of course, you
13 you would havein arate case. 13 have Osage Utility Operating Company would be a
14 Q. Sowould you say the rate impact between OUOC | 14 regulated entity and the Commission would be reviewing
15 and the Joint Bidders would likely be the same? 15 itsrate requests whereas the Joint Bidders would be a
16 A. Widll, | don't know that we know that. | mean, 16 nonregulated entity and there would be no oversight of
17 from theinformation that's been provided in testimony 17 thoserates.
18 we have two different proposals as to what improvements | 18 CHAIRMAN SILVEY: Okay. No further questions
19 areneeded. Some of the numbersarevery far apart. So |19 at thistime.
20 | don't know at thistime that the Commission would have | 20 COMMISSIONER KENNEY: No questions. Thank
21 enough information to determine that one number is 21 you.
22 correct over another or, you know, to be able to make 22 COMMISSIONER RUPP: No questions.
23 the determination as to what improvements are necessary | 23 JUDGE DIPPELL: Arethere any additional
24 based on theinformation that it has before it. 24 cross-examination questions based on the Chairman's
25 Q. Isit your understanding that the Joint 25 questions from the Company?
Page 231 Page 232
1 MR. COOPER: Just one. | shouldn't promise 1 Q. They being the Joint Bidders.
2 that. 2 A. | would assume so, yes.
3 FURTHER CROSS-EXAMINATION BY MR. COOPER: | 3 Q. So whether you call it an acquisition premium
4 Q. Ms. Dietrich, you were asked about whether 4 or not, they're going to have to reimburse someone for
5 there would be an acquisition premium for the Joint 5 the money they borrowed to make that purchase at
6 Biddersto acquire the Osage Water Company facilities, 6 $800,000, correct?
7 correct? 7 A. Correct.
8 A. Correct. 8 MR. COOPER: That'sall the questions| have.
9 Q. And | think your answer wasthat it'sreally, 9 JUDGE DIPPELL: Isthereany further
10 to use aphrasethat's probably overly used, but it's 10 cross-examination from Cedar Glen?
11 kind of apples and oranges, isn't it, because they're 11 MR. COMLEY: Yes, just afew.
12 not aregulated entity so the significance of net 12 FURTHER CROSS-EXAMINATION BY MR. COMLEY:
13 origina cost versus some other number that might bein | 13 Q. Ms. Dietrich, would you agree with me that
14 ratebaseisjust -- it's not really applicableto the 14 rates structured by a public water supply district or a
15 Joint Bidders situation; isthat correct? 15 rura sewer district, they are governed by statute, do
16 A. That'scorrect. | was understanding the 16 you know?
17 question more from the standpoint of under the rule 17 A. Not that | know of.
18 would they be requesting acquisition incentive. 18 Q. Sothere's no statutory restriction on how
19 Q. Butintheend it's your understanding, isn't 19 those districts can make their rates?
20 it, that the purchase price would be the same, correct? 20 A. Not that I'm aware of.
21 A. Correct. 21 Q. So they can charge anything they want?
22 Q. And ultimately if they borrow the dollars for 22 A. Wall, | don't know.
23 that purchase price, they're going to have to collect 23 Q. Youdon't know. Okay. Would you agree with
24 enough from their ratepayers to pay that back, correct? 24 methat they are subject to governmental accounting
25 A. They meaning the Joint Bidders? 25 principles?
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Page 234

1 A. ldontknow. 1 projections provided by the applicant show revenue of a
2 Q. Would you agree with me that they're subject 2 little over amillion dollars, right, and after like
3 to state audit? 3 year two like that was?
4 A. | would assume S0, yes. 4 JUDGE DIPPELL: Let'snot get into specific
5 Q. Would you agree with me that they would be 5 numbers, not that that was very specific.
6 entitled to use tax exempt securities? 6 MS. PAYNE: | might also object for outside
7 A. |don't know. 7 the scope of the Commissioners' questions.
8 MR. COMLEY: That'sdl | have. 8 JUDGE DIPPELL: I'mgoing to overrule your
9 JUDGE DIPPELL: Isthere any further 9 objection. | think he's still in hisline of questions
10 cross-examination from the Joint Bidders? 10 about what the Commission should consider.
11 MR. ELLSWORTH: Yes, Your Honor, briefly. 11 MS. PAYNE: Okay. | mean, we didn't get into
12 FURTHER CROSS-EXAMINATION BY MR. ELLSWORTH: | 12 specifics on purchase price.
13 Q. Ms. Dietrich, you stated earlier that not all 13 MR. ELLSWORTH: May | rephrase the question?
14 the relevant factors were before this Commission with 14 JUDGE DIPPELL: Yes.
15 respect to rates? 15 BY MR. ELLSWORTH:
16 A. That'scorrect. 16 Q. Ms. Dietrich, the applicant did -- before the
17 Q. What other information would be necessary in 17 Commission did state amount of anticipated revenuein
18 thisapplication or this hearing to determine that? 18 year two?
19  A. When the Commission setsrates, it |ooks at 19 A. | know there were balance sheets and things
20 what'scalled all relevant factors, all the costs, all 20 like that associated with that. | didn't diginto all
21 the expenses, all the revenues, revenue requirement, 21 of that. Ms. Bolin may be able to answer those
22 ratebase. Sothere's severa factorsthat gointoit, 22 guestions.
23 not just thisiswhat it costs to purchase the entity. 23 Q. Sothat'sMs. Bolin. Were you present earlier
24 Q. Let'stalk about what information is before 24 for the testimony of Mr. Cox?
25 the Commission today. | mean, you agree that the 25 A. | was.
Page 235 Page 236
1 Q. Anddid you hear histestimony asto what he 1 Q. Andwhat isthe total amount of acquisition
2 calculated the anticipated rates that would be charged 2 incentive that the applicant is seeking?
3 totheend users at the Osage Water Company assets? 3 A. | believe that might be confidential.
4 MR. COOPER: | object to the form of the 4 JUDGE DIPPELL: | think that is --
5 question, because | don't think that's what happened 5 MR. ELLSWORTH: That's probably confidential.
6 with Mr. Cox. | think Mr. Cox performed a mathematical | 6 JUDGE DIPPELL: -- beyond the scope of the
7 exercise based upon some numbers, but | don't think he 7 Commissioner's question and also in the testimony so
8 indicated that those were rates. 8 Commissioners can refer to that.
9 Andinfact, | think he further testified that 9 BY MR. ELLSWORTH:
10 there were all sorts of other things that would impact 10 Q. Ms. Dietrich, do you do any calculations with
11 revenue requirement. 11 respect to the costs of the financing or would | direct
12 JUDGE DIPPELL: I'm going to sustain that 12 thoseto Ms. Bolin aswell?
13 objection and ask you to rephrase. 13 A. ldidnot. I'mnot surethat Ms. Bolin did
14 BY MR. ELLSWORTH: 14 either in the context of this case.
15 Q. Ms. Dietrich, you were present earlier when 15 MR. ELLSWORTH: Okay. No further questions.
16 Mr. Cox did his mathematical calculation on what the 16 I'msorry. | do have one more. | apologize.
17 potential projected rates would be for the Osage Water | 17 JUDGE DIPPELL: Go ahead.
18 Company customers? 18 BY MR. ELLSWORTH:
19 A. Yes 19 Q. Wecontinually say that the Joint Bidders are
20 Q. Andif you compare that number to what the 20 not regulated, but the truth is they're just not
21 Joint Bidders have stated in their testimony as to what 21 regulated by the PSC; is that right?
22 their rates would be, would you agree that that is 22 A. Correct, not Commission regulated.
23 dignificantly higher? 23 Q. Not Commission regulations, but they're still
24 A. 1 would agree that the hypothetical number is 24 regulated by the Missouri DNR and they're subject to
25 significantly higher than what was put in the testimony. | 25 Missouri statutes, correct?
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Page 237
A. Correct.

MR. ELLSWORTH: No further questions.

JUDGE DIPPELL: Isthereany further
cross-examination based on the Commission questions from
Public Counsel?

MR. HALL: No further questions at thistime.

JUDGE DIPPELL: Isthere redirect from Staff?

MS. PAYNE: Yes, thank you.

REDIRECT EXAMINATION BY MS. PAYNE:

Q. Ms. Dietrich, Mr. Cooper was asking you some
questions about the purchase price of the systems. When
Staff is recommending rate base in arate case, does it
normally recommend more than the net book value for
inclusion in rates?

A. Not generally.

Q. Do you know what the net book value of the
systems has been calculated at this time?

A. lIt'sinour Staff recommendation. | believe
it was--
Q. If you don't have the specific number in front

of you, that's okay.
A. 1 would haveto dig through to find it.
Q. Okay. And Chairman Silvey was asking you some
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A. The Commission does, yes.

Q. Anddowe have al relevant factors before us
now?

A. Wedo not.

Q. Okay. And Mr. Hall was asking you some
questions about the Office of the Public Counsel's DR
23. Was Staff's recommendation based on a statement
from the Company that the acquisition would not occur
without the acquisition incentive?

A. Could you rephrase that?

Q. What did Staff base its recommendation
regarding the acquisition incentive in its
recommendation?

A. Onall thevarious criterias that we had
discussed earlier in the rule subsection 4. There's
various things that the application has to demonstrate.

Q. Did Staff base arecommendation on the
Company's statement that the acquisition would not have
occurred without the acquisition incentive?

A. Staff did not make a determination on its own.
Whether the acquisition would have occurred or not,
Staff accepted Mr. Cox's statement.

Q. Okay. Sowhen OPC asked for a position, did
Staff have a statement of its own regarding whether or
not the acquisition incentive affected the decision to

O© 0O ~NOOTh,WNPE

questions about the rate impact. Y ou mentioned we
consider all relevant factors; isthat correct?
Page 239
purchase?
A. I'msorry. Could you repeat that?

Q. Yeah, that wasincredibly complicated. Did
Staff have an independent position statement as far as
whether or not the acquisition would occur regardless of
the acquisition incentive?

A. No. Staff did not and does not have a
position on that.

Q. Thank you. All right. Mr. Ellsworth was

asking you some questions about what exactly happensin
an acquisition case regarding proposed improvements.
Does Staff make any prudency reviews when it's
considering an acquisition case?

A. No, that's not part of an acquisition case.

That would be part of a subsequent case, for instance, a
rate case.

Q. Okay. And for some clarification, there was
some questions about the request for an acquisition
incentive specifically from Mr. Ellsworth under 10.085.
To be clear, the Osage Utility Operating Company has
submitted a request for an acquisition incentive?

A. That'scorrect. Theway theruleis
structured the request would be made in the acquisition
application and then the Commission would either
consider that, maybe authorize is the right word, and
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Page 240
then in the rate case would actually look at the details
and determine the amount and whether it should go
forward or not.

Q. Sothe Commissionis not setting adollar
amount in this case?

A. No,it'snot.

Q. Okay. Thank you. Mr. Ellsworth also asked
you some questions about the standard not detrimental to
the public interest. Isthat abalancing test?

A. 1 would consider it abalancing test balancing
the application or the detriments to the benefits of the
acquisition and in this case -- not in this case but in
the not detrimental standard the standard would be that
there would be no greater harm to the customers or to
the ratepayers by the acquisition than, say, for
instance, status quo.

Q. Okay. So benefits outweigh negatives?

A. No.

Q. Okay. Thank you. Arethere any other
applications to acquire the Osage Water Company assets
before the Commission right now?

A. No.

Q. And going back to some of your questions from
Mr. Comley, does Staff consider different criteriain a
request for a new certificate as opposed to an
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1 acquisition of an existing certificate? 1 review. Staff reviewed the application. Staff went out

2 A. Yes 2 and looked at the systems. But asfar asmaking a

3 Q. And could you €elaborate on what those are? 3 determination as to whether they were appropriate or

4 A. That wasthediscussion | was having with 4 not, no.

5 Mr. Hall with reference to the Staff recommendation 5 Q. And does Staff normally consider in an

6 wherewetalk about the Tartan criteria versus the TMF 6 acquisition case whether proposed improvements are

7 criteriaand also whether there is another entity in the 7 appropriate or not?

8 areacapable of providing service. 8 A. No.

9 Q. Anddid we consider that in regards to the 9 Q. Would it do that in arate case?

10 Osage Water Company? 10 A. Yes

11 A. Which one? 11 MS. PAYNE: No further questions. Thank you.

12 Q. Did we consider other entities? 12 JUDGE DIPPELL: Thank you. | believethat

13 A. Not related to Osage Water Company, no. 13 concludes your testimony then, Ms. Dietrich. Y ou may

14 Q. Okay. Continuing on, isthere arequirement 14 step down.

15 by law for Staff to check into alternative offers when 15 THE WITNESS: Thank you.

16 it'sconsidering arequest for an acquisition? 16 (Witness excused.)

17 A. Not that I'm aware of, no. 17 JUDGE DIPPELL: Staff liketo call its next

18 Q. Isit gtaff's standard policy to do something 18 witness?

19 likethat? 19 MS. PAYNE: | apologize. Staff would call its

20 A. No 20 witness David Roos to the stand.

21 Q. Did Staff do areview of the proposed 21 (Witness sworn.)

22 improvements that were suggested by OUOC when it was | 22 MS. PAYNE: Good afternoon.

23 considering whether or not the application was 23 DAVID ROQS, being sworn, testified as follows:

24 detrimental to the public interest? 24 DIRECT EXAMINATION BY MS. PAYNE:

25 A. | guessit depends on what you mean by a 25 Q. Could you please state and spell your name for
Page 243 Page 244

1 the court reporter? 1 A. 1did.

2 A. David Roos, R-0-0-s. 2 Q. Thank you. Do you have any changes or

3 Q. And did you prepare or cause to be prepared 3 corrections to make to any of that?

4 testimony in this proceeding that has been marked as 4 A. 1 donot.

5 Exhibit 104? 5 MS. PAYNE: Thank you. Then | would tender

6 A. Idid. 6 thiswitnessfor cross.

7 Q. And do you have any changes or correctionsto 7 JUDGE DIPPELL: Isthere any cross-examination

8 maketo that testimony at this time? 8 by OUOC?

9 A. 1 donot. 9 MR. COOPER: Yes, Your Honor.

10 Q. Andif | wereto ask you the same questions 10 CROSS-EXAMINATION BY MR. COOPER:

11 contained in that testimony now, would your answers be 11 Q. Mr. Roos, if you know, | think it was

12 the same? 12 mentioned -- well, let me ask this. | think it was

13 A, Yes 13 mentioned in an earlier question that Lake Ozark Water

14 MS. PAYNE: All right. Then | would offer 14 and Sewer isthe current operator of the Osage Water

15 Staff's Exhibit 104. 15 Company facilities; isthat correct, to your knowledge?

16 JUDGE DIPPELL: Would there be any objection 16 A. | don't know.

17 to Exhibit 104? Seeing none, | will enter that into 17 Q. Youdon't know?

18 evidence. 18 A. No.

19 (STAFF'SEXHIBIT NO. 104 WAS RECEIVED INTO | 19 MR. COOPER: That'sall the questions | have.

20 EVIDENCE AND MADE A PART OF THISRECORD.) 20 JUDGE DIPPELL: Anything from Cedar Glen?

21 BY MS. PAYNE: 21 MR. COMLEY: Yes.

22 Q. Just for clarification purposes, did you also 22 CROSS-EXAMINATION BY MR. COMLEY:

23 sponsor portions of Staff's recommendation which was 23 Q. Mr. Roos, | think it was Ms. Dietrich that

24 attached to the direct testimony of Natelle Dietrich 24 confirmed that as part of your duties in connection with

25 that's been marked as Exhibit 100 in this case? 25 rate and acquisition cases that you will perform system
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1 inspectionsin connection with those cases? 1 A. 1don't know what the cost of the MBBRis.
2 A. Yes. | ingpected the conditions of both the 2 Q. Allright. You have not costed onein your
3 water systems and the sewer systems. 3 experience?
4 Q. Soyou would be the Staff member who went out | 4 A. | havenot.
5 and inspected the Cedar Glen's systems? 5 Q. There'san expense for additional power, isn't
6 A. That's correct. 6 there? It hasto be energized?
7 Q. Inyour surrebuttal you had mentioned 7 A. Additional power in addition to what's already
8 Mr. Thomas' proposal to add a moving bed bio reactor to | 8 out there, yes.
9 the Cedar Glen sewer system. Isthat a correct 9 Q. Right, right. | think Mr. Cooper may be
10 interpretation of your testimony? 10 talking about page 7 of the Staff's revised
11 A. Yesitis. 11 recommendation. If you can find that in your file.
12 Q. Areyou familiar with this device? 12 A. Okay.
13 A. Yes | am. 13 Q. Thesecond -- the first full paragraph up
14 Q. It has some disadvantages; isn't that correct? 14 there, the second sentence says based upon aletter to
15 A. It could have some disadvantages. 15 DNR dated June 8, 2018, from the contract operator for
16 Q. Would one of them be that you have to have a 16 the system, Lake of the Ozarks Water and Sewer, the
17 more highly trained operator? 17 current treatment plant will meet the ammonia limits and
18 A. | think that depends on how automated the 18 no new construction will be needed. Were you
19 systemis. 19 responsible for this part of the memorandum?
20 Q. Isn'tit asotruethat therehasto bea 20 A. Yes.
21 regular taking of samples and analyzetheminalabby |21 Q. Andwereyou -- Did you receive that letter?
22 hand to ensure that the bacteriais alive and healthy? 22 Isthat part of what you did in connection with
23 A. | think that's possible. 23 preparing the memo?
24 Q. Andthereisthe cost; isthat correct? It's 24 A. | received that letter as part of a Sunshine
25 not inexpensive? 25 request from DNR.
Page 247 Page 248
1 Q. Okay. All right. There'sanother statement 1 primarily be used for additional ammoniaremoval. This
2 there. A DNR sewer inspection report notes no 2 proposal isinconsistent with statements made by the
3 unsatisfactory conditions. Isthat something that you 3 current operators of the system. Isthat a correct
4 added to the memorandum yourself? 4 reading of your memo?
5 A. | think you're referring to DNR conducted an 5 A. Thatiscorrect.
6 inspection of the Cedar Glen water system? 6 Q. Finaly, Staff understands that OUOC's
7 Q. Ithinkitsaysthere, yes. 7 proposal is preliminary but further details and
8 A. Atthat time Cedar Glen wasfound to bein 8 justification will be necessary if the Company seeks
9 compliance with the safe drinking water law. 9 inclusion of the MBBR upgrade in rates during its next
10 Q. Okay. And what about the sewer inspection? 10 ratecase. Would that be correct still?
11 That'swhat | wasreferring to on page 7. Theresa 11 A. That'scorrect.
12 statement there that a DNR sewer inspection report notes | 12 Q. Had the Company given you any indication that
13 -- 13 it'sanything but preliminary at this stage?
14  A. I'msorry. I'vegot theold report. That 14 A. I'msorry. Could you repeat?
15 would be on page 8 of the old report. 15 Q. Hasthe Company -- Has OUOC given you any
16 Q. Allright. All right. 16 indication that the proposal is anything but preliminary
17 A. Could you repeat the question, please? 17 at thisstage?
18 Q. Widll, | just wanted to confirm what your 18 A. They have not.
19 finding was that a DNR sewer inspection report notedno | 19 MR. COMLEY: That'sall. Thank you.
20 unsetisfactory conditions? 20 JUDGE DIPPELL: Isthere anything from the
21  A. That'strue. 21 Joint Bidders?
22 Q. Regarding -- I'm going back to the MBBR and | 22 MR. ELLSWORTH: Briefly.
23 have highlighted in the revised recommendation the 23 CROSS-EXAMINATION BY MR. ELLSWORTH:
24 bottom of the page there on page 7, Staff notes that the 24 Q. Mr. Roos, in your surrebuttal testimony filed
25 MBBR that OUOC proposes for additional treatment would | 25 in this caseit appears you also spoke with LOWS, or
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1 Lake of the Ozarks Water and Sewer, with respect to 1 now shown to be exceeding permit limits.
2 Cedar Glen? 2 Q. When you say "Osage," could you -- |'ve heard
3 A. | did not speak with LOWS. 3 that acouple times now. What's Osage?
4 Q. Inyour statement -- Or in your testimony, I'm 4 A. The current systems, the Osage.
5 sorry, it saysthis proposal -- I'm sorry. Look at page 5 Q. Osage Water Company?
6 4, that first paragraph lines 1 to 10. Y ou note that 6 A. Osage Water Company.
7 the applicant has proposed an MBBR and you said this 7 Q. Soareyou referring -- So you have to be
8 proposd isinconsistent with statements made by the 8 referring to the Chelsea Rose, the Eagle Woods or
9 current operators of the system, Lake of the Ozarks 9 Cimarron Bay; isthat right?
10 Water and Sewer, in aJuly 8, 2018 letter that the 10 A. I'mreferring to the Cedar Glen, the Cimarron
11 system meets effluent limitations. So it isaletter 11 Bay and the Eagle Woods.
12 that communicated thisto you? 12 Q. Haveyou done any testing of the effluent from
13 A. That'sright. That'sthe same letter that | 13 these systems, independent testing?
14 received in a DNR Sunshine request. 14 A. | havenot.
15 Q. Wasthat letter from DNR to LOWS? 15 MR. ELLSWORTH: No further questions.
16 A. That letter was aletter from Lake of the 16 JUDGE DIPPELL: Isthere anything from Public
17 Ozarksto DNR. 17 Counsdl?
18 Q. Okay. Do you have any reason to disagree with | 18 MR. HALL: Just -- Good afternoon, Mr. Roos.
19 the statement made by LOWSto DNR regarding that the | 19 THE WITNESS: Good afternoon.
20 systemsthere meet effluent limitations without further | 20 CROSS-EXAMINATION BY MR. HALL:
21 upgrades? 21 Q. Just to clarify, are you a professiona
22 A. ldo. 22 engineer?
23 Q. Okay. What's that? 23 A. No, | am not.
24 A. The same type of letter was submitted to DNR 24 MR. HALL: Thank you. No further questions.
25 for other sewer systems at Osage and those systems have | 25 JUDGE DIPPELL: Arethere any questions from
Page 251 Page 252
1 the Commission? 1 Q. Soif the Commission islooking at two
2 CHAIRMAN SILVEY: Thank you. 2 different proposals, would Staff be ableto tell us at
3 QUESTIONSBY CHAIRMAN SILVEY: 3 thispoint even preliminarily which one is better than
4 Q. Thank you, Mr. Roos. Ms. Dietrich mentioned 4 the other or if one solves the problem and the other
5 thedifferential between the cost of the proposed 5 doesn't or is Staff not able to give us that
6 improvements of the Company versusthe Joint Bidders | 6 information?
7 being fairly substantial. Would you agree with that? 7 A. | think the proposal provided by the applicant
8 A. Yes, | would. 8 isacomplete preliminary proposal with cost estimate.
9 Q. Would the interconnections and proposed 9 | don't think what's been proposed other than that isa
10 improvementsto the system by the Joint Bidders be 10 complete proposal or a complete cost estimate.
11 sufficient to provide safe and adequate service? 11 COMMISSIONER RUPP: He didn't answer your
12 A. | don't know. 12 question.
13 Q. Did Staff look at that? 13 CHAIRMAN SILVEY: | agreewith the
14 A. | looked at what wasin testimony. | did not 14 Commissioner here. | don't think you answered my
15 do athorough review of their proposal. 15 question.
16 Q. Did you do athorough review of the other 16 BY CHAIRMAN SILVEY:
17 proposal? 17 Q. Soyou haven't really analyzed either
18 A. | did not. 18 proposal?
19 Q. Soyouwouldn't be able to say whether either 19 A. 1didlook -- | did analyze the proposals. |
20 proposal would be adequate to provide safe and adequate | 20 did look at the proposals.
21 service? 21 Q. But neither proposal is fleshed out enough for
22 A. 1think at present they're preliminary 22 you to tell uswhether it would result in safe and
23 proposals and there's severa stepsthat need to be 23 adequate service?
24 taken with DNR, and | think only after those steps are 24 A. | think that the applicant has provided a
25 taken could | know if things are safe and adequate. 25 proposal that isagood road map for safe and adequate
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1 service. | think there's going to be some changesalong | 1 resolve--isNo. 13intheoriginal, | don't think it

2 theway. 2 changed, resolve al issues regarding noncompliance with
3 CHAIRMAN SILVEY: | don't think | have any 3 Missouri Department of Natural Resources regulations for
4 further questions at thistime. | feel like | didn't 4 all water and sewer systems. Do you know what issues

5 redlly get the answer, but I'll let other Commissioners 5 with noncompliance there are? |sthat what has been

6 ask questionsif they have them. 6 listed in Staff's report? |sthat what that's referring

7 JUDGE DIPPELL: If something comesup, letme| 7 to?

8 know. 8 A. That isreferring to part of what'sin Staff's

9 COMMISSIONER RUPP: | have a question. 9 report.
10 QUESTIONSBY COMMISSIONER RUPP: 10 JUDGE DIPPELL: Okay. All right. Arethere
11 Q. Tofollow up on Chairman Silvey's questions, 11 any further cross-examination questions based on
12 sofromwhat | heard you say and tell meif I'm stating | 12 questions from the bench from OUOC?
13 thiscorrectly, | don't want to put words in your mouth, | 13 MR. COOPER: No, Y our Honor.
14 isthat you believe the application put forth by the 14 JUDGE DIPPELL: Cedar Glen?

15 Company seeking the approval is aroad map of which | 15 MR. COMLEY: Thank you, Judge.

16 would result in safe and adequate service? 16 FURTHER CROSS-EXAMINATION BY MR. COMLEY:
17 A. Thatiscorrect. 17 Q. With respect to questions from Commissioner --
18 Q. Okay. Thejoint applicantsin their proposed 18 from Chairman Silvey, would it be your testimony, Mr.
19 upgrades, can you make that -- can you speak to that? | 19 Roos, that you don't know whether the cost estimates for
20 A. | don't feel as confident about their proposal 20 improvements to the Osage Water Company assets set out
21 that | do with the applicant's proposal. 21 inthetestimony of OUOC are too high?

22 COMMISSIONER RUPP: Thank you. 22 A. That'scorrect.

23 QUESTIONSBY JUDGE DIPPELL: 23 Q. And conversely you wouldn't know whether or
24 Q. The Staff has recommended several conditions | 24 not the estimate for | think the Cedar Glen Sewer

25 be put on the certificate, and one of thoseisto 25 Company improvements provided by Mr. Stonein his

Page 255 Page 256

1 testimony, his prefiled testimony, are too little? 1 or Cedar Glen to determineif their option could provide

2 A. I think it'sincomplete, because | don't know 2 safe and adeguate service?

3 what the cost of running the pipeline and connecting the 3 A. No.

4 system would be. 4 MR. HALL: No further questions.

5 Q. You'retalking about the interconnection 5 JUDGE DIPPELL: Isthereredirect from Staff?

6 between the water systems, correct? 6 MS. PAYNE: Yes. Thank you, Your Honor.

7 A. That's correct. 7 REDIRECT EXAMINATION BY MS. PAYNE:

8 Q. All right. With respect to the -- and perhaps 8 Q. Mr. Roos, Mr. Comley was asking you some

9 you don't know the testimony, but | think his testimony 9 questions regarding the proposed improvements. Do you
10 was about the improvements or needed improvementsto the | 10 believe the proposed improvements of the Osage Utility
11 Cedar Glen sewer system. Let'sjust deal with that. 11 Operating Company are reasonable?

12 You would not know based upon your review whether any | 12 A. Yes | do.

13 proposal made by the Joint Bidders for improvements to 13 Q. Can we state with certainty about any proposed
14 the Cedar Glen sewer system are too low? 14 improvements at this stage in the proceeding regarding
15 A. | don't know. 15 the Osage Water Company?

16 MR. COMLEY: That'sal | have. 16 A. No, we can't.

17 JUDGE DIPPELL: Anything from the Joint 17 Q. Thejudge was asking you about what you

18 Bidders based on the Commission questions? 18 consider some of the necessary improvements might be at
19 MR. ELLSWORTH: No. 19 the Osage Water Company systems. Did you look -- review
20 JUDGE DIPPELL: Anything from Public Counsel? | 20 the systemsfor concerns regarding repairs, any heath

21 MR. HALL: Briefly. 21 concerns, anything along those lines?

22 FURTHER CROSS-EXAMINATION BY MR. HALL: 22 A. Yes, | did.

23 Q. Mr. Roos, the Chairman asked you about 23 Q. Did you notice concerns?

24 determining which option could provide safe and adequate | 24 A. | did have concerns. | saw some bypassing and
25 service. Did Staff send arequest to the Joint Bidders 25 at the Chelsea Rose subdivision sanitary sewer there
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1 werevisible signs of activated sludge on the ground. 1 Q. Havewe had such asituation?

2 Q. Okay. Andthen Commissioner Rupp wasasking | 2 A. Not that I'm aware of.

3 you about some questions about the Joint Bidders and 3 Q. Does Staff generaly review potential costsin

4 some of the testimony that they have given in this 4 an acquisition case?

5 proceeding. Did they submit an application before the 5 A. Yes.

6 Commission? 6 Q. Does Staff review -- determine costs in arate

7 A. They did not. 7 case?

8 Q. Did Staff have timeto review their testimony 8 A. Weuseactual costsin arate case.

9 asit did the application of the Osage Utility Operating 9 Q. Because they're determined at that time?
10 Company? 10 A. That's correct.
11 A. No. 11 Q. Okay. You were asked several questions
12 Q. Sodid we apply the same type of review 12 regarding the moving bed bio reactor plant that's being
13 procedureto their statements aswe were ableto forthe | 13 proposed. What's your understanding of why that might
14 Osage Utility Operating Company's application? 14 be preferential as opposed to a sand filter treatment
15 A. 1didnot. 15 plant?
16 Q. Okay. And then Chairman Silvey was asking you | 16 A. Theexisting recirculating land filter was

17 some questions about balancing the competing statements | 17 constructed about 15 or 20 years ago and wasn't designed
18 that have been made in thiscase. When wereview a 18 to meset the effluent standard or the discharge limits

19 case, are we charged with determining what is the best 19 that are now in place. And that particular technology,
20 proposal for asystem? 20 it'ssort of hit or miss whether they're going to meet

21 A. No. 21 those standards. Adding the MBBR would ensure that the
22 Q. If two competing applications were put before 22 system would meet permit limits.

23 Staff, could we say that both of them were not 23 Q. Soisan MBBR, aswell as other improvements,
24 detrimental to the public interest? 24 isthis consistent with what Staff has seen from other

25 A. It might be possible. | don't know. 25 regulated water and sewer treatment systems?

Page 259 Page 260

1 A ltis 1 it's4:30, we dtill have at least half our witnesses,

2 Q. Okay. And then al the way back to the 2 I'm not seeing us wrapping up today. 1'mjust going to
3 beginning, Mr. Comley had asked you some questions about | 3 call that one now. Let's go ahead with Staff's next

4 what Staff investigated. Did you get an opportunity to 4 witness.

5 independently verify the letters that we received from 5 MS. PAYNE: All right. Staff would call its

6 the Sunshine request of DNR? 6 witness Kim Bolin to the stand.

7 A, ldidnot 7 (Witness sworn.)

8 Q. Isit commonplace for Staff to do so? 8 JUDGE DIPPELL: Go ahead.

9 A. No 9 KIMBERLY BOLIN, being sworn, testified as follows:
10 Q. Youwere also asked about the MBBR system 10 DIRECT EXAMINATION BY MS. PAYNE:

11 potentially having disadvantages. Do you recognize 11 Q. Would you please state and spell your name for
12 disadvantagesin other types of systems? 12 the court reporter?

13 A. Yes 13 A. My nameisKimberly Bolin, and Bolin is

14 Q. Isitsafeto say that there could be 14 spelled B-o-I-i-n.

15 disadvantagesto any type of treatment system? 15 Q. Thank you, Ms. Bolin. By whom are you

16  A. Therecould be disadvantages in running the 16 employed and in what capacity?

17 current system asit is, because it may not be 17 A. I'm employed by the Missouri Public Service
18 continually meeting discharge limits. 18 Commissioner as a utility regulatory auditor.

19 MS. PAYNE: Thank you. | have no further 19 Q. Anddid you prepare surrebuttal testimony

20 questions. 20 that's been marked as Exhibit 102 in this matter, as

21 JUDGE DIPPELL: Thank you. | believe that 21 well as sponsored portions of Staff's recommendation
22 concludes your testimony, Mr. Roos. You may step down. | 22 that's been attached to the direct testimony and

23 (Witness excused.) 23 supplemental testimony of Natelle Dietrich marked as
24 JUDGE DIPPELL: After he gets himself gathered 24 Exhibits 100 and 105 in this matter?

25 up, you can call your next witness, Staff. Given that 25 A. Yes, | did.
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1 Q. Do you have any changes or corrections to make 1 A. Yes, they are.

2 toany of that testimony at thistime? 2 Q. And so ultimately if you get to arate case,

3 A. No, | do not. 3 that'swhere the Staff doesits analysis and takes a

4 Q. If I wereto ask you the same questions that 4 final position in terms of ratemaking as to what those

5 are contained in that testimony today, would your 5 numbers should be, correct?

6 answers be the same? 6 A. That iscorrect.

7 A. Yes, they would. 7 MR. COOPER: That'sal the questions | have.

8 MS. PAYNE: All right. Then at thistimel 8 JUDGE DIPPELL: Arethereany questions from
9 will offer Exhibit 102, the surrebuttal testimony of Kim 9 Cedar Glen?
10 Balin. 10 MR. COMLEY: Thank you, no.
11 JUDGE DIPPELL: Isthere any objection to 11 JUDGE DIPPELL: Anything from the Joint
12 Exhibit 1027 Hearing none, | will admit that into 12 Bidders?
13 evidence. 13 MR. ELLSWORTH: Yes.
14 (STAFFSEXHIBIT 102 WAS RECEIVED INTO |14 CROSS-EXAMINATION BY MR. ELLSWORTH:
15 EVIDENCE AND MADE A PART OF THISRECORD.) | 15 Q. Ms. Bolin, were you present for Mr. Cox's
16 MS. PAYNE: And | will tender this witness for 16 testimony earlier?
17 cross. 17 A. Yes, | was.

18 JUDGE DIPPELL: Istherecross-examinationby | 18 Q. And did you hear his testimony with respect to
19 ouocC? 19 the estimates of rates?
20 MR. COOPER: Yes, Your Honor. 20 A. | heard him calculate some numbers.
21 CROSS-EXAMINATION BY MR. COOPER: 21 Q. Didyou hear the ultimate number he calculated
22 Q. Ms. Balin, would you agree that the rate case 22 asthe estimate for water and sewer rates within the

23 or therate base figures or net original cost figures 23 Osage Water Company systems?

24 that Staff computes during the course of an acquisition 24 A. 1don't know if those were exactly rates, but

25 case are essentially estimates at that point in time? 25 | heard the estimates he calculated.

Page 263 Page 264

1 Q. Correct. | mean, | agreethat they're 1 Q. Do you compare the potential financial terms

2 edtimatesaswell. We can al agreeto that. Have you 2 associated with the costs of making -- purchasing and

3 reviewed the estimates of the Joint Bidders with respect 3 making repairs?

4 to the rates they would charge -- they anticipated they 4 A. They look at the different loans and

5 would charge for the Osage Water Company inthiscase? | 5 financing.

6 A. No, | have not. 6 Q. Okay. But that's not something you do?

7 Q. Soyou wouldn't have an opinion as to whether 7 A. 1do not do that, no.

8 there would be a significant harm to the ratepayer if 8 MR. ELLSWORTH: All right. No further

9 the application was approved? 9 questions. Thank you.

10 A. | have not reviewed the details behind Osage 10 JUDGE DIPPELL: Thank you. Isthere

11 Utility Operating Company's rates and | have not 11 cross-examination from Public Counsel?

12 reviewed the details behind the Joint Bidders rates. 12 MR. HALL: Yes. Good afternoon, Ms. Balin.

13 Q. Without getting into any confidential 13 THE WITNESS: Good afternoon.

14 questions, have you reviewed what was Exhibit JC-J3; are | 14 CROSS-EXAMINATION BY MR. HALL.:

15 you familiar with that? 15 Q. Wereyou in the room when | was questioning
16 A. | havelooked at it briefly, but | did not get 16 Ms. Dietrich?

17 into the details. Usually when we as auditors with the 17 A. Yes, | was.

18 Public Service Commission determine rateswe look at -- | 18 Q. Sincel was asking her about your testimony, |
19 wedon't just take the Company's word on numbers. We | 19 guessit'sonly fair | ask you about your testimony.

20 look at invoices, we look at bids. 20 Could you please turn to page 4 of your surrebuttal ?

21 Q. Okay. Do you look -- 21 A. I'mthere.

22 A. Welook at reasonableness. 22 Q. Just for the purpose of the record I'm looking
23 Q. Doyoulook at the reasonableness of 23 at lines 1 through 10 asto -- thiswas a Q& A written as
24 financing? 24 to whether or not Central States Water Resources would
25 A. We have adepartment that does that, yes. 25 have purchased the Osage systems but for the probability
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1 of theacquisition incentive. Am | seeing that 1 at bids, welook at reasonableness to cost.

2 correctly? 2 Q. Just likein that same thought of trust and

3 A. | wasrelating thisto their purchasing of any 3 verify, we shouldn't just take the Company's word on

4 distressed system. 4 thisissuethen?

5 Q. Ms. Dietrich had remarked that she did not 5 A. 1 think that's the only thing we have right

6 perceivethis Q&A to present an endorsement of theview | 6 now to use.

7 that Central States Water Resources wouldn't have bought | 7 MR. HALL: Thank you. No further questions.

8 the Osage Water system but for the acquisition 8 JUDGE DIPPELL: Any questions from the

9 incentive. Do you recall her saying that? 9 Commission? Mr. Chairman?
10 A. Yes, | do. 10 CHAIRMAN SILVEY: Thank you.
11 Q. Do you agree with that assessment? 11 QUESTIONSBY CHAIRMAN SILVEY:
12 A. | agreewithit. | am quoting his testimony. 12 Q. Well stay on that page actually of your
13 Q. And so you would not characterize your 13 surrebuttal testimony. |I'm curious right after that
14 testimony as supporting the conclusion that the 14 exchange starting on line 11 the question kind of goes
15 acquisition would not occur but for incentive? 15 off in onedirection and then finishes with a completely
16 A. | am simply stating that is what he said using 16 different question. I'd liketo look at line 11. It

17 areasoning behind the thought of they're not going to 17 sayson page 13 of OPC Witness Roth's rebuttal she

18 purchase -- somebody -- just because someone purchasesa | 18 states, quote, the fact that there were multiple bidders
19 troubled or failing system in the past does not mean 19 for the system willing to purchase the system at a lower
20 that they have to in the future without the acquisition. 20 priceisaclear indication that the sale would have
21 Q. And in response to a question from counsel for 21 occurred without the probability of obtaining an
22 the Joint Bidders, you remarked that, correct me if I'm 22 acquisition adjustment, end quote. Thenit asksa

23 wrong, but you said something to the effect we don't 23 question about how long they've been under the guidance
24 just take the Company's word on numbers? 24 of receiver, which has nothing to do with the first part
25  A. Thatiscorrect. Welook at invoices, we look 25 of that question. So I'm interested in the first part
Page 267 Page 268

1 of that question. What isyour take on that statement? 1 Q. But they were multiple bidders on this

2 Do you agree with that statement or do you disagreewith | 2 acquisition?

3 that statement? 3 A. To buy the system but we were strictly looking
4 A. | think because we're strictly looking at this 4 at Osage Utility Operating Company buying the system.
5 acquisition by Osage Utility Operating Company and their | 5 Q. Sowedon't -- we just ignore the rest of

6 statement that the likelihood of them purchasing the 6 that. Wejust ignore that there were other people

7 system without an incentive iswhat I'm trying to get at 7 bidding for it aswell?

8 there. We weren't looking at the fact that there were 8 A. 1don't know that that would impact Osage

9 multiple bidders. 9 Ultility Operating Company's willingness to buy the

10 Q. You'reaware of the fact there were multiple 10 system. They have said they would have to reevaluate
11 bidders? 11 thispurchaseif they do not get the incentive.

12 A. Therewere multiple bidders, yes. 12 Q. Okay. You aso mentioned that the Joint

13 Q. Soinyour opinion does the fact that there 13 Bidders aren't regulated and would not be required to
14 were multiple bidders show that the incentive is 14 consider net book value when setting rates; is that

15 necessary or not necessary? 15 correct?

16 A. Wadll, it'sinteresting. The multiple bidders 16 A. Thatiscorrect.

17 all bid over net book value. For somereason the system | 17 Q. Why doesthat matter?

18 they were going to buy it above net book value, the 18 A. They may be ableto, in determining their own
19 other bidders. 19 rates may be able to use the purchase price, the

20 Q. Okay. Soyou say we don't take the Company's 20 800,000. So basically they would be getting an

21 word for it, but all we have isthe Company's word -- 21 acquisition incentive.

22 A. Onthisthat is correct. 22 Q. Isthat what statute allows?

23 Q. --inlight of additional facts? 23 A. | don't know exactly how they determined their
24 A. Correct. | don't know that those -- that that 24 rates. I've never determined rates for anon-Commission
25 -- the multiple bidders affects this acquisition. 25 regulated system.
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1 Q. Soyou don't know that that is the case; you 1 MR. HALL: Wewerejust going to posit we

2 just don't know that it's not the case? 2 don't believeitis. If you'reto go off the record to

3 A. Thatiscorrect. 3 determine that.

4 Q. Do you think it would be better or worse for 4 JUDGE DIPPELL: Let mego off the record just

5 customers to have the Joint Bidders acquire the system? 5 toseeif thisis, in fact, aconfidential number.

6 A. I'mnot sure. | did not evaluate their case. 6 (Off the record.)

7 CHAIRMAN SILVEY: Quick question for you, 7 JUDGE DIPPELL: Let'sgo ahead and go back on
8 Judge. If | wereto ask about that, does that need to 8 therecord. Yeah, | found that number isnot highly

9 be-- 9 confidential and it isin Staff's recommendation as
10 JUDGE DIPPELL: Wéll, let mejust -- Isthe 10 such.
11 estimated annua increase to the revenue requirement, is | 11 MR. COOPER: A revenue requirement number? |
12 that a confidential number? 12 didn't remember any revenue requirement numbers.
13 MR. COOPER: | think, yes, it would be, if 13 JUDGE DIPPELL: I'mlooking on page 24 of 26
14 you're talking about the difference between the year 14 of thered lined version of Staff's.

15 one, year two numbers that we looked at previously in 15 MR. COOPER: | don't have the red lined

16 that confidential schedule. 16 version. I've got the revised.

17 JUDGE DIPPELL: | think that's a number in 17 JUDGE DIPPELL: It'sin the section called

18 Staff'srecommendation. Isthat where that number came | 18 Request for Acquisition Incentives.

19 from? 19 MS. PAYNE: If | can clarify, it might help.

20 MR. JOHNSON: In the revised memo. 20 The number that isred lined is confidential. The

21 JUDGE DIPPELL: Do you want to goincamerato| 21 number that is after it we do not -- the actual -- the

22 ask about that number specifically? 22 revenue requirement that's listed is not.

23 CHAIRMAN SILVEY: Yeah, if we could. 23 JUDGE DIPPELL: The sentence I'm looking at it
24 JUDGE DIPPELL: Let'sgo off the record for 24 saysthe estimated annual increase to revenue

25 just asecond and let me look this up and make sure. 25 requirement associated with the acquisition premium s

Page 271 Page 272

1 approximately and has a number but it's not designated 1 and actualy | make a standing motion at thistime to

2 asconfidential. 2 make it nonconfidential.

3 MS. PAYNE: Right. That was not considered 3 JUDGE DIPPELL: I'm seeing Mr. Cooper.

4 highly confidential. | mean, | defer to the Company as 4 MR. COOPER: Y eah, we're okay with that.

5 towhat discussed or not. 5 JUDGE DIPPELL: Okay. Sothat number isalso
6 MR. COOPER: That's not -- | don't view that 6 located on page 24 of 26 of the red lined version of

7 asatotal revenue requirement number, right? 7 Staff's supplemental report, and other places where it

8 JUDGE DIPPELL: Right. 8 islocated | will make as no longer confidential because
9 MR. COOPER: It's arevenue requirement 9 it has since become public.

10 associated with Staff's proposed acquisition premium 10 Now, Mr. Chairman, you may ask your question
11 which iswhat was throwing me off. 11 if you can remember it.

12 JUDGE DIPPELL: Okay. | apologize, 12 CHAIRMAN SILVEY: Okay. Luckily | haveit
13 Mr. Chairman, but we have determined you can go ahead | 13 written down.

14 and ask your question. 14 BY CHAIRMAN SILVEY:

15 CHAIRMAN SILVEY: | can ask my question. 15 Q. Okay. How did Staff calculate in its revised

16 MR. HALL: Actually, Your Honor, part of my 16 memo in the request for acquisition incentive section
17 neglect to bring thisup earlier. While looking at page 17 the estimated annual increase to the revenue requirement
18 24, the suggested acquisition premium number is 18 to be $17,516 for the acquisition incentive?

19 confidential. | notethat that -- So it was 19 A. You want the mechanics of it or do you want
20 confidential in the previous recommendation becausethe | 20 how we determined the 465 -- 465,000 is the price to
21 acquisition price for Reflections was confidential . 21 use?

22 Sincethat number is calculated based on the purchase 22 Q. Sothe 465 isthen broken down. Isthat why

23 price number of 465 put on page 23 and the rate base 23 we have 17,000 annually?

24 value on page 22, | don't see why the Staff's 24 A. What | dois| compared the 465 to net book

25 recommended acquisition premium number is confidential | 25 value as of December 31 and used arate of return that
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1 was based on the Company's last -- not the Company but 1 answer something that | throw at you, please do.
2 CWSR's dffiliate Indian Hills last order rate of return 2 QUESTIONSBY COMMISSIONER RUPP:
3 and determined that is the amount of revenue required, 3 Q. So getting back to the question of what the
4 plus| also did an amortization of 2.76 percent which is 4 Company was asking for, would they have purchased or put
5 roughly the composite depreciation rate of that amount 5 inthe application without the application premium.
6 annualy. 6 Going back to their origina bid before there was a
7 Q. Okay. And the reason for using an in-house? 7 clear title and it was initially much lower?
8 A. It wasthe most recent affiliate that had a 8 A. Beforetheclear title, no, it was not.
9 rate casein front of usand it was an ordered rate of 9 Q. Sotherewereinitially when they started the
10 return. 10 process was the same amount that they're purchasing at
11 Q. Okay. 11 now?
12 A. Wemight see that similar -- I'm not sure if 12 A. Fromwhat I've been ableto tell, the multiple
13 wewould see the same rate of return in the next case 13 hidsthat were done, one was done January 14, 2015 and
14 but that was a good estimate to use and these are 14 they had abid of 479,000.
15 estimated based on several factors that could change. 15 Q. Correct. And that is much lower --
16 CHAIRMAN SILVEY: Okay. Thank you, Judge. 16 A. Lower than the 800,000, that is correct.
17 That wasal my questions for now. 17 Q. Soisthequestion that -- So when the Company
18 JUDGE DIPPELL: Thank you. Commissioner 18 made that bid, there was no rule for acquisition
19 Kenney, did you have questions? 19 premium?
20 COMMISSIONER KENNEY: No. 20 A. Thatiscorrect. That wasin January of 2015.
21 JUDGE DIPPELL: Commissioner Rupp? 21 Q. Sothequestion -- Isit better to frame the
22 COMMISSIONER RUPP: | do haveaquestion but | | 22 question that the Company wouldn't make the purchase
23 kind of forgot it. | had aquestion before we did all 23 without an acquisition premium or is it the Company
24 that other stuff. I'm going to just start talking and 24 wouldn't pay the winning bid price without the
25 seeif it comesto my head. If you fedl like you can 25 acquisition premium because they put in abid it was
Page 275 Page 276
1 much lower before there was athing. Isthat what we 1 available.
2 should belooking at? 2 Isthere any further cross-examination based
3 A. I'mnot sure. I'm not sure behind the 3 on questions from the bench from OUOC?
4 Company's reasoning on why they went to 800,000. 4 MR. COOPER: Y es, thank you, Y our Honor.
5 Q. Soif the Company has stated they would not 5 FURTHER CROSS-EXAMINATION BY MR. COOPER:
6 proceed with the purchase without the acquisition 6 Q. Ms. Balin, you were asked about whether you |
7 premium, we could then deduce that the reason they 7 think compared rates between OUOC and the Joint Bidders.
8 wanted to match the bid was due to the opportunity to 8 Can you say with any certainty what rates will be two
9 get the acquisition premium to help recoup their cost? 9 yearsfrom now if OUOC is authorized to acquire the
10 A. Possibly. 10 assets?
11 CHAIRMAN SILVEY: Okay. Thank you. 11 A. No, | cannot.
12 QUESTIONSBY JUDGE DIPPELL: 12 Q. Cananyone?
13 Q. Ms. Bolin, in Staff's revised recommendation, 13 A. | don'tthink so.
14 and again I'm looking at the red line version, on page 14 Q. Why not?
15 23 under the request for acquisition incentives, canyou | 15 A. Wedon't have all of the expenses and the
16 explain to me how Staff's opinion changed or didn't 16 final plant improvements and any prudency adjustments,
17 change because of the Commission bifurcating the 17 any disalowances of cost. We don't know those yet.
18 Reflections portion out? 18 Q. Would your answer be the same asto the rates
19 A. | think that would be better addressed to Jim 19 of the Joint Biddersif they were to acquire the assets?
20 Busch. 20 A. I'm not sure how they develop their rates.
21 JUDGE DIPPELL: Okay. Okay. Arethereany -- | 21 Q. You were asked some questions from the
22 COMMISSIONER RUPP: Ishe awitness? 22 Chairman about this Q& A that startson line 11 of page 4
23 JUDGE DIPPELL: I'msorry. Mr. Busch hasheen | 23 of your testimony. It starts off talking about | think
24 added because he sponsored these parts of the Staff 24 that the multiple bidders and then it ultimately asks

report. If there are questions for him, he will be

N
(63}

how long the Company has been under the guidance of a
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1 receiver. Would you agree that during the 14 years or 1 based on Commission questions from the Joint Bidders?
2 sothat the Osage Water Company systems were under the | 2 MR. ELLSWORTH: No further questions.
3 control of | guessfirst an interim receiver and then a 3 JUDGE DIPPELL: Public Counsel?
4 permanent receiver, the receiver was never able to sell 4 MR. HALL: No further questions.
5 those systems? 5 JUDGE DIPPELL: Isthereredirect?
6 A. Thatiscorrect. 6 MS. PAYNE: Briefly, Your Honor.
7 Q. And the opportunity or the bidders that are 7 REDIRECT EXAMINATION BY MS. PAYNE:
8 being referred to in this question, they came about in 8 Q. You were asked several questions about Rule
9 the bankruptcy proceeding, correct? 9 10.085. Isthereany kind of atest included in the
10 A. The sale came out of abankruptcy proceeding, 10 rulefor Staff to utilize to know whether or not an
11 yes. 11 acquisition would occur without an acquisition
12 Q. And ultimately at atime when the Commission's | 12 incentive?
13 nonviable utility acquisition ruleisin effect, 13 A. No, there's not.
14 correct? 14 Q. Do we have any prior guidance from the
15 A. | don't know that -- It was effective January 15 Commission regarding this rule?
16 31. However, it was| think the final rulemaking order 16 A. Thisisthefirst case. So no, we do not.
17 happened before the auction. 17 Q. Okay. If the Commission approves an incentive
18 Q. We'resitting here. It'sin effect today 18 acquisitionin this case, would that be determined now?
19 though, correct? 19 A. Theamount of the acquisition?
20 A. It'sin effect today. 20 Q. Correct.
21 MR. COOPER: That'sall the questions| have. 21 A. No, it would not. It could be determined
22 JUDGE DIPPELL: Any further cross-examination | 22 later.
23 from Cedar Glen? 23 Q. Could the Commission determine that an
24 MR. COMLEY: | have no questions. 24 acquisition incentive isinappropriate in afuture rate
25 JUDGE DIPPELL: Isthere cross-examination 25 case?
Page 279 Page 280
1 A It |Sp0$$|b|e 1 JUDGE DI PPELL: We can certainly ask. Does
2 Q And finally, has Staff been asked to review 2 anyone know of questions for Staff's witness or know
3 any proposed rates at thistime? I'm sorry. Let me 8 that you don't have questions?
4 rephrase. Isit proper for Staff to review the proposed 4 MR COOPER Ve do not have questions.
5 rates at thistime? 5 MR, HALL: Public Counsel has no questions for
6  A. Itisnot becausewe don't have al the known 6 M. Gasgow
7 and measurableitems to determl nerates. 7 MR. COMLEY: Cedar d en has no questions.
8 Q. It'smore appropriate to wait for afuture 8 MR ELLSWORTH | have no questions.
9 rate case? 9 JUDGE DI PPELL: Al right. | don't believe
10 A. Yes, It iS. 10 the Conmi ssioners have any questions for M. G asgow.
11 MS. PAYNE: No further questions. Thank you. | ** ME. PAYNE If it would be okay, | would offer
12 JUDGE DIPPELL: Thank you. Ms. Bolin, that 12 his testinobny at this tine. It's been marked as Exhibit
13 concludes your testimony and you may step down. 13 103
14 (Wltness excused.) 14 JUDGE DI PPELL: Al right. Wuld there be any
15 JUDGE DIPPELL: Seeing that it istwo minutes |15 obiection to Exhibit 1037
16 until five o'clock, | think thisis agood place to 16 MR COMLEY:  No obj ection.
17 break for the day and we will return tomorrow at 8:30 to | 17 JUDGE DIPPELL:  Seeing no objections, | will
18 finish up our witnesses hopefully before the 18 admt that.
19 CommiSSionIS agendaat noon. 19 (STAFF'S EXHI BI' T 103 WAS RECEI VED | NTO
20 MS. PAYNE: Judge, | would ask Staff'switness |20 EVIDENCE AND MADE A PART GF THI S RECORD. )
21 Scott Glasgow is the last one that's on our list of 2 JUDGE DIPPELL:  Commi ssioner, did you want to
22 |$Jes. I'm not sure if anyone has questionsfor him. 22 ask questions of M. Busch? You seened intrigued --
23 Would it be possible to determine that at this time so z COVM SSI ONER RUPP: No.  He wasn't on my [ist.
24 we could know if hewould be released for tomorrow's |24 't was on ny iPad so | didn"t update it.

hearing?

JUDGE DI PPELL: |s M. Busch available
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1 tonorrowif | should decide | want to ask himny 1 CERTI FI CATE OF REPORTER
2 question? 2
3 MS. PAYNE: |'msure we could make him 3 I, Beverly Jean Bentch, RPR CCR No. 640,
4 available if we need to. 4 Certified Court Reporter with the firmof Tiger Court
5 JUDGE DI PPELL: Al right. Then we will just 5 Reporting, LLC, within the State of Mssouri, do hereby
6 wait for that until tonorrow. 6 certify that | was personally present at the proceedi ngs
7 MS. PAYNE: Thank you, Judge. 7 had in the above-entitled cause at the time and place
8 JUDGE DI PPELL: Is there anything el se before 8 set forth in the caption sheet thereof; that | then and
9 we go off the record? Okay. Then we can go off the 9 there took down in Stenotype the proceedings had; and
10 record. 10 that the foregoing is a full, true and correct
11 (Off the record.) 11 transcript of such Stenotype notes so made at such tine
12 12 and pl ace.
= = (ﬁﬂﬂfﬁ/y, Jean Bentet
14 14 I <
15 15 Beverly Jean Bentch, CCR No. 640
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
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