
 
 Exhibit No.:  
 Issues: Revenue, Rate Base, 
  Depreciation 
 Witness: Matthew R. Young 
 Sponsoring Party: MoPSC Staff 
 Type of Exhibit: Rebuttal Testimony 
 Case No.: WR-2017-0343 
 Date Testimony Prepared: January 29, 2018 

 
 
 
 

MISSOURI PUBLIC SERVICE COMMISSION 
 

COMMISSION STAFF DIVISION 

AUDITING 
 
 
 
 

REBUTTAL TESTIMONY 
 

OF 
 

MATTHEW R. YOUNG 
 
 
 
 
 
 

GASCONY WATER COMPANY, INC. 
 
 

CASE NO. WR-2017-0343 
 
 

Jefferson City, Missouri 
January, 2018 



 

Page i 

TABLE OF CONTENT OF 1 

REBUTTAL TESTIMONY OF 2 

MATTHEW R. YOUNG 3 

GASCONY WATER COMPANY, INC. 4 

CASE NO. WR-2017-0343 5 

REVENUE ................................................................................................................................. 2 6 

RATE BASE .............................................................................................................................. 4 7 

Land – Lot 27 .................................................................................................................... 6 8 

Shed Property .................................................................................................................. 18 9 

Trencher .......................................................................................................................... 21 10 

Utility Task Vehicle (UTV) ............................................................................................ 26 11 

DEPRECIATION ..................................................................................................................... 28 12 



 

Page 1 

REBUTTAL TESTIMONY 1 

OF 2 

MATTHEW R. YOUNG 3 

GASCONY WATER COMPANY, INC. 4 

CASE NO. WR-2017-0343 5 

Q. Please state your name and business address. 6 

A. Matthew R. Young, Fletcher Daniels State Office Building, 615 East 13th 7 

Street, Room 201, Kansas City, Missouri 64106. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am a Utility Regulatory Auditor for the Missouri Public Service Commission 10 

(“Commission”). 11 

Q. Please describe your educational background and work experience. 12 

A. I earned a Bachelor of Liberal Arts from The University of Missouri – Kansas 13 

City in May 2009 and a Master of Science in Accounting, also from The University of 14 

Missouri – Kansas City, in December 2011.  I have been employed by the Commission since 15 

July 2013. 16 

Q. What job duties have you had with the Commission? 17 

A. As a Utility Regulatory Auditor, I perform rate audits and prepare 18 

miscellaneous filings for consideration by the Commission.  In addition, I review exhibits and 19 

testimony on assigned issues, develop accounting adjustments and issue positions which are 20 

supported by workpapers and written testimony. For cases that do not require prepared 21 

testimony, I prepare Staff Recommendation Memorandums. 22 
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Q. Have you previously filed testimony before this Commission? 1 

A. Yes.  I have filed testimony in a variety of cases processed by the Commission.  2 

Attached to this rebuttal testimony is Schedule MRY-r1, which details the major audits and 3 

other case work in which I participated as well as the scope of the audits I have performed. 4 

Q. With reference to Case No. WR-2017-0343, have you examined and studied 5 

the books and records of Gascony Water Company, Inc. (“Gascony Water”) regarding its 6 

water operations? 7 

A. Yes, with the assistance of other members of the Staff of the Commission 8 

(“Staff”). 9 

Q. What is the purpose of your rebuttal testimony? 10 

A. I will respond to Gascony Water’s direct testimony regarding depreciation, the 11 

rate base treatment of certain equipment and land as well as rebut the current level of revenue 12 

included in Gascony Water’s direct case.  Staff witness Michael Jason Taylor will be 13 

responding to other revenue requirement issues in this case. 14 

REVENUE 15 

Q. What is Gascony Water’s recommendation for the appropriate amount of 16 

current revenues? 17 

A. Gascony Water used the dollars associated with Attachment B (Staff’s 18 

Accounting Schedules) of the Partial Disposition Agreement1 to form its revenue 19 

requirement.2  The revenue requirement of $1,248 produced by Staff’s Accounting Schedules, 20 

which considered all the adjustments made to the test year ending December 31, 2017, is 21 

                                                 
1 Filed November 17, 2017 in Case No. WR-2017-0343; EFIS Item No. 8. 
2 Russo direct testimony, page 10, lines 11-14. 
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based on $35,411 of annualized revenues.  However, the revenue requirement produced by 1 

Staff’s November 17, 2017 Accounting Schedules has changed as result of new information 2 

provided by Gascony Water, relating to the number of customers Gascony Water provides 3 

water service (commonly referred to customer counts). 4 

Q. Were the customer counts used to annualize revenues accurate in Staff’s 5 

Accounting Schedules? 6 

A. No.  After Staff’s initial revenue annualization was provided to the Company 7 

and The Office of the Public Counsel (“Public Counsel”), it was learned that Staff did not use 8 

the correct customer counts, which is further discussed below.  Through an email dated 9 

October 11, 2017, Staff requested additional information regarding customer counts from 10 

Gascony Water.  The correct customer counts were subsequently provided to Staff by the 11 

Company and those correct customer counts were used to revise Staff’s annualized revenues.  12 

Therefore, the amount of revenues Gascony Water used to determine its revenue requirement, 13 

as sponsored by Mr. Russo, is not accurate. 14 

Q. How did the change in customer counts effect Staff’s revenue requirement? 15 

A. The number of June 30, 2017, part-time customers increased by 6 customers 16 

from the customer counts provided by the Company during Staff’s on-site visit.  The 17 

additional number of customers created additional annualized revenue, which leads to a 18 

decrease in Staff’s revenue requirement of $885.3  This update to Staff’s revenue requirement 19 

is reflected in the Accounting Schedules that are attached to the rebuttal testimony of Staff 20 

witness Michael Jason Taylor. 21 

                                                 
3 6 customers * 4 bill/year * $36.88 tariffed charge per bill = $885. 



Rebuttal Testimony of 
Matthew R. Young 
 

Page 4 

Q. What is the amount of the revenue requirement Gascony Water should have 1 

used in its starting point calculation? 2 

A. Staff’s November 17 Accounting Schedules showing a revenue requirement of 3 

$1,248 should now be a revenue requirement of $363 to reflect the changes for the customer 4 

counts.  If Mr. Russo uses this updated revenue requirement amount (based on correct 5 

customer counts), it would decrease his current revenue requirement proposal by $885, to a 6 

level of $21,375. 7 

RATE BASE 8 

Q. What rate base items does Gascony Water believe should be included in 9 

rate base? 10 

A. Gascony Water believes there are four items that should be included in rate 11 

base in this proceeding; the parcel of land that contains Gascony Water’s well and well house 12 

(“Lot 27”), the parcel of land that contains a storage shed (“Shed Property”), a trencher, and a 13 

utility task vehicle (UTV).4 14 

Q. Does Staff agree that these items should be in Gascony Water’s rate base? 15 

A. Yes.  Staff has included each of the above items in rate base but disagrees on 16 

the appropriate value to attach to each of these items. 17 

Q. How does Gascony Water recommend that these plant items should be 18 

included in rate base? 19 

A. Gascony Water recommends that these plant items should be transferred from 20 

the companies related to Gascony Water, that are solely controlled by Mr. Hoesch or 21 

                                                 
4 Russo direct testimony, page 8, lines 16-21. 
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Mr. Hoesch’s children, to the water utility with the Gascony’s proposed market value of each 1 

item as the amount to include in Gascony Water’s rate base. 2 

Q. Are the amounts that Gascony Water recommends to include in rate base 3 

reflective of market negotiations? 4 

A. No.  Any other person or entity that shares common ownership with the utility 5 

or any other entity which that has familial ties to the utility would not appear to conduct 6 

business with Gascony Water at arms-length.5  A transaction that is not made at arms-length 7 

is not a balanced transaction when the parties are working together to benefit one party. 8 

Q. Please identify and describe the companies that are related to Gascony Water. 9 

A. Gascony Water is related to Gasc-Osage Realty Company (“Gasc-Osage” or 10 

“Realty Company”).  Gasc-Osage is the entity that developed Gascony Village and also built 11 

water system that serves the ratepayers of Gascony Village.6  Gascony Water and Gasc-Osage 12 

share common ownership, with Mr. Hoesch as the developer and owner. Mr. Hoesch is the 13 

sole person that makes final decisions for Gasc-Osage and Gascony Water.  14 

Gascony Water is also related to CMC Water Co., LLC (“CMC Water”), which is 15 

owned by the children of Mr. Hoesch.  CMC Water is the entity that appears to legally own 16 

the land referred to as Lot 27.  Gasc-Osage gifted ownership of Lot 27 to his children in the 17 

late 1980s, who then transferred the real property to CMC Water in 2015.7 18 

Q. What are the differences between Staff and Gascony Water on the rate base 19 

values for each item still in dispute? 20 

                                                 
5 American Institute of Certified Public Accountants AU-C 550.10 defines “Arm’s length transaction” as 
“[a] transaction conducted on such terms and conditions between a willing buyer and a willing seller who are 
unrelated and are acting independently of each other and pursuing their own best interests.” 
6 Hoesch direct testimony, page 1, lines 17-19. 
7 Hoesch direct testimony, page 5, lines 18-20. 
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A. In the following testimony, I will compare and contrast Staff’s valuation 1 

method with Gascony Water’s for each of the rate base items. 2 

Land – Lot 27 3 

Q. What is Staff’s recommendation for the treatment of Lot 27? 4 

A. Staff understands that CMC Water appears to legally own Lot 27.  Staff 5 

recommends that CMC Water and Gascony Water should validly transfer ownership of Lot 27 6 

from CMC Water to Gascony Water.  Staff further recommends that rate base should contain 7 

a $0 value for Lot 27.  Assigning $0 of rate base for this land is consistent with the treatment 8 

of all other utility property, plant, and equipment that existed as of the 1997 Certificate of 9 

Convenience and Necessity (CCN) Case, case number WA-97-510 (“1997 CCN Case”), that 10 

involved virtually the identical parties as are involved in the current case.  In the 1997 CCN 11 

Case, the parties agreed and the Commission approved that all existing tangible plant at the 12 

time was recovered through lot sales, and should not increase rate base because it was 13 

considered Contributions-in-aid-of Construction (“CIAC”).  In essence, Gascony Water has 14 

no investment (with no improvements to the land subsequent to the 1997 CCN Case) in 15 

Lot 27 as the cost of this land was recovered as development costs. 16 

Q. Why is the 1997 CCN Case relevant to the determination of rate base in 17 

this case? 18 

A. The events of the 1997 CCN Case, including testimony by Mr. Hoesch, 19 

and agreement between the parties, determined the Commission-approved rate base for 20 

Gascony Water. 21 

Q. In Missouri’s cost of service ratemaking, what does rate base represent? 22 
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A. In general, the rate base of a utility represents the owner’s unrecovered 1 

investment in utility infrastructure.  Rate base valuation is based on what is referred to as 2 

“original costs” concepts.  Original costs methodology values a utility asset in rate base at the 3 

net cost incurred when the asset was first placed into public service. 4 

Q. Is there any unrecovered investment in Lot 27? 5 

A. No.  Staff’s position is that this parcel of land, along with the original costs of 6 

the well and structures situated on the parcel of land, have been recovered through the sale 7 

price of Gascony Village’s lots.  Typically, these costs are referred to as development costs.  8 

Unless evidence is presented during a rate case review to show otherwise, utility 9 

infrastructure that is recovered by a developer is treated as CIAC on the utility’s books and 10 

records.  The developer then “contributes” the infrastructure property to the utility company at 11 

no (zero) costs.  During the 1997 CCN Case, all of Gascony Water’s utility plant was deemed 12 

as contributed, or treated as CIAC.  The rebuttal testimony of Staff witness James M. Russo, 13 

attached as Schedule MRY-r2, in the 1997 CCN Case states: 14 

Q. What did you discover in your review? 15 
 16 
A. Based on the information provided by the Company it 17 
appears that all of the identified Plant in Service costs were 18 
expensed in the year occurred as a development cost. 19 
 20 
Q. How does this affect the proposed rate base of the 21 
Company? 22 
 23 
A. Items that have been previously expensed should not be 24 
included in rate base for ratemaking purposes.  If companies 25 
were allowed to include previously expensed items in future 26 
rates they would in effect be receiving the benefit of that item 27 
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twice.  Based on our review of the Company’s records, the Staff 1 
is recommending $0 for rate base.8 2 

Q. In what situations would Staff recommend a $0 rate base? 3 

A. Staff would recommend a $0 rate base when the developer has recovered all 4 

costs associated with the development through lot sales.  It is typical in the development stage 5 

of building housing, that the costs to improve the land be recovered from lot sales.  The 6 

development costs include the utility’s initial infrastructure for water, sewer, electric, natural 7 

gas service, telephone lines, etc., as well as other neighborhood amenities such as roads, 8 

bridges, sidewalks, pools, boat ramps, roads, and other common areas.  These improvements 9 

and the related development costs are recovered through the lot sales by customers purchasing 10 

the lots.  When the development costs are recovered by the land or lot sales, the developer 11 

typically “contributes” the related utility property, in this case the water system, to the utility.  12 

Thus, upon selling lots, there is no unrecovered investment in the utility system to include in 13 

rate base.  To allow further recovery from utility customers through the payment of utility 14 

rates would result in a double recovery of the development costs, once through payment for 15 

the lot sales themselves and twice through utility rates for water service. 16 

Q. Is there any historical evidence that the development costs for Gascony Village 17 

were recovered through lot sales and treated as CIAC? 18 

A. Yes.  Gascony Water indicated in its direct testimony in the 1997 CCN Case, 19 

attached to this testimony as Schedule MRY-r3, that Gasc-Osage had already recovered 20 

the development costs through lot sales.  In the 1997 CCN Case, Gascony Water stated 21 

the following: 22 

                                                 
8 Russo rebuttal testimony in Case No. WA-97-510, page 4, lines 11-20. 
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Q.  Did the Company record a reserve for the completion of the 1 
water system? 2 
 3 
A.  The Company’s predecessor [Gasc-Osage] recorded a 4 
seventy thousand dollar ($70,000) reserve for completion of the 5 
water system.  A portion of this reserve is allocated to the cost 6 
of each lot to recover capital costs on the water plant.  This 7 
reserve is the only mechanism that the Company’s 8 
predecessor had in place to recover the costs of the water 9 
plant.  The price of the lots does not include any other 10 
amounts, beyond this reserve, which are intended to provide 11 
recovery of costs associated with the water plant.9 12 
[emphasis added] 13 

It is clear from this testimony that the development costs, specifically the water system which 14 

included Lot 27, was assigned and recovered from lot sales.  This cost recovery is the 15 

textbook definition of CIAC. 16 

Q. Why would a developer make these kinds of development investments in a 17 

neighborhood?  18 

A. Sales of lots are enhanced by improvements made to the development. 19 

Improvements make the lots more appealing and therefore marketable. In fact, the availability 20 

of utilities is a bullet point in advertisements for the lots in a newly developed area to make 21 

potential buyers more interested and pay higher amounts for property improved by amenities 22 

such as utility services. Attached to this testimony is Schedule MRY-r4, which is an 23 

advertisement for Gascony Village obtained in Staff Data Request No. 9 submitted in the 24 

1997 CCN Case.  The marketing for Gascony Village illustrates the marketing strategy which 25 

highlights the utility availability as the first feature of a lot in Gascony Village. 26 

Q. What is Gascony Water’s recommendation for the land known as Lot 27? 27 

                                                 
9 Hoesch direct testimony in Case No. WA-97-510, page 2, line 37 through page 3, line 42. 
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A. Gascony Water recommends the inclusion of the “purchase price” of $10,000 1 

for Lot 27 in rate base.  The General Warranty Deed has been attached to this testimony as 2 

Schedule MRY-r5. 3 

Q. Is it correct that Gascony Water does not have legal ownership of the land 4 

containing the well? 5 

A. Yes.  After Mr. Hoesch drilled a water well in 1980, he deeded the Lot 27 to 6 

his two children in the late 1980s10 for $0 dollars; in 2015 the children formed CMC Water 7 

Co. LLC, and transferred ownership of this parcel of land to that LLC.  CMC Water attempted 8 

to transfer Lot 27 to Gascony Water Company, Inc. on July 1, 2017, but the Grantor is listed 9 

as “CMC water, a Missouri limited partnership” and not CMC Water Co, LLC.  Regardless, 10 

Gascony Water is now asking that ratepayers pay again for the same land that was recovered 11 

through the purchase of lots originally.  More importantly, Mr. Hoesch is requesting rate 12 

treatment for the land transfer at a 2017 market based price for this property even though the 13 

land and well have been used by the public utility since the Gascony Water system 14 

began providing water services in the 1980s, even before it received a certificate from 15 

the Commission. 16 

Q. Did Mr. Hoesch previously commit to transfer the land to Gascony Water? 17 

A. Yes.  In his direct testimony in the 1997 CCN Case, Mr. Hoesch stated he 18 

would transfer all property and equipment necessary to operate the water system upon 19 

approval by the Commission authorizing the CCN.  He specifically identified that “…the land 20 

on which the well plant is situated…” (Lot 27) would be transferred to Gascony Water 21 

operations.  In essence, Mr. Hoesch pledged that upon getting the certificate from the 22 

                                                 
10 Hoesch direct testimony, page 5, lines 18-20. 
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Commission, this transfer to Gascony Water would take place.  Staff based its 1 

recommendation in this case on that pledge that the transfer indeed did take place when the 2 

Commission issued its order in Case No. WA-97-510.  In his direct testimony in the 1997 3 

CCN Case, Mr. Hoesch stated: 4 

Q.  What are the Company’s Assets? 5 
 6 
A.  The Company will own and operate an adequately sized 7 
water system for the Gascony Village development, which was 8 
installed in the early 1980’s.  The water system consists of an 9 
electric well with a pump and structure connected to several 10 
miles of supply mains.  The Company will also own a trailer, 11 
which will serve as the Company’s office, the land on which 12 
the well plant is situated, a computer and other equipment, 13 
office furniture, a trencher, and shop tools.  These assets are 14 
currently carried on the books of the Realty Company…All of 15 
these assets have been and will be used exclusively by the 16 
Company, not by the Realty Company.11 17 

 [emphasis added] 18 

Q. Did Mr. Hoesch transfer the assets, including Lot 27, from the Realty 19 

Company to Gascony Water? 20 

A. No.  Even though the Commission approved the request by Gascony Water for 21 

a certificate of convenience and necessity at the end of the 1997 CCN Case, Mr. Hoesch did 22 

not transfer any of the assets to Gascony Water as he committed to do in testimony.  Although 23 

Gascony Water’s testimony in the 1997 CCN Case stated that Lot 27 was on the books of 24 

Gasc-Osage, Mr. Hoesch’s testimony in the current case reveals this was not the case.  In the 25 

current case, Mr. Hoesch’s testimony admits that his children owned Lot 27 ten years before 26 

the 1997 CCN Case.12 27 

                                                 
11 Hoesch direct testimony in Case No. WA-97-510, page 3, line 49 through line 58. 
12 Hoesch direct testimony, page 5, lines 18-22. 
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Q. Was there indication in the 1997 CCN Case that the land was not under control 1 

of Mr. Hoesch? 2 

A. No.  There is no evidence in the 1997 CCN Case that Gascony Water would 3 

not have the necessary property and equipment to operate the water system.  A detailed 4 

review of the 1997 CCN application in Case No. WA-97-510 did not uncover any concern 5 

that the land would be an issue going forward in operating the Gascony Water system.  6 

Q. Does the $10,000 amount for Lot 27 represent a purchase price negotiated at 7 

“arms-length”? 8 

A. No.  Since Gascony Water is owned and controlled by Mr. Hoesch and 9 

CMC Water is owned by his children, the negotiated purchase price for this property does not 10 

represent a fair market value.  Because the negotiating parties share a common interest, 11 

their familial relationship, beyond their business interest, Staff is concerned that the 12 

$10,000 transfer price is not a negotiated price and was not based on an independent 13 

“arms-length” transaction. 14 

Q. How was the sale price in the transaction formulated? 15 

A. The $10,000 purchase price that Gascony Water is to pay for this land was 16 

based on the sale of two lots that, in Gascony Water’s opinion, are comparable to Lot 27.  The 17 

sales data of these two lots was adjusted to account for the difference in square feet between 18 

the lots sold and Lot 27.13 19 

Q. Did Gascony Water attempt to have Lot 27 appraised? 20 

A. Yes.  Gascony Water initially hired an appraiser for this parcel of land, but the 21 

appraiser determined that they were unable to find enough comparable land sales to make a 22 

                                                 
13 Russo direct testimony, page 9, lines 7-11. 
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recommendation regarding market price, and eventually withdrew from the engagement.14  1 

Therefore, there is no third party, independent appraisal to base the land value for Lot 27. 2 

Q. If a professional appraiser could not compare recent lot sales to Lot 27, does 3 

Gascony Water’s comparison to recent lot sales provide relevant information to this rate case? 4 

A. No.  If a professional appraiser could not place a market value on Lot 27 using 5 

the sales of other property in the area, Gascony Water’s comparison should not be considered 6 

a market valuation for this property.  Also, the two lots Gascony Water used to form a 7 

value of Lot 27 cannot be comparable as neither of these lots had an existing well on 8 

those properties. 9 

Q. If it is Staff’s opinion that the proposed $10,000 price is not proper, what does 10 

Staff propose to include in rate base for the acquisition of Lot 27? 11 

A. Staff recommends including $0 in rate base for Lot 27. 12 

Q. Is it routine for Staff to recommend a $0 rate base instead of including the 13 

original cost of the utility system and offsetting the actual costs with CIAC? 14 

A. Typically, Staff will attempt to identify the original cost of utility plant and 15 

offset the plant with CIAC when there is no rate base investment made by the utility.  16 

However, in the 1997 Certificate Case, support for the original costs was not readily available 17 

from Gascony Water,15 so Staff was unable to determine a cost to offset with CIAC.  At the 18 

conclusion of the 1997 CCN Case, all parties agreed that no unrecovered investment for 19 

tangible plant existed when rates were established. 20 

                                                 
14 Russo direct testimony, page 9, lines 3-6. 
15 In Case No. WA-97-510, the original name of the utility was “George Hoesch” but on November 25, 1998, a 
motion was filed to substitute the corporate entity “Gascony Water Co.” as the name of the company requesting 
a certificate.  For simplicity, this testimony refers to the “George Hoesch” entity as Gascony Water. 
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Q. Did rates resulting from the 1997 CCN Case contain a rate base? 1 

A. Yes.  Gascony Water’s initial rates had $21,000 of rate base which consisted of 2 

$1,000 for meter related equipment and $20,000 of start-up costs. 3 

Q. What are start-up costs? 4 

A. In the 1997 CCN Case, start-up costs were a “substitute” rate base.  Since 5 

Gascony Water did not have any unrecovered development cost investment at the time of the 6 

1997 CCN Case, rates would not have included an amount of revenue for the rate of return 7 

component of its cost of service. 8 

Under the Commission’s ratemaking practices, rates are established so that utilities 9 

earn enough revenue to cover their expenses, including depreciation expense (the recovery of 10 

capital investment), plus utilities have an opportunity to earn a rate of return on their 11 

unrecovered investment in the utility.  If rates were established on a $0 rate base, the utility 12 

would only earn revenues sufficient to pay its operating expenses, but would not be able to 13 

make debt payments or earn a profit, which would likely lead to a financially unstable utility.  14 

Start-up costs were included in Gascony Water’s initial rates to give Gascony Water a level 15 

of revenues above its expenses until the time Gascony Water had unrecovered investments in 16 

the utility. 17 

Q. What would be the unrecovered investments made by utility like a 18 

Gascony Water? 19 

A. Examples of unrecovered investments include the replacement of pumps, 20 

installation or repair of water mains, or the purchase of new equipment.  It is common for 21 

water companies, as well as other utility companies, to add or replace plant and equipment 22 

during the provision of utility services.  Whenever these investments are not contributed, but 23 
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are “invested” by the utility operator, those investment costs are included in rate base for 1 

recovery.  These invested amounts are recovered through depreciation, the “return of” the 2 

investment, and through the rate of return of the unrecovered or undepreciated amount of rate 3 

base, referred to as the “return on.” 4 

Q. What costs were used to establish Gascony Water’s start-up costs included in 5 

rate base in the 1997 CCN Case? 6 

A. In the 1997 CCN Case, Staff witness James A. Merciel, Jr filed Testimony in 7 

Support of Stipulation and Agreement which explained Gascony Water’s rate base.  8 

In Mr. Merciel’s testimony, attached to this testimony as Schedule MRY-r6, he stated, “In the 9 

Stipulation, rate base includes $20,000 as start-up costs, consisting of legal and consulting 10 

expenses, and $1,000 for three meters that the Company will install immediately for 11 

commercial customers.”16  This testimony illustrates that in the 1997 CCN Case, the parties 12 

agreed that Gascony Water did not have any unrecovered investment in utility plant at the 13 

time the certificate was granted by the Commission because all development costs were 14 

recovered through the lot sales. 15 

Q. In the 1997 CCN Case, what was the recovery period for the $20,000 of 16 

start-up costs? 17 

A. Rates established in the 1997 CCN Case included a 5-year amortization of the 18 

start-up costs, which were included in rate base.  Gascony Water began collecting this 19 

amortization as of the effective date of rates in the 1997 CCN Case, and received $4,000 per 20 

year from ratepayers as a “return of” these start-up costs.  Because rates have not been reset 21 

                                                 
16 Merciel Testimony in Support of Stipulation and Agreement, page 2, lines 1-4. 
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since the 1997 CCN Case, Gascony Water has continued to collect $4,000 a year from 1 

customers after the $20,000 was fully recovered in 2004. 2 

Q. Have rates changed since Gascony Water began collecting the amortization of 3 

start-up costs? 4 

A. No.  After the $20,000 of start-up costs were fully recovered in 2004, Gascony 5 

Water’s rates continued to include the amortization of the $20,000.  As of June 30, 2017, 6 

customers have paid a total of $73,000 for this amortization during the prior 18.25 years.  The 7 

$4,000 per year Gascony Water has collected is cash that the utility used to cover a variety of 8 

business costs. 9 

Q. Did Staff review Gascony Water’s plant records after the 1997 CCN Case 10 

was concluded? 11 

A. Yes. Per an agreement between the parties in the 1997 CCN Case, Staff 12 

completed an 18 month review in August 2001. 13 

Q. What were the findings of Staff’s 18 month review? 14 

A. Staff performed a review approximately 18 months after the Commission 15 

authorized Gascony Water’s certificate.  The 18-month review memorandum, attached to this 16 

testimony as Schedule MRY-r7, found that the Company did not provide evidence to show 17 

that rates were too high.  In its memorandum, Staff stated that: 18 

The Accounting Staff has concluded the Company experienced 19 
a revenue requirement shortfall in calendar year 1999 of 20 
approximately $1,268 and experienced a revenue shortfall of 21 
$329 for calendar year 2000. Staff estimates a revenue 22 
requirement shortfall in calendar year 2001 of approximately 23 
the same amount as calendar year 2000 as there have been no 24 
significant changes to the Company’s system… Since an over 25 
earnings situation does not exist and it is incumbent upon the 26 
Company to file for an increase in its rates, the Staff finds the 27 
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monthly rates for water service as ordered by the Commission 1 
18 months ago are still appropriate.17 2 

Q. Who on Staff conducted this 18 month review? 3 

A. Staff’s 18 month review was authored by Mr. Russo and another Staff auditor 4 

when Mr. Russo was a member of the Commission Auditing Department, then referred to as 5 

the Accounting Department. 6 

Q. Did Gascony Water file for rate increase after the 1997 CCN Case? 7 

A. Yes, but not until mid-2014.  In Case No. WR-2015-0020, Gascony Water 8 

filed a rate increase request causing a review of the Company’s cost structure.  This rate case 9 

was ultimately withdrawn before an agreement was reached. 10 

Q. Should rate base be increased for any costs incurred to obtain ownership of the 11 

land with the well? 12 

A. No.  As stated by Mr. Hoesch himself in testimony, Gasc-Osage has already 13 

recovered the costs of the entire development, including the land in question, through lot sales 14 

therefore, there is no unrecovered investment to charge to ratepayers.  As such, these 15 

recovered assets were “contributed” to Gascony Water by the developer, Mr. Hoesch, and his 16 

realty company, Gasc-Osage. 17 

Additionally, although the ownership of Lot 27 was transferred away from 18 

Gasc-Osage prior to Gascony Water becoming a certificated utility, Gascony Water submitted 19 

sworn testimony that it would procure ownership of Lot 27. 20 

                                                 
17 18 month Audit Review Memorandum dated August 22, 2001 from James M. Russo and Dana E. Eaves. 
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Q. If Mr. Hoesch were making decisions from the perspective of a regulated 1 

utility, would it have been a prudent decision to transfer ownership of Lot 27 out of 2 

his control? 3 

A. No.  From a regulated utility perspective, it would have been an imprudent 4 

decision for a utility owner to relinquish control of the well that provides service to 5 

ratepayers.  However, Mr. Hoesch was making decisions from the perspective of a developer 6 

at the time the property was transferred and did not consider the legal and technical 7 

ramifications associated with regulatory requirements of retaining access to utility property. 8 

Shed Property 9 

Q.  What is the Gascony Water’s position on the Shed Property for ratemaking? 10 

A. Similar to Lot 27 discussed in the previous section of my rebuttal, Gascony 11 

Water states that it is appropriate for the utility to own all the land that contains utility 12 

structures.18  Gascony Water further recommends that the Shed Property should be valued in 13 

rate base at what it has determined to be a current market value at 2017 land prices.  Gascony 14 

Water has used its determination of current market value to arrange a transaction between 15 

Gascony Water and its affiliated company Gasc-Osage.  Both Gascony Water and 16 

Gasc-Osage are owned by Mr. Hoesch.  Staff has been advised by its counsel that based on 17 

the facts and circumstances presented, the Shed Property was legally transferred from 18 

Gasc-Osage to Gascony Water on July 1, 2017.  19 

Q. How was the sale price in the transaction formulated? 20 

A. Consistent with the Company’s methodology used to value Lot 27, 21 

the purchase price for the Shed Property was again based on the sale of the two lots sold by 22 

                                                 
18 Hoesch direct testimony, page 6, lines 5-6. 
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Gasc-Osage (through Mr. Hoesch).  In Gascony Water’s opinion, the two lots sold by 1 

Gasc-Osage are comparable to the Shed Property and the sales data of these two lots 2 

was adjusted to account for the difference in square feet between the lots sold and the 3 

Shed Property.19 4 

Q. Did Gascony Water attempt to have the Shed Property appraised? 5 

A. Yes.  Gascony Water initially hired the same appraiser it did for Lot 27 for 6 

this parcel of land.  Just as the appraiser was unable to perform an appraisal of Lot 27, they 7 

were unable to find enough comparable land sales to determine a market price for the 8 

Shed Property.  The appraiser withdrew from the engagement for the appraisal of the 9 

Shed Property just as they did for Lot 27.20 10 

Q. If a professional appraiser could not compare recent lot sales to the 11 

Shed Property, does Gascony Water’s comparison to recent lot sales provide relevant 12 

information to this rate case? 13 

A. No.  If a professional appraiser could not place a market value on the 14 

Shed Property using the sales of other property in the area, Gascony Water’s comparison 15 

should not be considered a market value.  More importantly, the Shed Property has been 16 

“in service” for many years, so it is unrealistic to determine property values based on 2017 17 

market based prices. 18 

Q. What is Staff’s position for Gascony Water to resolve this issue with the 19 

Shed Property? 20 

                                                 
19 Russo direct testimony, page 9, lines 12-18. 
20 Russo direct testimony, page 9, lines 3-6. 
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A. Staff recommends that Mr. Hoesch should file the transfer ownership of the 1 

Shed Property from Gasc-Osage to Gascony Water with the Gasconade County Recorder of 2 

Deeds.  Staff further recommends that rate base should contain a $0 value for this property as 3 

well, just as it recommends for Lot 27.  Assigning $0 of rate base for this land is consistent 4 

with the treatment of all other utility property, plant, and equipment that existed as of the 5 

1997 CCN Case.  In the 1997 CCN Case, the parties agreed that all existing tangible plant was 6 

recovered through lot sales, and should not increase rate base because it was considered 7 

CIAC.  I discussed the CIAC concept in the section of this rebuttal testimony titled Lot 27 8 

above.  Consistent with Lot 27, there is not any unrecovered investment associated with the 9 

Shed Property. 10 

Q. Did Staff include the cost of the structure in rate base? 11 

A. Yes.  Staff has included the supportable costs associated with the construction 12 

of the shed itself.  The issue in dispute relates to the land upon which the shed was built. 13 

Q. Is it a sound utility practice to construct utility property on land that is not 14 

owned and controlled by the utility? 15 

A. No.  Just as it would not be prudent to build one’s house on property not 16 

owned by the home owner, it is equally not prudent to locate utility property on land not 17 

owned by the utility.  It was improper for Gascony Water to place its water system on land not 18 

under control of ownership.  As such, ratepayers should be held harmless from all costs 19 

incurred to acquire ownership of the Shed Property. 20 

Q. Does Mr. Hoesch have the ability to transfer the Shed Property from 21 

Gasc-Osage to Gascony Water? 22 
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A. Yes.  The Deed transfer is already signed and notarized and ready to be filed 1 

with the Gasconade County Recorder of Deeds.  The document is attached to this testimony 2 

as Schedule MRY-r8. 3 

Trencher 4 

Q. What is the make and model of the trencher? 5 

A. The trencher is a 1984 Ditch Witch, Model 4010.  This equipment was 6 

originally purchased by Gasc-Osage in 1995 as a used piece of equipment. 7 

Q. What is Gascony Water’s position on the appropriate ratemaking treatment for 8 

the trencher? 9 

A. Gascony Water has entered into an affiliated transaction with Gasc-Osage to 10 

purchase the trencher with a purchase price of $8,000.  To finance the transaction, Gascony 11 

Water executed a promissory note dated July 1, 2017, at an 18% interest rate. This promissory 12 

note is attached to this testimony as Schedule MRY-r9.  The Company proposes to add the 13 

trencher into rate base as of 2015, the year Gascony Water states the trencher was placed in 14 

service,21 at the 2015 market based price. 15 

Q. How was the sale price in the transaction formulated? 16 

A. During Staff’s on-site audit, Mr. Hoesch stated he compared his trencher to the 17 

current market prices found on websites.  The $8,000 transfer price is for an almost 35 year 18 

old piece of equipment. 19 

Q. What is the basis for Gascony Water’s valuation of the trencher? 20 

                                                 
21 Russo direct testimony, page 9, lines 19-20. 
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A. Mr. Russo states in his direct testimony that his sole basis for the value he is 1 

proposing for the trencher is the promissory note signed by Gascony Water and Mr. Hoesch.22 2 

Q. Is the promissory note an appropriate basis for the value of the trencher? 3 

A. No. The promissory note has no relevance to the trencher valuation.  4 

Mr. Hoesch is the owner and president of Gascony Water and Gasc-Osage.  Gascony Water, 5 

with Mr. Hoesch as its owner, entered into the promissory note with Gasc-Osage through 6 

Mr. Hoesch as President of his realty company.  In essence, the water utility entered into this 7 

“agreement” without the benefit of independent representation.  There is no market-basis for 8 

this agreement and it should not be considered an agreement that was negotiated between two 9 

willing entities, each free to serve its own interest.  This “promissory note agreement” 10 

cannot be thought of as independently bargained negotiated agreement.  As such, it is not an 11 

arms-length transaction nor does it form a basis that can be or should be relied on for rate base 12 

valuation.  Staff recommends that Mr. Russo’s reliance on the non-negotiated promissory 13 

note as support for his recommendation to include the trencher in rate base not be approved 14 

by the Commission. 15 

Q. Why does Gascony Water believe it is appropriate to include the trencher in 16 

plant-in-service? 17 

A. Gasc-Osage determined in 2015 that the trencher was only useful to the 18 

utility company.23  Prior to 2015, it had also been used by Mr. Hoesch’s realty company, 19 

Gasc-Osage. 20 

                                                 
22 Russo direct testimony, page 10, lines 1-3. 
23 Hoesch direct testimony, page 6, lines 20-22. 
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Q. Is this Company determination consistent with other documents that were 1 

provided to Staff? 2 

A. No.  Gascony Water’s direct testimony in this case is completely inconsistent 3 

with Mr. Hoesch’s direct testimony in the 1997 CCN Case and also inconsistent with the 4 

Promissory Note it provided to support the transaction.  While Gascony Water’s testimony in 5 

this case cites a determination made by Gasc-Osage in 2015, the promissory note is dated 6 

July 2017. 7 

Q. What inconsistencies are there with the testimony in the 1997 CCN Case? 8 

A. In direct testimony in the 1997 CCN Case, Mr. Hoesch specifically stated the 9 

trencher was one of the assets that would be transferred to Gascony Water upon the 10 

Commission’s granting the certificate to the Company.  Gascony Water’s 1997 testimony also 11 

stated that Gasc-Osage did not use the trencher.  As referenced previously, Mr. Hoesch said in 12 

his 1997 CCN Case direct testimony the following: 13 

Q.  What are the Company’s Assets? 14 
 15 
A.  The Company will own and operate an adequately sized 16 
water system for the Gascony Village development, which was 17 
installed in the early 1980’s.  The water system consists of an 18 
electric well with a pump and structure connected to several 19 
miles of supply mains.  The Company will also own a trailer, 20 
which will serve as the Company’s office, the land on which the 21 
well plant is situated, a computer and other equipment, office 22 
furniture, a trencher, and shop tools.  These assets are currently 23 
carried on the books of the Realty Company…The trencher was 24 
purchased on or about 1995 for approximately ten thousand 25 
eight hundred dollars ($10,800).  All of these assets have been 26 
and will be used exclusively by the Company [Gascony Water], 27 
not by the Realty Company.24 28 

 [emphasis added] 29 

                                                 
24 Hoesch direct testimony in Case No. WA-97-510, page 3, line 49 through line 58. 



Rebuttal Testimony of 
Matthew R. Young 
 

Page 24 

Clearly, the owner of both Gasc-Osage and Gascony Water pledged to transfer the trencher 1 

to the water operations upon receiving the certificate to operate as a water public utility.  2 

Equally important, Mr. Hoesch’s 1997 CCN Case testimony clearly states that the trencher 3 

would be used exclusively by Gascony Water in the business of providing water services to 4 

its customers. 5 

Q. Does Staff support adding the trencher to rate base based on 2015 6 

market prices? 7 

A. No.  Staff supports the original cost concept, as opposed to market value, for 8 

ratemaking purposes. 9 

Q. What is the original cost concept and why is it most appropriate for 10 

ratemaking? 11 

A. The original cost of property, plant, and equipment represents the actual 12 

investment that has been made in a utility when it is first placed in public service.  Setting 13 

rates on market value would require the ratepayers to provide a “return of” and a “return on” 14 

an amount that is inflated, or overstated, over the actual amount invested by the owner. 15 

Q. Did Staff include the trencher in rate base using the original cost concept? 16 

A. Yes.  Using documents filed in Gascony Water’s 1997 CCN Case, Staff 17 

identified the original purchase price of the trencher as $10,800 in 1995.  When Mr. Hoesch 18 

stated in the certificate case the trencher would be transferred to the Gascony Water, the 19 

purchase price of $10,800 became the “original” cost of the asset.  As discussed earlier, Staff 20 

supports the use of the original cost to value rate base because original cost best represents the 21 

unrecovered investment in property, plant, and equipment.  It would be inappropriate for 22 
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ratepayers to pay a “return of” and a “return on” a current market value of the trencher that 1 

clearly has been used for the water company’s operations since it became a certificated utility. 2 

Q. Did Mr. Hoesch use the trencher for his real estate business? 3 

A. Yes.  Mr. Hoesch stated that Gasc-Osage purchased the trencher “in 1999 to be 4 

used by the Realty Company.”25  It is clear that the trencher was used for both business 5 

operations owned by Mr. Hoesch.  Under those circumstances, it may have been appropriate 6 

to charge or allocate a portion of the costs relating to the trencher to Gasc-Osage.  In the 7 

alternative, Gasc-Osage would have been charged a “rent” to use the trencher in its business.  8 

Either through a costs reduction from allocation or a rent revenue, Gascony Water would have 9 

benefited from Gasc-Osage’s use of this equipment. 10 

Q. What is Staff’s net value of the trencher at the June 30, 2017, cut-off date and 11 

how does that compare to Gascony Water’s net value for the trencher? 12 

A. Staff’s rate base contains a net value of $2,887 for the trencher at June 30, 13 

2017.  The trencher value is $10,800 in plant in service with a depreciation reserve amount of 14 

$7,913, resulting in the net rate base value of $2,887. 15 

Gascony Water recommends placing the trencher into utility service in 2015 at $8,000. 16 

Under Gascony Water’s proposed treatment in its recommendation, 2015 would be the 17 

starting point for depreciating a piece of equipment that was manufactured in the 1980s and 18 

purchased by Mr. Hoesch in 1995.  In essence, the Company’s treatment of the trencher 19 

results in this asset will not be fully depreciated for 30 years until 2045 (with starting in 20 

2015).  This is unrealistic considering the trencher is already 30 years old. 21 

                                                 
25 Hoesch direct testimony, page 6 lines 18-19. 



Rebuttal Testimony of 
Matthew R. Young 
 

Page 26 

Utility Task Vehicle (UTV) 1 

Q. What is the make and model of the UTV? 2 

A. The UTV is a John Deere 4x6 Gator. 3 

Q. What is Gascony Water’s position on the appropriate ratemaking treatment for 4 

the UTV? 5 

A. Gascony Water has entered into an affiliated transaction with Gasc-Osage 6 

Realty to purchase the UTV with a purchase price of $3,500.  To finance the transaction, 7 

Gascony Water procured a promissory note with Mr. Hoesch dated July 1, 2017 at an 18% 8 

interest rate.  This promissory note is attached to this testimony as Schedule MRY-r10.  The 9 

Company proposes to add the UTV into rate base as of 2015, the year of the transfer. 10 

Q. How was the sale price in the transaction formulated? 11 

A. During Staff’s on-site audit, Mr. Hoesch stated he compared his UTV to the 12 

current market prices found on websites. 13 

Q. What is the basis for Gascony Water’s valuation of the UTV? 14 

A. Mr. Russo states in his direct testimony that his sole basis for the value he is 15 

proposing for the UTV is the promissory note signed by Gascony Water and Mr. Hoesch.26 16 

Q. Is the promissory note an appropriate basis for the value of the UTV? 17 

A. No.  The promissory note has no relevance to the UTV valuation.  Mr. Hoesch 18 

owns Gascony Water.  Gascony Water entered into the promissory note with Mr. Hoesch, 19 

who in essence negotiated the amount with himself.  Mr. Hoesch determined the “purchase 20 

price” for the UTV himself and, as the owner of Gascony Water, caused the utility to enter 21 

into this “agreement” without the benefit of independent representation.  Staff does not 22 

                                                 
26 Russo direct testimony, page 10, lines 7-9. 
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consider this to be an arms-length transaction nor does it form a basis that can be or should be 1 

relied on for rate base valuation. 2 

Q. Why does Gascony Water believe it is appropriate to include the UTV 3 

in plant? 4 

A. Gascony Water states the UTV was placed into service in September of 2015.27 5 

Q. Is this in-service date consistent with other documents that are publicly 6 

available? 7 

A. No.  Page 3 of Gascony Water’s 2007 Annual Report identifies the purchase of 8 

a John Deere Gator for $4,200.  Seven years later, Gascony Water’s 2014 Annual Report 9 

identifies a purchase of a 4x6 John Deere Gator for $3,300.  Both of these annual reports, 10 

attached to this testimony as Schedules MRY-r11 and MRY-r12, are inconsistent with 11 

Gascony Water’s claim in this rate case that the UTV was placed into service in 2015. 12 

Q. Does Staff support adding the UTV to rate base based on 2015 market prices? 13 

A. No.  Staff supports the original cost concept, as opposed to market value, for 14 

ratemaking purposes. 15 

Q. What is the original cost concept and why is it most appropriate 16 

for ratemaking? 17 

A. The original cost of property, plant, and equipment represents the actual 18 

investment that has been made in a utility when it is first placed in public service.  Setting 19 

rates on market value would require the ratepayers to provide a “return of” and a “return on” 20 

an amount that is inflated, or overstated, over the actual amount invested by the owner. 21 

                                                 
27 Russo direct testimony, page 10, lines 4-5. 
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Q. Did Staff include the UTV in rate base using the original cost concept? 1 

A. Yes.  Using Gascony Water’s 2007 Annual Report, Staff identified the original 2 

cost of the UTV as $4,200 in 2007.  As discussed earlier, Staff supports the use of the original 3 

cost to value rate base because original cost best represents the unrecovered investment in 4 

property, plant, and equipment.  It would be inappropriate for ratepayers to pay a “return of” 5 

and a “return on” an inflated market value of the UTV. 6 

Q. What is Staff’s net value of the UTV at the June 30, 2017, cut-off date and 7 

how does that compare with Gascony Water’s recommendation? 8 

A. Staff’s rate base contains a net value of $1,403 for the UTV at June 30, 2017.  9 

Gascony Water recommends placing the UTV into utility service in 2015 at $3,500. Under 10 

Gascony Water’s recommendation, 2015 would be the starting point for depreciating a piece 11 

of equipment that appears to be purchased by Gascony Water in 2007. 12 

DEPRECIATION 13 

Q. What is Gascony Water’s position regarding depreciation? 14 

A. Gascony Water indicates in its direct testimony that it agrees with Staff’s 15 

position on depreciation.28  However, the Company’s position regarding the rate base 16 

treatment of the trencher and the UTV, discussed in previous sections of this rebuttal 17 

testimony, is inconsistent with its position on depreciation.  The Company’s position is that a 18 

used 1985 trencher, purchased in 1995, and a UTV purchased in 2007, should be included in 19 

rate base starting in 2015 when Mr. Hoesch claims the equipment was transferred to Gascony 20 

Water.  This treatment would result in depreciation, on property purchased well before 2015, 21 

                                                 
28 Hoesch direct testimony in Case No. WR-2017-0343, page 7, lines 14-15. 
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beginning in 2015 under the Company’s proposed treatment.  In Staff’s opinion, this would be 1 

improper treatment considering the property was committed to be transferred by Mr. Hoesch 2 

in the 1997 Certificate Case.29 3 

Q. Did the rates resulting from the 1997 CCN Case include a “return of” 4 

rate base? 5 

A. Yes.  The rates resulting from the 1997 CCN Case included an amortization of 6 

$20,000 of “start-up costs.”  Beginning on the effective date of rate in the 1997 CCN Case, 7 

Gascony Water’s rates included $4,000 annually for recovery of the start-up costs which 8 

represented a “return of” rate base investment.  Because Gascony Water’s rates have not 9 

changed since the effective date of rate in the 1997 CCN Case, ratepayers continue to pay the 10 

$4,000 annually as a return of the start-up costs that were fully recovered in March 2004, 11 

five years after the effective date of rates determined in Case No. WA-97-510.  After the 12 

initial $20,000 was recovered in rates, the total amount Gascony Water over-collected during 13 

13.75 years for the “start-up costs” from the end of full recovery through December 2017 is 14 

$55,000 [$4,000 divided by 12 months = $333.33 per month times 165 months].  This 15 

$55,000 was collected by the Company without any corresponding expense amount so these 16 

dollars theoretically covered other cost of service amounts. 17 

Q. Does Staff propose to capture amounts related to the over-amortization of 18 

start-up costs? 19 

A. No.  Staff does not recommend capturing any over-collections related to 20 

start-up costs.  However, Staff finds that the amortization that Gascony Water is still 21 

collecting from customers more than offsets the depreciation expense accumulated by placing 22 

                                                 
29 Hoesch direct testimony in Case No. WA-97-510, page 3, line 49 through line 58. 
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the trencher and UTV in service at the time they were purchased.  As such, Staff does not 1 

recommend beginning depreciation on plant in 2015 when the plant was placed in service 2 

years ago. 3 

Q. Is Gascony Water’s position on depreciation consistent with its position on the 4 

trencher and UTV? 5 

A. No.  Staff’s position on depreciation is tied to the assertion that depreciation on 6 

the trencher began in 1995 and depreciation on the UTV began in 2007.  Gascony Water’s 7 

position is that the trencher and UTV were not placed into service until 2015.  It is 8 

inconsistent for Gascony Water to agree to Staff’s depreciation methodology while 9 

maintaining a disagreement on the in-service year.  10 

Q. Did Staff accumulate depreciation reserve on the trencher and the UTV? 11 

A. Yes.  Staff concluded that the trencher and UTV still had economic value as of 12 

the June 30, 2017, update period in this case.  Staff assumed useful lives of 30 years for the 13 

trencher and 15 years for the UTV and accumulated depreciation reserve through the update 14 

period based on this useful life. 15 

Q. Did the 1997 CCN Case result in approved depreciation rates that represented 16 

30-year or 15-year useful lives? 17 

A. No.  The 1997 CCN Case did not result in a rate to depreciate utility assets 18 

over 30 or 15 years.  Staff depreciated the trencher at a 30 year rate and the UTV at a 15 year 19 

rate in the current case to recognize that the trencher and UTV are still used and useful in 20 

providing utility services.  The trencher is used for the installation of meter pits and repairs to 21 

the utility’s infrastructure.  The UTV is used for the transportation of materials and supplies 22 
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need for the installation of meter pits and repairs to the utility’s infrastructure and travel to 1 

customer’s individual lots. 2 

Q. What would be the June 30, 2017, rate base value of the trencher and the UTV 3 

if the approved depreciation rates were applied? 4 

A. If the approved rates were applied (assuming Staff’s in-service dates), the 5 

trencher would have been added to USOA Account 379 – Other General Equipment and fully 6 

depreciated in 2008. Likewise, the UTV would have been added to USOA Account 392 – 7 

Transportation equipment and fully depreciated in 2014.  In other words, at June 30, 2017, the 8 

rate base value of both pieces of equipment would be $0 assuming they were retired when 9 

fully depreciation or would have be a reduction to rate base assuming they were not retired 10 

when fully recovered, and continued to accumulate depreciation reserve. 11 

Q. Does this conclude your rebuttal testimony? 12 

A. Yes. 13 
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Educational and Employment Background and Credentials 

I am employed as a Utility Regulatory Auditor for the Missouri Public Service 

Commission (“Commission”).  I earned a Bachelor of Liberal Arts from The University of 

Missouri – Kansas City in May 2009 and a Master of Science in Accounting, also from 

The University of Missouri – Kansas City, in December 2011.  I have been employed by the 

Commission since July 2013. 

As a Utility Regulatory Auditor, I perform rate audits and prepare miscellaneous filings 

for consideration by the Commission.  In addition, I review exhibits and testimony on assigned 

issues, develop accounting adjustments and issue positions which are supported by workpapers 

and written testimony. For cases that do not require prepared testimony, I prepare 

Staff Recommendation Memorandums. 

Cases in which I have participated and the scope of my contributions are listed below:  

Case/Tracking Number Company Name – Type of Case; Issues 

WM-2018-0104 Missouri American Water Company – 

Sale Case; Rate Base 

WM-2018-0023 Liberty Utilities – 

Sale Case; Rate Base 

WR-2017-0343 Gascony Water Company –  

Rate Case; Revenue Requirement 

GR-2017-0215  

GR-2017-0216 

Laclede Gas Company & Missouri Gas Energy –  

Rate Case; Pensions, OPEBs, SERP, Incentive Compensation, 
Equity Compensation, Severance Costs 

WR-2017-0139 Stockton Hills Water Company –  

Rate Case; Revenue, Expenses, Rate Base 

ER-2016-0285 

Kansas City Power & Light – 

Rate Case; Forfeited Discounts, Bad Debt Expense, Customer 
Growth, Cash Working Capital, Payroll and Payroll Related Costs, 
Incentive Compensation, Rate Case Expense, Renewable Energy 
Standards Cost Recovery, Property Taxes 

Schedule MRY-r1
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Case/Tracking Number Company Name – Type of Case; Issues 

SR-2016-0202 Raccoon Creek Utility Operating Company –  
Rate Case; Rate Base. 

ER-2016-0156 

KCP&L Greater Missouri Operations –  
Rate Case; Payroll, Payroll Benefits, Payroll Taxes, Incentive 
Compensation, Injuries and Damages, Insurance Expense, Property 
Tax Expense, Rate Case Expense. 

SR-2016-0112 Cannon Home Association –  
Rate Case; Revenues and Expenses, Rate Base. 

WR-2016-0109 
SR-2016-0110 

Roy-L Utilities –  
Rate Case; Revenues and Expenses, Rate Base. 

WO-2016-0098 Missouri American Water Company –  
ISRS; ISRS Revenues. 

WR-2015-0246 Raytown Water Company –  
Rate Case; Revenues and Expenses, Rate Base. 

SC-2015-0152 Central Rivers Wastewater Utility –  
Complaint; Verification of amounts identified in Complaint. 

WR-2015-0104 Spokane Highlands Water Company –  
Rate Case; Revenues and Expenses, Rate Base. 

GR-2015-0026 
Laclede Gas Company –  
ISRS; Plant Additions and Retirements, Contributions in Aid of 
Construction. 

GR-2015-0025 
Missouri Gas Energy –  
ISRS; Plant Additions and Retirements, Contributions in Aid of 
Construction. 

WR-2015-0020 Gascony Water Company –  
Rate Case; Revenues and Expenses, Rate Base. 

SM-2015-0014 Raccoon Creek Utility Operating Company –  
Sale Case; Rate Base, Acquisition Premium. 

ER-2014-0370 
Kansas City Power & Light –  
Rate Case; Injuries & Damages, Insurance, Payroll, Payroll 
Benefits, Payroll Taxes, Property Taxes, Rate Case Expense. 
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Case/Tracking Number Company Name – Type of Case; Issues 

SR-2014-0247 
Central Rivers Wastewater Utility –  
Rate Case; Revenues and Expenses, Rate Base, Affiliated 
Transactions. 

HR-2014-0066 

Veolia Energy Kansas City –  
Rate Case; Payroll, Payroll Benefits, Payroll Taxes, Bonus 
Compensation, Property Taxes, Insurance Expense, Injuries & 
Damages Expense, Outside Services, Rate Case Expense. 

GO-2014-0179 Missouri Gas Energy –  
ISRS; Plant Additions, Contributions in Aid of Construction. 

GR-2014-0007 

Missouri Gas Energy –  
Rate Case; Advertising & Promotional Items, Dues and Donations, 
Lobbying Expense, Miscellaneous Expenses, PSC Assessment, 
Plant in Service, Depreciation Expense, Depreciation Reserve, 
Prepayments, Materials & Supplies, Customer Advances, Customer 
Deposits, Interest on Customer Deposits. 

SA-2014-0005 
Central Rivers Wastewater Utility –  
Certificate Case; Revenue and Expenses, Plant in Service, 
Depreciation Reserve. Other Rate Base Items. 
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FILED 
February 26, 2008 

Data Center 
Missouri Public 

Service Commision
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