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Q.
Please state your name, title, and business address.

A.
Barbara Meisenheimer, Chief Economist, Office of the Public Counsel, P. O. Box 7800, Jefferson City, Missouri 65102.

Q.
Have you testified previously in this case?

A.
Yes, I submitted direct testimony on the issues of rate design for the Missouri American Water Company (MAWC) and each of its districts on October 10, 2003.

Q.
What is the purpose of your rebuttal testimony?

A.
The purpose of my rebuttal testimony is: (1) to update Office of the Public Counsel (OPC)'s rate design recommendation based on the revised and updated Class Cost of Service (CCOS) study prepared by James Busch; and (2) to present OPC's response to the CCOS study filed by MAWC, and the Public Service Commission Staff (Staff).

I.  Updated Rate Design 

Q.
Please explain the purpose of your update to the rate design recommendation.

A.
The OPC CCOS study that was filed in the direct testimony was based on Staff provided accounting data and billing determinants.  After the filing of OPC’s direct testimony, updated Staff's accounting data and billing determinants became available.  James Busch has revised OPC’s CCOS study with the updated Staff information and my schedules reflect adjustments based on his revised study.

Q.
How have the tables and Schedules contained in your direct testimony changed?

A.
The revised and updated cost study information produced somewhat different class revenue requirements for the Company as well as for each of the individual districts.  In most cases, the changes to the OPC study caused only minimal change in the class cost allocation percentages and my rate design recommendation.  There is a rate design correction for the Private Fire Service rate for St. Joseph which substantially reduces the recommended class revenue responsibility based on OPC’s proposed revenue requirement.  I have also included recommended class revenue requirements for Jefferson City based on updated Staff accounting data.  Finally, I deleted the total company costs that were based on an estimated division of St. Louis County costs for rate group “A and Others” and changed the titles and presentation of the information for the St. Louis County district to match the data with the class titles used in the OPC CCOS study.  A summary of the resulting rate revenue by district, a summary of OPC’s CCOS study results and the workpapers for individual districts are provided in Schedule BAM REB-1, Schedules BAM(REB-2.1 through 2.2, and Schedules BAM REB 3.11 through BAM REB-3.9.2 respectively.

II.  Responses to other parties 

Q.
Please compare the results of the CCOS studies filed by OPC, the Staff and the Company.

A.
Table R1 summarizes the parties’ CCOS results.   

Table R1 - Summary: Class Cost Of Service by District by Class

	 
	RESIDENTIAL
	COMMERCIAL
	INDUSTRIAL
	OTHER PUBLIC AUTHORITY
	SALES FOR RESALE
	PRIVATE FIRE SERVICE

	 
	 
	District Cost
	Class Cost Of Service As A Percentage Of District Cost  

	 Jefferson City 
	OPC
	4,062,653 
	52.8 
	39.4 
	5.5 
	1.2 
	0.0 
	1.0 

	 
	Staff
	3,840,091 
	62.1 
	31.0 
	4.5 
	1.3 
	0.0 
	1.1 

	 
	Company
	4,469,947 
	53.6 
	34.0 
	4.6 
	0.9 
	0.0 
	1.0 

	 Brunswick 
	OPC
	442,583 
	49.1 
	12.8 
	0.4 
	1.9 
	34.5 
	1.3 

	 
	Staff
	410,927 
	53.7 
	13.7 
	0.3 
	1.7 
	29.4 
	1.4 

	 
	Company
	195,401 
	48.9 
	12.4 
	0.2 
	1.5 
	28.1 
	1.1 

	 
	The Company's cost of service reflects cost reductions associated with support from other districts. 
	 

	 Joplin 
	OPC
	7,499,843 
	47.7 
	20.6 
	21.8 
	2.7 
	5.9 
	1.3 

	 
	Staff
	6,734,492 
	52.8 
	19.8 
	18.0 
	2.2 
	5.0 
	2.0 

	 
	Company
	8,681,269 
	50.9 
	19.4 
	15.7 
	2.3 
	4.7 
	1.8 

	 Mexico 
	OPC
	2,859,614 
	46.5 
	14.1 
	15.7 
	9.0 
	13.8 
	1.0 

	 
	Staff
	2,702,890 
	52.8 
	13.5 
	10.4 
	7.1 
	14.0 
	2.2 

	 
	Company
	3,026,717 
	49.2 
	12.9 
	12.6 
	7.2 
	10.7 
	2.0 

	 Parkville 
	OPC
	3,041,390 
	70.3 
	15.3 
	0.7 
	3.7 
	9.0 
	1.1 

	 
	Staff
	2,715,348 
	73.6 
	13.3 
	0.5 
	3.0 
	7.8 
	1.8 

	 
	Company
	3,225,808 
	69.8 
	13.3 
	0.5 
	2.6 
	6.3 
	1.1 

	 St. Charles 
	OPC
	7,624,969 
	86.9 
	10.3 
	0.0 
	1.7 
	0.0 
	1.0 

	 
	Staff
	6,850,984 
	87.2 
	9.7 
	0.0 
	1.4 
	0.0 
	1.7 

	 
	Company
	9,008,859 
	80.1 
	7.6 
	0.0 
	1.2 
	0.0 
	1.4 

	 St. Joseph 
	OPC
	15,920,010 
	44.6 
	19.2 
	17.4 
	4.5 
	12.6 
	1.7 

	 
	Staff
	14,971,944 
	49.1 
	18.2 
	17.0 
	3.8 
	11.1 
	0.9 

	 
	Company
	18,441,443 
	47.4 
	18.7 
	14.4 
	4.1 
	10.1 
	0.7 

	 Warrensburg 
	OPC
	2,320,265 
	53.1 
	17.6 
	3.6 
	15.3 
	9.4 
	1.1 

	 
	Staff
	2,146,818 
	55.1 
	15.7 
	2.7 
	17.4 
	7.5 
	1.5 

	 
	Company
	2,638,868 
	52.2 
	15.3 
	2.7 
	12.3 
	6.9 
	1.2 

	 
	 
	 
	Rate A and others
	Rate B
	Rate J & D
	PRIVATE FIRE SERVICE
	PUBLIC FIRE SERVICE

	 St.Louis 
	OPC
	102,743,839 
	                                       78.6 
	            3.0 
	               11.6 
	                  0.5 
	               6.3 

	 
	Staff
	97,012,554 
	                                       88.1 
	            2.7 
	                 8.4 
	                                         0.6 

	 
	Company
	130,776,393 
	                                       84.7 
	            1.7 
	                 6.2 
	                  0.7 
	               6.7 


Q. 
Please comment on the CCOS results.

A.
The Company’s CCOS studies produce the highest overall district costs with the exception of the Brunswick district.  The Company adjusted district and class costs for a number of districts by way of a revenue adjustment to the cost of service calculations.  The net impacts on district specific costs are as follows; Brunswick -$213,779, Jefferson City $0, Joplin $0, Mexico -$110,001, Parkville -$66,835, St. Charles $0, St Joseph -$459,748, St. Louis +$880,000, Warrensburg -$29,637.  The Staff’s CCOS study generally produced the highest class cost of service for Residential while the OPC study tended to produce higher costs for the Industrial, Commercial and Private Fire classes.  For four of the nine districts the Company’s CCOS produced a lower class CCOS for residential than either OPC or the Staff.

Q.
Please compare the results of the class REVENUE RECOMMENDATIONS filed by OPC, the Staff and the Company.

A.
Table R2 summarizes the parties’ Class Revenue results.

Table R2 - Summary: Class Revenue by District by Class

	 
	 
	 
	RESIDENTIAL
	COMMERCIAL
	INDUSTRIAL
	OTHER PUBLIC AUTHORITY
	SALES FOR RESALE
	PRIVATE FIRE SERVICE

	 
	 
	District Revenue
	Proposed Class Revenues As A Percentage Of District Revenue  

	 Jefferson City 
	OPC
	4,062,653 
	53 
	39 
	5 
	1 
	(0)
	2 

	 
	Staff
	3,840,090 
	62.2 
	31.0 
	4.5 
	1.3 
	0.0 
	1.1 

	 
	Company
	4,470,032 
	50.1 
	36.8 
	4.4 
	1.0 
	0.0 
	1.8 

	 
	Current
	4,088,580 
	52.6 
	38.8 
	4.5 
	1.3 
	(0.0)
	2.8 

	 Brunswick 
	OPC
	442,583 
	45.9 
	12.6 
	0.4 
	2.2 
	37.9 
	1.1 

	 
	OPC recommends that since the district increase would exceed 15% the revenue should be capped at 15% over current revenue or $240,497 with support provided by districts receiving the largest rate reductions.

	 
	Staff
	410,927 
	53.7 
	13.7 
	0.3 
	1.7 
	29.4 
	1.4 

	 
	Staff recommends that the customer charge and commodity rates be set at the related rate for the second highest district.

	 
	Company
	195,444 
	48.4 
	12.6 
	0.3 
	1.6 
	26.7 
	2.6 

	 
	Current
	209,128 
	50.0 
	12.6 
	0.4 
	1.8 
	33.0 
	2.3 

	 Joplin 
	OPC
	7,499,843 
	49.6 
	20.8 
	19.3 
	2.7 
	5.6 
	1.9 

	 
	Staff
	6,734,493 
	52.8 
	19.9 
	18.0 
	2.2 
	5.0 
	1.9 

	 
	Company
	8,681,237 
	50.4 
	19.5 
	15.7 
	2.3 
	4.7 
	2.2 

	 
	Current
	8,092,618 
	50.9 
	20.8 
	17.9 
	2.6 
	5.3 
	2.5 

	 Mexico 
	OPC
	2,859,614 
	47.1 
	13.9 
	13.8 
	8.3 
	14.2 
	2.7 

	 
	Staff
	2,702,890 
	52.8 
	13.5 
	10.4 
	7.1 
	14.0 
	2.2 

	 
	Company
	3,026,541 
	47.8 
	13.7 
	12.6 
	7.2 
	10.7 
	2.6 

	 
	Current
	2,525,294 
	48.1 
	14.0 
	12.2 
	7.8 
	14.8 
	3.1 

	 Parkville 
	OPC
	3,041,390 
	70.7 
	14.4 
	0.6 
	3.5 
	8.5 
	2.2 

	 
	Staff
	2,715,347 
	73.6 
	13.3 
	0.5 
	3.0 
	7.8 
	1.8 

	 
	Company
	3,225,801 
	68.2 
	14.1 
	0.5 
	2.6 
	6.3 
	1.9 

	 
	Current
	2,822,325 
	71.5 
	13.9 
	0.5 
	3.5 
	8.3 
	2.4 

	 St. Charles 
	OPC
	7,624,969 
	86.2 
	10.8 
	0.1 
	1.8 
	0.0 
	1.2 

	 
	Staff
	6,850,983 
	87.2 
	9.6 
	0.0 
	1.4 
	0.0 
	1.7 

	 
	Company
	9,008,072 
	78.3 
	9.1 
	0.0 
	1.6 
	0.0 
	1.3 

	 
	Current
	8,681,712 
	85.5 
	11.2 
	0.1 
	1.9 
	0.0 
	1.4 

	 St. Joseph 
	OPC
	15,920,010 
	45.7 
	19.4 
	17.0 
	4.2 
	12.7 
	1.0 

	 
	Staff
	14,971,946 
	49.2 
	18.2 
	17.0 
	3.8 
	11.1 
	0.9 

	 
	Company
	18,441,480 
	47.3 
	18.7 
	14.4 
	4.1 
	10.1 
	0.8 

	 
	Current
	16,320,303 
	46.2 
	19.5 
	16.6 
	4.1 
	12.7 
	1.0 

	 Warrensburg 
	OPC
	2,320,265 
	51.9 
	18.3 
	3.4 
	15.9 
	9.0 
	1.6 

	 
	Staff
	2,146,819 
	55.1 
	15.7 
	2.7 
	17.4 
	7.5 
	1.5 

	 
	Company
	2,638,779 
	50.4 
	16.2 
	2.7 
	12.4 
	6.9 
	2.0 

	 
	Current
	2,524,743 
	50.7 
	19.0 
	3.1 
	16.5 
	8.5 
	2.1 

	 
	 
	 
	Rate A and others
	Rate B
	Rate J & D
	PRIVATE FIRE SERVICE
	PUBLIC FIRE SERVICE

	 St. Louis 
	OPC
	102,743,839 
	                                       82.8 
	2.2
	8.4 
	                  0.8 
	               5.8 

	 
	Staff
	97,012,554 
	                                       88.2 
	            2.7 
	                 8.4 
	                                         0.6 

	 
	Company
	130,776,258 
	                                       84.5 
	            1.7 
	                 6.2 
	                  0.9 
	               6.7 

	 
	Current
	118,944,029 
	                                       84.7 
	            0.8 
	                 8.3 
	                  1.0 
	               5.1 


Q. 
Please comment on the proposed district and class revenue requirements.

A.
With the exception of the Brunswick district, the Company is proposing the highest revenue requirement for each district.  The Company’s adjustment to reflect adjustments to the district and class costs also impact the revenue requirement that would otherwise have resulted from its study.  In addition to these adjustments, the company has made other minor adjustments to its class revenue requirements that produce differences from class and district cost of service.    The Staff’s district and class revenue requirements are almost identical to the Staff’s cost results with the exception of Brunswick.  Staff indicates that an adjustment to reduce the class rates and revenue requirement for Brunswick would be appropriate.  Staff proposes that the customer charge and commodity charges for Brunswick be set at the level of the related rate in the second highest district.  OPC’s required revenues differ from cost of service consistent with the proposed rate design described in my direct testimony.  The result of OPC’s rate design combines measured movement toward class cost of service while mitigating potentially detrimental rate shock.

Q.
Are there additional reasons you believe the OPC rate design proposal is preferable to the those of the other parties?

A.
Yes.  In addition to producing movement toward cost of service and mitigating potential rate shock, I believe that it is the most appropriate when considering the substantial disparity of total company revenue requirements proposed in this case as well as the inter and intra-district issues that the Commission will decide.  Staff’s proposal will help to limit potential impacts on Brunswick but allows for significant rate volatility within and between districts.  If the Commission adopts revenue requirements higher than those the Staff proposes, the Staff’s current recommendation that takes rates other than Brunswick’s to full cost of service could produced unacceptable rate increases.  This is especially true for customers who recently experienced substantial increases in their water rates and/or face potential increases for other necessary services, such as natural gas.  The Company’s proposal also seems uniquely tailored to only its own overall revenue requirement.  Additionally, it seeks to support even greater rate reductions for some customers than would otherwise occur based on the cost of providing service to those customers.  For example, under the Company’s proposal, St. Louis is to receive more than a 13% increase. This is more than is necessary to bring St. Louis rates to the St. Louis specific cost.  A portion of the 13% the Company proposes to collect will further enhance the revenue reduction the Company’s CCOS study suggests for most of the customer classes in Warrensburg.  

Q. 
Do you support an increase in the customer charge?

A. 
No.  James Busch’s CCOS indicates that the current customer charge is adequate.  

Q. 
Do you support creating a new line item to collect for public fire costs?

A. 
Absolutely not.  As I have testified on numerous occasions with respect to telecommunications issues, surcharges are disliked and confusing to customers, and are unnecessary to ensure cost recovery or that cost recovery occurs in an efficient manner.  


Q. 
Please describe the Staff and Company proposed commodity rate design proposals.  

A.
The Staff proposes a single block commodity rate by district, and by class.  The Company’s proposal recommends a combination of single block and declining block rates based on customer class and district.

Q.
Do you recommend either of these methods for establishing the commodity rate?

A.
No.  Generally, where no unusual circumstances exist, I would recommend an equal percentage increase in the blocks for each class rate if the Commission approves a net increase in district revenue.  This is consistent with OPC’s rate design recommendation and can be implemented without creating “winners and losers” within a district’s rate class.  The converse would also generally hold true. However, within the past few years many of the Company’s customers have experienced substantial rate changes and before committing to a final rate recommendation OPC would like the benefit of hearing from customers at the remaining public hearings and from interveners representing MAWC customers.

Q.
Does this conclude your rebuttal testimony?

A.
Yes.
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