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SURREBUTTAL TESTIMONY
OF

GEOFF MARKE
MISSOURI-AMERICAN WATER COMPANY

CASE NO. WR-2015-0301

INTRODUCTION

Please state your name, title and business addse

Dr. Geoffrey Marke, Economist, Office of theliia Counsel (OPC or Public Counsel),
P.O. Box 2230, Jefferson City, Missouri 65102.

Are you the same Dr. Marke that filed direct andrebuttal testimony in WR-2015-
03017

| am.
What is the purpose of your surrebuttal testimoy?

| am responding to rebuttal testimony regarding:

Proposed District Consolidation
o Missouri American Water Company (MAWC or Companyijness Karl A.
McDermott

o Missouri Public Service Commission Staff (Staffjiméiss James A. Busch

* Decoupling Mechanism

o Staff withess James A. Busch

» Residential Usage

o Company Witness Gregory P. Roach

» Supply Side Energy Efficiency
o Company witness Kevin H. Dunn

o Staff withess James A. Merciel, Jr. and Marloligschlaeger
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Q.
A.

* Demand Side Energy Efficiency
o Company witness Philip C. Wood

o Staff witness James A. Merciel, Jr.

e Special Contracts

o Staff withess James A. Busch
Please state OPC’s positions?

OPC has not changed its position on any of thstanding issues stated above to which
parties responded in rebuttal testimony. As itdsaDPC:

* Does not believe further district consolidatiomvarranted based on the evidence in
this case;

* Is in agreement with Staff's opposition to the Camgs proposed decoupling
mechanism;

« Disagrees with the Company’s residential declinisgge assertions;

* Is in agreement with Staff in opposition to the iBion of Energy’s (DE) supply-
side mechanism proposal;

* Isin agreement, in part, with Staff and the Conyfsanpposition to DE’s demand-
side programs proposal due to the lack of detadiscast-justification; and

* Is in agreement with Staff that a review of the tcact between MAWC and

Triumph Foods is appropriate moving forward.
DISTRICT CONSOLIDATION

Please summarize the proposals before the Comrmsign.

The Company proposed three zones combining@sivith similar current rates.

Staff proposed three zones based loosely on geuigedpocations and operating
characteristics. Finally, OPC and the Missouri btdal Energy Consumers (MIEC) have
proposed that the districts remain in the currennt

2
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Q. What was the Company’s response?

A. Dr. McDermott did not respond to Staff’'s propdsmnsolidation. However, he did

provide four general objections to my rebuttalireehy summarized as follows:

1.) No marginal cost pricing study was condudtegubstantiate cost differences
between districts;

2.) Water utilities operate in the same mannex@stric and gas utilities;

3.) Future acquisitions could be set as standeatlistricts; and

4.) The potential for overinvestment due to distconsolidation is unfounded.
| will respond to each objection in turn.
Please explain Dr. McDermaoitt’s first objection.

A. Dr. McDermott’s primary objection to OPC and MIES arguments against consolidation
centers on the fact that neither party performatheginal cost study. As stated by Dr.
McDermott:

Economics has only one view of costs in relationdosumption and
production efficiency: Prices should be based orgimal opportunity
cost which provides the correct price signal fomB to produce in an
efficient manner and consumers to consume in aciexft manner. Any
other measure of cost does not tell us anythingitathe efficient

production and consumption pattefns.
What does marginal cost pricing mean?

Simply put, marginal cost pricing means chargingsumers a price that reflects the
additional costs to the producer of an additiomal af consumption. The most obvious
contrast to marginal cost pricing is average castrg. To provide a simplified

illustration, if some amount of water costs twotsawn provide in St. Louis and eight

! WR-2015-0301 Rebuttal Testimony of Karl A. McDerttrp. 3, 20-25.
3
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cents to provide in St. Joseph, a marginal cost teould charge those amounts

respectively. Thus, an average cost tariff wouldrgk five cents for each district.
Did you perform a marginal cost study?

No. There are manmeasons why no such study was performed. Dr. McD#fs own

testimony spells out the most relevant reason:

Notice, however, that if the Commission were totketprice at marginal
cost the Company would not recover its sunk castisveould never invest
in the system in the future. Therefore, regulatitakes a legal
requirement that all prudently incurred costs,udahg sunk costs, must
be recovered through rates and the process by uiigks done is the
ECOSS [embedded cost of service stifdy].

Generally, | am in agreement with Dr. McDermottt®Bomic argument—in a perfect
world such an analysis (assuming the parametethoaelogy and data were all agreed
to by parties) would be helpful. However, such sadre rare in utility regulation for the
accounting and legal reasons articulated aboves. iStparticularly true for water utilities
due to the historically inexpensive cost of theotese. The fact that such a study was not
conducted does not invalidate or detract in any thayembedded cost studies performed.

It has been extremely difficult to get consistamstomer account and usage data across

districts from the Company in this case. Seenat light, a reliable marginal cost study

represents a herculean task.

Q. Please explain Dr. McDermott’s second objection.

A. Dr. McDermott’s second objection is an argumettioed from his direct testimony—that

consolidation is justified because water utilitiggerate in the same manner as electric

and gas utilities. He states:

? WR-2015-0301 Rebuttal Testimony of Karl A. McDermpt 11, 22-26.
4
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The left side of Figure 2 shows Ameren Missourésvice territory.

Ameren Missouri is nearly as large and geograplyicierse as MAWC

large districts. So if it is true that MAWC facesathatically different

costs it must also be true for Ameren Missourisiii¢coo would face

differences in demographics, customer density, @coes, and

geographies in roughly the same areas of Missouri.

Figure 2: Reprinted Figure 1 from Dr. McDermotg&buttal testimony comparing

Ameren Missouri’'s footprint with MAWC's seven larstevater districts

-] Fat

Ao ity it

TR

Please respond.

As stated in my direct testimony, variationsvibetn districts are based in part on the
accessibility and availability of those source$ochl water. Location matters in the

water utility cost of service, for both the qualdithe product and for the availability of

the resource in a manner that is not comparakaéetdric or gas operations. For

example, an Ameren Missouri customer in Jeffersity i€ not dependent on the

availability, treatment and distribution of JeffensCity fuel or generation to power their
lights. Figure 3 illustrates this by contrasting thmeren Missouri’s service footprint

with the location of Ameren Power Generation.

% Ibid. p. 7, 7-12 & 20.
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Figure 3: Comparison of Ameren Missouri's serviegitory with the location of its power
generatioft®

Today’s Power
Generation

e
2

Luke of the

MISSOURI

# Coal-Fired Units

—\\’ \}
. l{q
3 @ Combustion Turbine
Gas (CTG) Units
Z Hydro Units
® Renewable Unit
@ Muclear Unit

Even then, Figure 3 is misleading because Amerissddri is a member of the
Midcontinent Independent System Operator (MISO)ictvlacts as a marketplace
operator for wholesale power throughout the erfitiotprint seen in Figure 4.

* Ameren Missouri (2016) Work with Economic Develogmbhttps://www.ameren.com/business-partners/ec-
dev/work-with-us
®> Ameren Missouri (2016) Today's Power Generathtps://www.ameren.com/missouri/my-business/uevefysed

generation
6
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Figure 4: MISO’s Electric Power Market Footpfint

MISO Market Footprint and Highlights

=)

™

* End-use ‘Eust.r.:-mErs: 42 million

* Maximum Demand: 127,000 MW

* Transmission (69 - 500kV): 66,000 miles r g,’

¢« Generation: ~180,000 MW ,!; 'a
= Market Participants: 400+ ﬂj‘b&

= 537 billion annual gross market charges
(2014)

Ll i

In reality, Ameren Missouri customers have systeitevibenefits as well as increased
costs that come with the electric grid and the MI8@mbership. This means that the
generation unit powering a customer’s lights irfelsbn City may come from any power
generating plant within the MISO footprint. Thersacannot be said for MAWC
customers. Treating MAWC customers as if they fiomctinder the same market

conditions or have the same resource flexibilitAageren Missouri customers runs

counter to the manner MAWC actually operates.

® Matlock, R. (2015) MISO Overvievhttps://www.pca.state.mn.us/sites/default/filesfalg2-20u.pdf
" MISO’s footprint extends into the province of Menfia, Canada.
7
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Q.

Do you agree with Dr. McDermott's suggestion thiafuture acquisitions do

not necessarily have to be consolidated?

Yes. | would agree any decision the Public Servtommission (PSC or
Commission) makes in this rate case regardingdaheatidation and acquisition
of current and/or future districts would not bednng.

Please respond to Dr. McDermott’s objection toqur stated concerns about

overinvestment.

Dr. McDermott inaccurately portrays my sentimentthis issue. Consolidation of
districts does not automatically guarantee “golatiply” will occur. Rather, | posited
further consolidation would increase the likelihdbdt over-investment could occur

based on the diminished price signals and reducersight.
What was Staff’s response to the various propok®

Staff opposes the Company’s proposal and ackeayds the concerns raised by OPC
and MIEC regarding the increased potential for mv@stment by citing a historical
example: the St. Joseph water treatment plant. Mery&taff withess James A. Busch
claims this concern is mitigated in part due toXB89 acquisition of the St. Louis
County Water Company (SLCWEMr. Busch’s testimony reads as follows:

Q. Why is the change in composition of MAWC im@ort?

A. The change in composition of MAWC is importaetchuse it no longer
only operates in a limited number of districts @ftively similar size. It
Is a water utility that provides service to a seydarge area with over
350,000 customers [St. Louis County], as well ag single, small area
with only 15 customers. It has expanded to takeesys that were failing

and it has grown its operations. Therefore, themaam which it is

8 See Case No. WM-99-224.
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regulated through its rate design needs to evohaltress this new

reality?

Mr. Busch then argues consolidation is necessagpsore MAWC will still be
incentivized to purchase any current or potentidibtressed systems in the future. He
states:

First, Staff keeps a list of entities that it hasgonal knowledge of that
have expressed an interest in expanding to thisSecond, a water/sewer
utility in receivership recently was ordered byiecGit Court Judge to
solicit bids for the transfer of its assets. Thasva decent-sized system
with decent revenues as far as small systems amoed MAWC was

one of four entities to place a bidemphasis added§.

Finally, Staff offers that the Commission requikd8WC to file a five-year capital
expenditure plan for review by January 31 of easdr with an opportunity for parties to

respond to minimize the potential of future ovedstment.
Does OPC agree?

No, Staff's proposal is based on generalizatiamd lacks foundation. According to
Staff's own admission, there is a historical presedhat validates the concerns
expressed in OPC'’s direct testimony regarding uramaed consolidation and over-
investment. Remarkably, Staff dismisses that canbecause the imprudent capital
investment that occurred in St. Joseph predateadipeisition of the SLCWC system—
an acquisition that took place over seventeen-yagos

| disagree with this premise. Just because thiedsis County water district (which has

since been consolidated with St. Charles to fornb.&iis Metro) is large does not mean

® WR-2015-0301 Rebuttal Testimony of James A. Bupchp, 5-11.
91bid. p. 12, 12-17.
9
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its customers should bear the costs for systemsewtebenefit is gaineth.Moreover,
the acquisition of the SLCWC system occurred mbaa tseventeen years ago and
multiple rate cases, acquisitions, and consolidatitorts have transpired since. This
hardly reflects a “new reality” necessitating a @epre from the principles of cost
causation for MAWC and its customers.

OPC further opposes Mr. Busch’s claim that Stgifgposed consolidation is necessary
to incentivize MAWC to purchase current and futdistressed systems. Not only has
MAWC purchased and acquired distressed (and ndredsed) systems since they
entered Missouri, they continue to do so. Mr. Busebks a solution to a problem that

either does not exist or is already answered basgatesent market conditions.

Finally, Staff's proposed capital expenditure plaquirement for MAWC lacks
sufficient details and is too general as presgmibposed for OPC to comment on

meaningfully.
DECOUPLING MECHANISM

Please summarize the proposal before the Commigs.

In direct testimony, Company witness Jeanne Msl€y proposed that the Commission
approve a revenue stabilization mechanism (RSMeooudpling) based on the following
arguments:

* Weather risk is eliminated
» Controversies over pro forma revenues are elimthate
¢ Reduction in the number of rate cases and the @tsd@xpenses

« Company is free to promote water efficiency

" In economics, this is commonly referred to as arahbazard.” A moral hazard refers to the elevaiskk one

party might take in an economic transaction becans¢her party will bear the negative consequent#sse
risks. See also, Thoma, M. (2013) Explainer: Whétioral hazard” CBS Money Watch.
http://www.cbsnews.com/news/explainer-moral-hazard/

10
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* The current cost of operating water systems aré®iog covered
* Long-term water use trends are downward for the @Gom
» Other utilities receive this form of ratemakingatment

My rebuttal testimony addressed each of these aggtsnFurthermore, | noted Ms.
Tinsley offered neither a tariff filing nor any giaince within her testimony as to exactly

how this mechanism works in practice.
What was Staff's response?

Staff opposed the Company’s proposal and Mr.cBuarticulated the same concerns and
offered similar objections that | made in my realtiestimony.

Did the Company have any comments in rebuttal?

No, MAWC did not file any supporting documentatiregarding the proposed decoupling
mechanism in rebuttal testimony.

OPC continues to maintain its recommendationtite&Commission reject this proposal.

RESIDENTIAL USAGE

What was the Company’s original position on thessue of residential non-
discretionary usage?

In direct testimony, Company witnesses, Greddriroach and Kevin H. Dunn argued
that there is a continuing decline of water usescall MAWC districts, at various
ranges, based on the ten-year sales and custonmmadénformation confined to the
“winter months” of February, March and April. MroRch'’s testimony then expounded
on the reasons behind this:

This decline can be attributed to several key factocluding but not

limited to: increasing prevalence of low flow (waédficient) plumbing

fixtures and appliances within residential housdbptonservation

efforts of the customers, conservation programdampnted by the
11



D 01 A W DN P

10

11
12

13
14
15

16
17
18

19
20
21
22

23
24

Surrebuttal Testimony of
Geoff Marke
Case No. WR-2015-0301

federal government, state government, MAWC andrathéties, and

price elasticity:?
In addition to the efficient appliance argumentnp@any witnesses Roach, Dunn, and
Jeanne Tinsley produced a considerable amounsnieny speaking to fluctuations in
discretionary residential water usage resultingifi@eather. However, no attempt was

made to weather normalize any of the Company’swopsion data.
Did other parties file direct testimony on thistopic?

Yes, Staff (Busch) and OPC (Mantle) both proplogglizing five-year averages (albeit
with slightly different ranges) for setting the emwue requirement moving forward.

Did the Company file rebuttal testimony on thistopic?

Yes, Mr. Roach was critical of both Staff and@#proposed five-year average in direct

testimony stating that those proposals:

are misplaced and illusionary and have no impad¢heranalysis
conducted by MAWC to develop Test Year sales vokiaral

revenues?®

Furthermore, Mr. Roach objected to Staff and ORfEshodology on the premise those
figures failed to normalize for weather and omitted Company’s efficient appliance

trend adjustment.

In setting Test Year sales volumes and revenues;timmission Staff
and OPC used a simple 60 month averaging techtingiievas not
normalized for varying weather conditions, a denjruse trend or any

other factort*

In addition, his rebuttal testimony also respontiesipecific objections articulated by
Staff and OPC during off-the-record settlementusons but not stated in filed direct

12\WR-2015-0301 Direct Testimony of Gregory P. Rogzhd, 14-17.
Y WR-2015-0301 Rebuttal Testimony of Gregory P. Roact3, 4-6.
*bid. p. 3, 13-16.

12
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testimony. Consequently, at least part of Mr. R&aotvenue requirement rebuttal
testimony is actually a response to Staff and OP&/enue requirement rebuttal
testimony (e.g., he references concerns raiseddily&hd OPC over specific billing

months yet no testimony had been filed referenamgsuch months).

Finally, it is important to note there were twa&gons of rebuttal testimony. Mr. Roach
responded only in the first (revenue requiremedt)e week later, | submitted a second
rebuttal testimony (rate design) objecting to hésne that MAWC is facing a historical
and persistent decline in residential water usagetd the proliferation of efficient
appliances'>

What should the Commission be cognizant of befergoing into detail regarding Mr.

Roach’s weather analysis?

No attempt has been offered by the Companyrfgragher party) to tender a weather

normalized adjustment to the revenue requirement.

What has been offered for consideration as theparopriate residential customer

usage?

Both Staff and OPC proposed a five-year ave(agi slightly different ranges) based
on residential total water sales and customer adsdtom data provided by the

Company to Staff's data requests 0235 and 0239.

In direct testimony, Mr. Roach put forward multigléferent temporal periods for
consideration in which he utilized a different sECompany residential data (compared
to those used by Staff and OPC) to assert his@fti@ppliance argument.

In rebuttal testimony, he looked only at averageperatures for select months based on

data confined only to Lambert St. Louis InternadibAirport’s weather station at both

> Mr. Roach’s assertion of the proliferation of eiiéint appliances in MAWC's service territory iseréd, in part,
as support for MAWC's decoupling mechanism. BecaheeaCompany was ordered by the Commission to respo
to Staff's decoupling report one day before ratsigterebuttal was due, | filed testimony in theas®tround of
rebuttal providing proper context for OPC’s objentto the decoupling mechanism.

13
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five and forty-year ranges. Figure 5 provides akdewn of the ranges and data sets

utilized by parties to date:

Figure 5: Breakdown of residential usage and wazdtiends put forward in testimony
Staff (direct)
* Five-year average
« 60 months (October12010 to September 30, 2015)
» Data provided by Company in Staff data request$ @G2@l 0239

OPC (direct)
» Five-year average
e 60 months (January 1, 2010 to December 31, 2014)
» Data provided by Company in Staff data request$ @2l 0239

MAWTC'’s efficient appliance adjustment (direct)
» Ten-year trend analysis to develop non-discretpbaseline usage includes:
o0 120 months (January 2005 — Dec. 2014 in schedBR &
o0 30 months (February, March and April 2005-2014dheslule GPR 2)
o 30 months (February, March and April 2006 — 2015dhedule GPR-3)
0 180 months for Joplin-only analysis (2000 to 2015¢hedule GPR-5)
» Data provided by Company in Kevin H. Dunn direstit®ony work papers

MAWTC'’s “average” St. Louis weather analysis (rebutgl)
* Five-year average temperatureLambert St. Louis International Airponteather
station
* 60 months referenced in testimony but only 25 menutilized in the work
papers (May, June, July, August and Septemberearsy2011 - 2015)

Contrasted against

* Forty-year average temperature_Lambert St. Louis International Airponteather

station

14
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» 480 months implied in testimony but 200 monthsz€d in the work papers
(May, June, July, August and September 1976 - 2015)

» Data provided in Roach’s rebuttal testimony workgra

In my direct testimony | proposed the Commissionsider opening a Rate Design
docket specifically for MAWC in large part becaysaties were operating with different
Company-provided data sets to inform their analyBigs was supported with Mr.
Dunn’s work papers and the Company’s responsedifStlata requests filed as
attachments in which cells were highlighted shovimgdiscrepancies.

In my rebuttal testimony | suggested there is yaamlimited room to manipulate data,
especially if one is predisposed to a specific ome. | expounded on the lack of support
surrounding Mr. Roach'’s efficient appliance hypaikeas it pertains to Missouri as well
as his failure to account for weather, price etasgtiinconsistencies in billing between

districts and the Great Recession.

In surrebuttal testimony | will address the flawsrsunding his “average” St. Louis

weather analysis.
What is the basis for Mr. Roach’s weather analyis?

Mr. Roach opens his rebuttal testimony centere&taff's and OPC’s “distorted” and
“simplistic” use of averaging across five-yeargedidential usage and account
information over all districts. His central poistthat a five-year average would show no
downward trend line, in part, because the pastyfeags are not representative of normal

weather.

He then performed his own averaging of five antifgear monthly temperatures seen at

St. Louis Lambert International Airport.

To be clear, Mr. Roach is critical of Staff's a@#C’s use of averaging but then counters
with his own averaging analysis restricted to delypperature and isolated to only one

location (St. Louis).

15
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Q. Is average temperature the only weather-relatedariable to consider for a water
utility?
A. No, according to a 2010 article on designing emaluating water usage and

benchmarking metrics from the American Water Wdkksociation (AWWA),
precipitation (rainfall) should also be consideréatcording to the journal:
The weather adjustment can be performed directlthercalculated value
of any metric with the use of parameters (in themfoof constant
elasticities) that capture the sensitivity of watee to weatheThe two

key variables that are often used in modeling thefiects of weather on

urban water demand are precipitation and maximum dédy air

temperature. For example, the weather-normalized value ofntlegric of

average annual use in the single-family sectotbeatalculated as:

AUM_, SF = (B”

atrn o

o TJJ' . RH .
A[f:‘kfl__”bfx(?) x(—)

! ¢

In which AUM_,> = weather-normalized single-family annual use roetri

in gpd per account in yea‘PxUMatSF = calculated value of the metric in
gal/account in yedr T; = average maximum daily air temperature during
the growing season of ye&afT, = normal value of average maximum daily
air temperature during the growing seasqrs, ®tal rainfall during

growing season in yedr,R, = normal value of total rainfall during growing
seasong, § = constant elasticities of temperature and pretipn,
respectively, andtn = per account useand normal year weathr

(emphasis added.

'8 Dziegielewski, B. & J.C. Kiefer (2010) Appropriadesign and evaluation of water use and conservatietrics
and benchmarks. American Water Works Associatid 60
16
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Q.

Should average St. Louis temperature be the daf#t source for determining

MAWC'’s weather exposure?

Absolutely not. MAWC's service territory extenddandreds of miles across Missouri and it
would be suspect to suggest districts are all tmifim their monthly temperature and in the
amount of precipitation experienced.

Do you have any concerns with comparing the foytyear St. Louis data with the

five-year St. Louis data?

Yes. In addition to the reasons articulated abdvr. Roach’s conclusions regarding the

differences in the St. Louis averages are a reétitte small sample size utilized in the five-

year analysis. That is, although his testimony lkpéa 60 months as the range examined,
the analysis only looks at 25 months. All thingsngeequal, it is no surprise there are

differences when comparing the averages of 25matds against the averages of 200 (five
months over 40 years) or 480 (12 months over 4fsy€eata points.

Are there any final comments you wish to make othis subject?

Yes. Staff is currently investigating problenslated to as many as 97,000 meters in
MAWC'’s service territory. This represents approxeta one-fifth of all of MAWC's

customers. Further information will likely come alboegarding the extent and scope of the
problem, but the sheer size of the problem alresudyld give all parties pause regarding

the accuracy of any historical water usage trend.

http://www.hazenandsawyer.com/uploads/files/Jourdlcle Water Use and Conservation Metrics andcBen

marks.pdf
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V.

SUPPLY SIDE ENERGY EFFICIENCY

Please summarize the proposal before the Commigs.

In direct testimony, DE witness Jane Eppersappsed the Commission authorize a
tracker for supply-side energy efficiency and wdbsss reduction investments made in
excess of $100M annually, with costs capped agalitianal $100M annually. Stated
differently, the tracker would apply to costs retato supply-side energy efficiency and
water loss reduction investments by the Compamy&it00M -$200M range annually.

What was the Company’s response?

Company witness Kevin H. Dunn offered a modifica to DE’s proposal by suggesting
that the threshold annual investment level be Wleeame of total annual expenditures,
less actual total annual expenditures from the Goys Infrastructure System
Replacement Surcharge (ISRS). This results intineia threshold investment level
being reset from DE’s proposed $100 million to @@mpany’s proposed $50 million

level.
Does OPC agree?

No. The Company offered no supporting testimsualgstantiating DE’s proposal. It
merely lowered the bar (from $100M to $50M) for wreedeferral would go into effect.
All of the outstanding concerns and objectionseaigreviously in rebuttal testimony to

Ms. Epperson are magnified under the Company’sraoit.
What was Staff’s response?

Staff opposes DE’s proposal. Staff withess Merblel offered five specific reasons
including:
1. A deferral of capital expenditure is not considebgdstaff to be the
proper way of handling capital expenditures;
2. Staff is unsure of the benefit or the need to mesuch a deferral as an

incentive for MAWC to undertake water and energyirsgs projects;
18
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VI.

3. Details of what projects, or portions of projedtattwould be eligible for
inclusion [sic];

4. Cost effectiveness is not presently addressedaar for eligible
capital projects; and

5. Staff is unsure whether or not DE’s proposed tiokklevels to begin the
deferral, and to limit of [sic] the amount that mag/deferred, are

reasonablé’

In addition, Staff witness Oligschlaeger echoes Mrciel’s arguments and states:
The Staff recommends that the Commission not ablliDE’s proposal,
as MDOE has not demonstrated that extraordinaeyrraking
approaches are necessary to induce MAWC to realoinaest in
energy efficiency and water loss reduction initia$i, or that the amount
invested by MAWC in this areas [sic] has been iog@ée in the past

Does OPC agree?

Yes. OPC reached the same conclusions as Staffi®issue.
DEMAND SIDE ENERGY EFFICIENCY

Please summarize the proposal before the Commiss.

In direct testimony, DE witness Martin R. Hyman posed that the Commission require
the Company promote demand-side efficiency endnesgsures with expenditures
targeting 0.5 percent of the annual average tetanue (approximately $1.55M), funded
through a regulatory asset account that would lleated in future rate proceedings. No
more than 20% (approximately $311k) of these exjperes would be allocated for

program administration, marketing and evaluatiorppses. Mr. Hyman also suggested

" WR-2015-0301 Rebuttal Testimony of James A. Mérdie p. 3, 6-17.
8 WR-2015-0301 Rebuttal Testimony of Mark L. Oligestger p. 10, 21-23 & p. 11, 1.
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the formation of a collaborative permitting any atldnterested stakeholders to weigh in
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on how best to design, implement and evaluate tmegany’s demand-side programs.
What was the Company’s response?

Company witness Philip C. Wood offered two oliges to Mr. Hyman’s proposal. First,
he states the Company’s proposed rate design wa®nducive to promoting energy
efficiency programs. Second, he states Mr. Hymproposed budget appears arbitrary
and that the proposal lacks foundation in being &blproperly communicate to

ratepayers that such a program results in a valgeeater than the cost.

Mr. Wood offers the first objection could be métgd with a Commission-approved
decoupling mechanism and the second objection amlidbe overcome if programs
were planned, staffed, accessed and communicatdtomers in a manner where

benefits outweighed costS.
Does OPC agree?

No. With regard to Mr. Wood's first objection RT’s position remains consistent with

what was filed in rebuttal testimony rejecting greposed decoupling mechanism.

Mr. Wood’s second objection echoes concerns rarsedy rebuttal testimony that DE'’s
proposal be rejected due to the lack of cost-jastifon and necessary planning.

What was Staff's response?

Staff was not opposed to considering such anaragn the future, but that further
dialogue with other parties and a cost-benefity@migalwas necessary before supporting
such a program.

Staff withess James A. Merciel Jr. stated appro/8lE’s spending amounts to an

approximate annual impact of $3.30 per customer.

19 WR-2015-0301 Rebuttal Testimony of Philip C. Wopd4, 19-24 & p. 5, 1-8.
2 |bid. p. 5, 10-24 & p. 6, 1-12.
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Q. Does OPC agree?

A. Yes. There is no cost-justification presently doratepayer-funded energy efficiency
program. Continued discussion is appropriate ifGoenmission feels this topic is
warranted. However, Mr. Merciel’s preliminary raéger impact analysis being confined

to only residential ratepayers is inappropriatest@onsiderations for all ratepayers
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including commercial and industrial should be cdasgd.

VII. SPECIAL CONTRACTS

Please summarize the proposal before the Commiss.

Staff withess Busch recommended a review oftth@ract between MAWC and

Triumph Foods be conducted for consideration duki#ddVC’s next general rate

increase. Mr. Busch explains:

In MAWC'’s rate case, WR-2010-0131, the contract ewa&nded and a
new commodity charge was established based upanable cost
component and a margin component. Further, in tipell&tion and
Agreement that was filed in the case and approydatido Commission,
Highly Confidential Appendix D stated, among otpeovisions, that the
Signatories agree not to request a review of thaipyh Foods contract
until after December 31, 2015. As this current caas filed in July of
2015, Staff did not request a review at that tirh@wever, since it is now
past December 31, 2015 Staff is requesting a rewvialve contract be
conducted and any changes deemed appropriateenditiiressed in

MAWC's next general rate proceediffg.

L WR-2015-0301 Rebuttal Testimony of James A. Bysc25, 19-24 & p. 26, 1-3.

21



H

~N O 0o b~ WDN

Surrebuttal Testimony of
Geoff Marke
Case No. WR-2015-0301

Q.
A.

Does OPC agree?

Yes. | reviewed the WR-2010-0131 case, the hydbehind the Triumph Foods contract,
and the terms of the Stipulation and Agreementcaamttiuded a review is not only
appropriate but long overdue. OPC supports Stpffiposed review to ensure that
Triumph Foods’ rate is not detrimentally impactwtger customers in the St. Joseph
District, is still providing the agreed to benefiis was envisioned when the contract was

established in 2006, and is still an appropriate ragcessary rate moving forward.
Does this conclude your testimony?

Yes.
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