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 Q. Please state your name and business address. 12 

A. My name is James A. Busch and my business address is P. O. Box 360, 13 

Jefferson City, Missouri 65102. 14 

Q. Are you the same James A. Busch who filed direct testimony in this 15 

proceeding? 16 

A. Yes I am. 17 

Q. What is the purpose of your surrebuttal testimony? 18 

 A. The purpose of my surrebuttal testimony is to respond to testimony filed on 19 

behalf of Emerald Pointe Utility Company (Emerald Pointe or Company) witnesses Mr. Gary 20 

W. Snadon and Mr. Dale Johansen.   21 

I.  Executive Summary 22 

Q. Please summarize your surrebuttal testimony. 23 

A. In my surrebuttal testimony, I briefly discuss Mr. Johansen’s change in the 24 

manner in which the Company proposes to treat the sewage treatment expense from the City 25 

of Hollister and I provide further support for Staff’s position regarding the Company’s over-26 

collection of sewer commodity charges. 27 
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II. Hollister Sewage Treatment Expense  1 

Q. On pages 3 and 4 of his direct testimony, Mr. Johansen acknowledges that 2 

Staff used appropriate volumes in calculating sewage treatment expense as originally 3 

proposed by the Company.  However, the Company now states that it is fearful of large 4 

understatement of this expense due to January’s wholesale treatment bill from the City of 5 

Hollister.  Does Staff agree with this last minute change? 6 

 A. No. 7 

Q. Why? 8 

A. After months of negotiating with the Company regarding this issue, Staff 9 

finally agreed with a level of expense equal to the Company’s original proposal.  Now, at the 10 

eleventh hour, based on one billing month outside the current test year, the Company is trying 11 

to increase the amount of this expense.  There is no justification for the Company’s position 12 

that a 20% increase in volumes is an appropriate amount or that there is even an ongoing 13 

issue.  This could have been a one-month anomaly and is not proper to include in rates at this 14 

time, especially since this is outside the current test year for this proceeding.  The Company 15 

always has the right to request another rate increase to address changes in costs outside of the 16 

current test year to make up for any potential shortfall.  17 

III.  Emerald Pointe’s Sewer Commodity Overcharges 18 

Q. On page 6 of Mr. Johansen’s testimony and starting on page 5 of Mr. Snadon’s 19 

testimony, they both discuss correspondence between Staff and the Company that Mr. 20 

Johansen found through a “work file” and Mr. Snadon says the Company received from Staff.  21 

Do you have any comment regarding the work file and correspondence? 22 
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A. Yes.  Mr. Johansen reviewed the work file that Staff has concerning Emerald 1 

Pointe’s previous rate case in 2000.  Staff has reviewed that file as well and has also reviewed 2 

the correspondence mentioned in Mr. Snadon’s testimony.  Staff confirms that the 3 

information Mr. Johansen and Mr. Snadon discuss is reflective of information that Staff 4 

currently has regarding Emerald Pointe’s previous rate case.  However, Staff cannot confirm 5 

if that is a complete and accurate record of all correspondence between Staff and the 6 

Company.  Over the past 12 years, files get moved and employees come and go, so there is no 7 

guarantee that what Staff has is complete.  Further, it is possible that a substitute tariff could 8 

have been filed and no written correspondence was ever created.  Any error could have been 9 

discussed over the phone or in person. 10 

Q. Since there is no record, at this time, of any correspondence between Staff and 11 

the Company explaining the difference between the filed tariff and the document the 12 

Company has, please explain Staff’s rationale for believing the Company overcharged its 13 

customer. 14 

A. According to two documents - the customer notice sent by Emerald Pointe on 15 

August 13, 1999 (attached as Schedule JAB - S1) and the Agreement Regarding Disposition 16 

of Small Company Rate Increase Request (“Disposition Agreement” and attached as Schedule 17 

JAB - S2) filed in the previous rate case, SR-2000-595, the Company initiated the rate request 18 

by asking for an increase of sewer revenues of $2,500.  Staff proceeded to undertake an audit 19 

of the Company’s books and records.  After the audit was complete, the Auditing department 20 

would have sent the results to the Water and Sewer Department so that the appropriate rate 21 

design could be developed.  According to the audit workpapers, an increase greater than the 22 

Company’s initial request may have been appropriate.  However, the prevailing practice at 23 
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that time was that the Company could not receive a greater increase than what the Company 1 

requested.  Thus, the total increase in sewer revenues was $2,500. 2 

Q. Please continue. 3 

A. Based on the agreed upon increase of $2,500, Water and Sewer Staff 4 

developed rates designed to collect the appropriate amount of revenues.  Based upon then 5 

current revenues plus the increase, total operating revenues were $35,909.  Water and Sewer 6 

Staff then looked at the total number of customers for each meter size.  Meter sizes for sewer 7 

customers were 5/8”, 1”, and 2”.  Based on different flow factors for the different sized 8 

meters, the analyst can create a meter equivalent to determine the appropriate customer charge 9 

for the different size meters.  This calculation is the industry standard for determining the 10 

appropriate customer charge for different sized customers.  Once that number is determined, 11 

the annual revenue figure is divided by the number of meter equivalents and then by 12 to 12 

determine the monthly customer charge for the smallest meter size.  Based on the flow factors 13 

described earlier, meter equivalent is multiplied by the flow factor to arrive at the appropriate 14 

customer charge per each meter.  After these calculations, the 5/8” meter charge was $13.63, 15 

the 1” meter charge was $34.08, and the 2” meter charge was $109.06.  These charges are the 16 

charges reflected in the Company’s currently effective tariff. 17 

Q. Please show this calculation. 18 

A. To make this simpler, I will create a table to show the calculations.  As noted, 19 

the total amount of revenue to be collected by the Company was $35,909.   20 
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Meter Size Customers Flow Factor Meter Equivalents

5/8" 108 1 108

1" 3 2.5 8

2" 13 8 104

220

Revenues $35,909

Meter Equivalents 220

Cost per Meter Eq. $163.59 (Revenues divided by Meter Equivalents)

Months 12

Monthly Cost per Eq $13.63 (Customer Charge for smaller Meter)

Meter Size Monthly Cost Flow Factor Customer Charge

5/8" $13.63 1 13.63$    

1" $13.63 2.5 34.08$    

2" $13.63 8 109.06$    1 

 Q. What amount would these charges allow the Company to collect? 2 

 A. Multiplying the $13.63 customer charge for 5/8” customers * 108 customers * 3 

12 months equals $17,668.21.  Multiplying the $34.08 customer charge for 1” customers * 3 4 

customers * 12 months equals $1,226.96.  Multiplying the $109.06 customer charge for 2” 5 

customers * 13 customers * 12 months equals $17,013.81.  $17,668.21 + $1,226.96 + 6 

$17,013.81 = $35,909. 7 

 Q. What does this mean? 8 

 A. This means that there was no commodity rate developed for Emerald Pointe 9 

for sewer service in its previous rate case.  Attached as Schedule JAB - S3 are the Water and 10 

Sewer Staff’s workpapers from that proceeding that detail how the appropriate rate design 11 

was developed. 12 

 Q.  What else does Schedule JAB - S2 show? 13 

 A. Schedule JAB - S2 shows the letter that Mr. Snadon sent to the Commission 14 

for filing the revised tariff sheet associated with the Disposition Agreement as well as the 15 
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appropriate tariff sheet.  The tariff sheet in question, P.S.C. MO. No. 1 1st Revised Sheet No. 1 

4 shows the agreed upon customer charges, but no commodity charge for sewer service.  This 2 

is the tariff sheet that the Commission approved. 3 

Q. Do you have an explanation for the tariff sheets referenced in Mr. Snadon’s 4 

testimony? 5 

A. Yes.  If one looks at the water tariff that is currently in effect for the Company, 6 

one would note that there is a $3.50 commodity rate for water usage.  A further review shows 7 

that the tariff sheet for both water and sewer are almost identical.  It is my belief that a 8 

typographical error was made when the original tariff sheets were sent out to the Company for 9 

review.  Once it was noticed, the commodity piece was removed for the sewer system.  10 

Unfortunately, this change was then missed by the Company and led to the Company 11 

charging the $3.50 per 1,000 gallon for sewer usage.    12 

Q. Whose responsibility is it to make sure the Company is charging the 13 

appropriate rate? 14 

A. It is the Company’s responsibility.  It is my understanding that the 15 

Commission would send a copy of the actual approved tariff sheet upon the effective date of 16 

any new tariff to the Company.   Once the new tariff became effective, it would be stamped 17 

filed, and a copy would be put the official file and another copy sent to the Company. 18 

Q. Starting on page 7 of his testimony, Mr. Johansen discusses the Company’s 19 

yearly earnings.  In his discussion, he tries to show that the Company, even with the extra 20 

commodity charge, was still under-earning.  Does that mean that the Company was not 21 

overcharging its customers? 22 
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A. Not at all.  As I discussed briefly earlier, at the time of that earlier rate request, 1 

a Company could not be granted an increase greater than what it asked for.  Emerald Pointe 2 

asked for an increase of $2,500 in its revenues, and it was granted such.  If this amount proved 3 

to be too little, the Company should have filed for another rate request.  The bottom line is 4 

that the effective tariffed rate for Emerald Pointe did not include a commodity charge, and the 5 

Company collected one over the past 12 years or more. 6 

IV.   Recommendation 7 

Q. What is Staff’s recommendation to the Commission regarding the over-8 

collection of sewer commodity charges? 9 

A. Staff still recommends that the Commission order the Company to refund over-10 

charges, with interest, collected during the five-year period immediately preceding the date 11 

when the Company ceased collecting the unapproved commodity rate.  Staff recommends that 12 

the Company provide bill credits to existing customers who are due refunds over a 45-month 13 

period.  For any customer who has left the system, Staff recommends that the Company send 14 

those former customers a check for the amount of refund owed.  For any customer who leaves 15 

the system prior to being refunded all amounts owed, the Company should send that customer 16 

a check for any remaining un-refunded balance.   17 

Q. Does this conclude your surrebuttal testimony? 18 

A. Yes. 19 
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