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Proceedi ngs began at 9:00 a. m

JUDGE SEYER: Let's go back on the
record. Al right. W are back on the record. It
Is Friday, March 7th, nine o'clock a.m This is the
third day of the evidentiary hearing in M ssouri -
Aneri can Water Conpany's Request for a Ceneral Rate
| ncrease for Water and Sewer Service in its M ssouri
Service Areas. It's Comm ssion File WR-2024-0230.

So | think the -- excuse ne. The first
order of business today is the parties will present
openi ng statenents and then we wll nove on to the
I ssue of Regulatory Policy. So, M. Cooper, is that
going to be you on behalf of the Conpany?

MR COOPER It will be. And because
|'ve been feeling left out, |I've got sone handouts.

Good norning. Dean Cooper on behal f of
M ssouri-Anmeri can Water Conpany. W're going to try
to make it through an opening statenent that sone of
whi ch we woul d have provided on the first day in a
di fferent sort of procedural schedule, but we really
haven't had the opportunity yet to kind of set out
the whole of the Conpany's case. And since opening
statenents got noved today, that's what we're going
to do, but it will be alittle shorter | guess is the

good news, than it would have been on the first day
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because we've tried several issues already in this

case.
As you're aware, we've had hearings

al ready on the Cost of Money issues, the Return on

Equity, Capital Structure, Cost of Debt, the Revenue

Stabilization Mechanism Rate Design, Universal

Affordability Tariff as it has been proposed by nost

of the parties, and the Production Cost Tracker.

Al so the Conpany's request for the inclusion of

requested enpl oyee -- certain enployees and the

Conpany's total market conpensation plan, including

annual performance pay and | ong-term perfornmnce pay

have al so been addressed. As | go through, | may
mention those. | wll indeed nention those to sone
extent, but will not go into any great detail.

As an additional sort of heads-up as we
move forward, | know that, as the judge said, we have
Policy and we have Regul atory Mechani sns essentially
that's going to be tried first today when we get to
the evidentiary portion of the hearing. And I'll hit
those at a little greater detail in this opening and
spare you fromany further openings on those issues.

As has been sonewhat nentioned throughout
the hearing, Mssouri-Anerican has a significant

presence in Mssouri. It provides water service to
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approxi mately 484,000 custoners in nore than 30 raoe
counties across the state with the | argest
concentration in St. Louis County, Jefferson Cty,

Mexi co, Parkville, St. Joseph, Warrensburg, Joplin,

and Branson. It also provides wastewater service to

approxi mately 24,000 custoner connections through
nearly 90 wastewater systenms across the state.

The Comm ssi on approved M ssouri -
American's current base rates by its Report and O der
I ssued on May 3rd of 2023 in Case No. WR-2022-0303.
Rates in that case were based on cost that reflected
a test year of 12 nonths endi ng June 2022 with a
true-up through Decenber 31st of 2022.

This filing is primary driven by the
significant capital investnents that the Conpany
has made in Mssouri's infrastructure. M ssouri -
American wll have invested since its |ast rate case
and by the operation of law date in this case
approximately $1.2 billion of capital. This
I ncl udes, and although it's not exhaustive,
significant projects in Warrensburg, Jefferson City,
St. Louis County, Joplin, Branson, and St. Joseph
areas anongst other | ocati ons.

The investnents include inproving the

resiliency of the Conpany's distribution system and
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treatment plants, treatnment changes to nmaintain

regul atory conpliance, technol ogy, investnents that
will integrate wth and enhance exi sting systens to
enhance service to custoners in nmanagenent of source
of supply and system demands, and nmaintain the

heal th, welfare, and econom c well -bei ng of

communi ties M ssouri-Anerican serves. The Conpany
has and continues to nmanage its business responsibly
and effectively, especially in the rising

inflation -- inflationary environnent and conti nues
to provide safe and adequate service to its
custonmers. Making these investnents in its systens
IS necessary to inprove and strengthen the

I nfrastructure of the systens today and for the
future.

The Conpany's originally -- the Conpany
originally requested $651.6 mllion total revenue
requi renment or cost of service which included a
request for a future year through May 31st of 2026.
The Comm ssion's decision to utilize a historic test
year with discrete adjustnents reduces the Conpany's
initial request by 27.3 mllion to $624.3 mllion.
This is in accordance with M. LaG and's suppl enent al
direct and subject to true-up as we nove forward.

However, M. LaG and cal cul ates that to be about a 23
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percent increase when you take into account both the

base rates and the WBI RA rates that are being paid
t oday.

For M ssouri-Anerican this case is really
about whether it should be encouraged to continue its
I nvestnents or whether the State seeks to di scourage
these investnents and the benefits that cone from
strengthening infrastructure and investnent in the
state of Mssouri. Wthout appropriate rate relief
in this proceeding, Mssouri-Anerican wll not have a
nmeani ngf ul opportunity to earn a reasonable return on
its investnents which will negatively inpact the
Conpany's ability to attract capital at reasonable
rates and, in turn, negatively inpact custoners.

M ssouri - Aneri can faces significant
revenue recovery lag under its current ratemaking
structure. Reqgulatory lag occurs primarily for two
reasons. The first reason is as a result of utility
I nvestnents placed in service and providing benefits
to custoners. Wen plant is declared in service and
is transferred to plant in service, the deferred
carrying charge known as all owance for funds used
during construction or AFUDC ceases and the Conpany's
required to start nmaking nonthly charges to

depreci ati on expense. However, custoner rates do not

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

) ) Page 10
reflect the cost of service of those investnents

I mredi ately.

The second reason for regulatory lag is
when the Conpany incurs expenses that are different
than what is included in custonmer rates. These
factors are not accounted for in base rates set by
t he Comm ssion. For these reasons, despite other
parties' assertions to the contrary, M ssouri -
American historically has not provided with realistic
opportunity to collect a reasonable return.

M. LaG and has provided anal ysis of the Conpany's
annual returns over the | ast decade. That anal ysis
shows that M ssouri-Anmerican has consistently
underearned a reasonable ROE for at |east a decade.
During that tinme earned and annual returns of
equity have ranged froma |low of 7.64 percent to a
hi gh of 8.86 percent.

Now, this is in spite of the fact that
t he Conpany's operati ng expenses have grown nore
slowy than CPI. Had the Conpany O&M expense sinply
grown at CPI from 2014 through 2023 and the
three-year average CPlI through the last test year in
this case, the Conpany's revenue requirenent in this
case woul d have been nore than $12.8 nmillion higher.

And this cal culation and description of this analysis
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Is provided in M. Carlson's testinony.

The opportunity to earn a reasonabl e
return on the Conpany's investnents and to recover
prudently-incurred costs is critical to continue to
attract the necessary capital to support ongoing
I nvestnents that will enable it to provide safe and
reliable service to custoners for years to cone.

M ssouri - Aneri can's ratemaki ng proposal s
in this case are designed to at |east partially
address the constraints with the existing ratenmaking
structure. M ssouri-Anmerican is requesting approval
of a revenue stabilization nmechanism a production
cost tracker, deferral nechanisns related to capital
I nvestnents, as well as certain discrete adjustnents
beyond its historical test year period. These
mechani sns would mtigate sone of the inpacts that a
hi storical test year has on the Conpany's opportunity
to collect its authorized return and properly
recogni ze that plant expense levels that are -- that
wi |l be serving Mssouri-American's custoners at the
time new rates take effect.

As was nentioned previously, the RSM
I ssue has been tried and explain -- as expl ai ned
further by Conpany Wtness Rea this nmechani sm

stabilizes changes in revenues resulting fromthe

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

Page 12
fact that a big part of M ssouri-Anerican's costs are

fixed while a large portion -- portion of its
revenues are assuned to be variable com ng through
the commodity chart. Thus, if M ssouri-Anerican's
rates are designed assumng it wll sell a mllion
gal l ons for exanple and it instead sells 900, 000
gallons, it actual revenue wll be less than the
revenue requirenment the Conm ssion found to be just
and reasonable. That difference in revenue will be
greater than any difference in the cost it wll
experience fromthe | ower vol une sol d.

The production cost tracker was di scussed
yesterday. And as | nentioned yesterday, if the
Comm ssi on does not approve an RSM that includes a
production cost tracker, the Conpany believes that it
shoul d separately approve a tracker nechani smfor
t hese costs. The track, it would -- tracker would
al l ow any differences in production costs incurred
and production costs in custoner rates to be deferred
to a regulatory asset or liability.

One of the issues that will soon be
before you this norning are the deferral nechanisns
t hat have been proposed by the Conpany. The Conpany
IS proposing, too, to reduce regulatory | ag

experienced when utility investnents are placed in
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service to provide benefits to custoners. The first

Is deferred depreciation and the second is the
capitalization of post in-service carrying costs.
Such investnments imedi ately result in depreciation,
property tax, and other expenses being incurred

wi t hout being reflected in custonmer rates.

To counter this inpact the Conpany
proposes to begin depreciating the plant investnents
when they are placed in service, but rather than
I medi ately recogni zing this depreciation expense,
the cost net of retirenments would be recorded in a
regul atory asset. Simlarly the Conpany proposes to
capitalize the post in-service carrying costs also to
a regulatory asset. At the tinme of the Conpany's
next rate case any deferred anounts woul d be
anortized over a reasonable period as would be
det erm ned by the Comm ssi on.

| will nention, because there's been a
| ot of discussion about the electric plant and
servi ce accounting statute and relationship to that,
but before that statute was ever enacted, these types
of deferrals were at one tine called by the
Comm ssi on construct accounting and used by the
Comm ssion in regard to significant construction

projects. | would say that while M ssouri-Anerican's
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proposal is not linked to a single construction

project at this tine, the anounts of investnent that
are being nade in Mssouri and the regulatory | ag
that results fromthat investnent would call for
simlar treatnent.

The ot her nechanismthat we'll be
di scussing soon is discrete adjustnents. The
Conpany' s proposed discrete adjustnents through the
effective date of rates in this case will help
support the Conpany's obligation to provide safe and
reliable service at just and reasonable rates. The
Comm ssion is allow ng parties to propose these
di screte adjustnents beyond the Decenber 31, 2024
revenue requirenment calculation. D screte
adj ustnents should be made for the followng matters
that will be known and neasurable prior to the
operation of law date in the case as proposed by
M ssouri-Anmerican: Uility plant in service which is
additions net of retirenments. And that woul d be
those investnents that plant that would be used and
useful prior to the operation of lawin this case
i ncl udi ng annual i zed depreci ati on and property taxes
related thereto. W also propose changes to the
Conpany's capital structure as they may result

t hrough the operation of |aw date and sel ected known
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and neasur abl e operating expense adj ustnents that

woul d be in effect prior to the operation of |aw day.

The historical test year the Comm ssion
has traditionally used for water utilities has |eft
M ssouri-Anerican chasing its tail with regard to
rates. This is primarily because of regulatory | ag
as we've tal ked about and as associated with the

delay in recovering costs associated with new

i nvestnents. The inpact is as sinple as -- as
this: |f Mssouri-Anerican's rate base on which it
Wil earn a return in this case is set as of

Decenber 31st of 2024, the true-up date, M ssouri -
Anerican is already behind as we stand here today
and will be further behind on the date new rates go
into effect. That's because it has continued to

i nvest and pl ace projects in service since

January 1st of 2025.

W will -- we will also acknow edge, and
it's been nentioned by other parties as it should be,
that WSl RA is a very valuable tool that has certainly
hel ped this situation. However, it has limts as it
only addresses certain types of plant. W would --

t he Conpany takes the position that of the 1.2
billion in investnents since the |ast rate case that

| mentioned earlier, only 57.7 of percent of those
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are currently a part of WolRA or a Wl RA rate. And

even those that are have experienced sone | evel of
regul atory | ag.

The bottomline is still that rate base
will be significantly greater after new rates have
been collected for a year and yet if discrete
adj ustnents are not nade for that increase in
pl ant, the base rates wll still be based on
Decenber 31st, 2024 plant in service |evels.

Briefly, we've tal ked about |abor and
| abor related costs. W certainly believe that it's
I nportant that the Conpany offers conpensation that
allows it to attract and retain custoner-committed,
dedi cated, highly-qualified enployees. The Conpany's
overal |l conpensation phil osophy is to provide
enpl oyees with a total conpensati on package that is
mar ket based and conpetitive wth those of conparabl e
organi zations with jobs of simlar responsibility.
Recruitnment of skilled workers as well as a retention
of existing trained workers is critical to Mssouri -
American's ability to continue to provide safe and
reliable water and wastewater service for the benefit
of all M ssouri-Anmerican custoners.

| would like now just to touch briefly on

a couple of class cost of service and rate design
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matters that are inportant to the Conpany. The neter

charges for M ssouri-Anerican Rate A have been
identical for both St. Louis county and outside

St. Louis County districts and are today. M ssouri -
Anmerican believes that whether or not those districts
are consolidated for purposes of volunetric charges,
t he common neter charges shoul d renain.

In terns of single-tariff pricing, and
this was nentioned previously, the Conmm ssion has
nmoved towards that single-tariff pricing for water
services at -- services at a gradual pace over the
| ast many years. In this case M ssouri-Anmerican has
proposed to equalize the volunetric rates for Rate A
between St. Louis County and non-St. Louis County
custoners. And I think it's noteworthy that the
volunetric rates for these groups to include the
WEI RA, when including the WBIRA, are nearly identical
today. Thus, noving these rates to a single
statewi de volunetric rate would not, should not
I npose significant additional rate increases or rate
shock for either of those groups of custoners.

M ssouri - Aneri can knows how i nportant it
Is to balance the need for systeminprovenents while
mai nt ai ni ng af f ordabl e water services. M ssouri-

Anmerican Wtness Rea conducted a detail ed anal ysis of
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the affordability of the Conpany's historical and

proposed rates and relates the nedi an househol d

i nconme for custoners in its service territory to its
utility bills over tinme. This involved two different
types of affordability analysis for the Conpany's

wat er and wast ewat er service.

The first analysis is an enterprise-|evel
anal ysis of affordability which considers
affordability of service at a high |level over a
mul ti-year period. The second analysis is a
communi ty-| evel analysis of affordability which takes
a deep dive into the affordability of service at the
comrunity | evel under current or proposed rates and
current econom c conditions. That analysis as
conducted by Wtness Rea denonstrates that M ssouri -
Anerican's water and wastewater services overall has
been, is, and is expected to continue to be
affordable for the nmajority of its residential
custoners, including under the initial rates proposed
In this case that included the future test year
anounts. This trend in affordability is a result of
the long-terminvest nent and nanagenent practices of
the Conpany and is a positive reflection of the fact
that the investnent strategies the Conpany's

undertaken over tine and the way the Conpany has
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proactively managed the systemis in the long-term

best interest of its custoners.

One of the things that flows from-- from
that affordability analysis, however, is that the
Conpany still recognizes that custoners face
chal | engi ng econom ¢ circunstances. Thus, the
Conpany, along with other parties, reached agreenent
on a proposed universal affordability pilot program
and tariff for water services that you heard about
yest er day.

M ssouri-Anmerican al so supports its | ow
I nconme custoners through its HO Help to O hers
program This is a sharehol der -- sharehol der-funded
program whi ch offers direct financial assistance of
up to $250 per year to custoners that are struggling
to pay their water/wastewater bill and neet
| ow-i ncome gui delines established by the |ocal
comrunity action agency. In addition, the Conpany
offers both residential and nonresidential custoners
fl exi bl e paynment arrangenents through enhanced
installment plans if they are financially unable to
pay a water and/or wastewater service bill when due.
And the Conpany al so offers residential custoners the
option of paying bills under its budget billing plan.

Lastly, M ssouri-Anerican has been an
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i nvol ved corporate citizen. On average M ssouri -

Anerican contributes roughly $500, 000 per year to
conmmuni ties and organi zations to support prograns and
events that inprove the health and safety, quality of
life and education of its custoners. Many of its
enpl oyees al so serve their communities by being
active nenber of organi zations, often hol ding

| eadership positions including boards of directors of
commttees for state and | ocal Chanbers of Comrerce,
econom ¢ devel opnent organi zations, rotary cl ubs,
United Ways, hospitals, the arts, and environnental
or gani zati ons.

I n conclusion we believe the Conm ssion's
charge is to balance the interest of both the Conpany
and the custoner and put in place rates and
rat emaki ng practices that wll ensure that M ssouri -
Anerican may continue to neet its obligations and
provi de safe and reliable service while al so
provi ding M ssouri-Anmerican with a reasonabl e
opportunity to earn a reasonable return on its
investnent. Doing so will allow M ssouri-Anerican to
continue to provide high-quality water and wast ewat er
services in the nost cost-effective way through the
repl acenent, operation, and nmai ntenance and

rehabilitation of assets for present and future
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custoners. That's all | have, your Honor.

JUDGE SEYER: Thank you. Are there any
guestions fromthe comm ssioners? All right. Thank
you, M. Cooper. M. Aslin.

M5. ASLIN. Good norning. May it please
the Comm ssion. After two full days of hearing, |
will attenpt -- | will attenpt to keep this opening
statenent brief.

At this point Mssouri-Anmerican's
approach to this rate case is clear. Ask for the
nost. RCE, capital structure, the RSM the
production cost tracker, M ssouri-Anmerican is
requesting excess at every turn to the benefit of its
sharehol ders and the detrinent of its custoners.
These requests are reflected in the different
revenue requirenents currently proposed by Staff who
Is at 538 mllion as of June 30th, 2024 and M ssouri -
American who is currently at 641 mllion as of
May 31st, 2025. Over $20 mllion of this difference
I's due do discrete adjustnents.

This norning we' Il be di scussing two nore
exanpl es of excess: M ssouri-Anerican's proposal on
di screte adjustnents and depreciation and carrying
cost deferrals. Staff witness KimBolin will be

appeari ng today and | encourage you to ask her about
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Staff's position on these issues, but | wll first do

my best to summarize them

M ssouri-Anmeri can requested a future test
year in this case, but the Conm ssion denied this
and set a historic test year of the 12 nonths
endi ng Decenber 31st, 2023 with a true-up through
Decenber 31st, 2024. The Conmm ssion O der
establishing the test year did allow parties to
propose discrete adjustnents. D screte adjustnents,
also referred to as isolated adjustnents, are
adj ustnents made to the test year or true-up period
for known and neasurabl e changes or events that
occurred after the test year or true-up period.

After the Comm ssion denying Mssouri -
Anmerican's notion to establish future test year,
M ssouri-Anmerican filed supplenental direct testinony
of Brian LaG and. M. LaG and proposed a nunber of
adj ustments for changes purported to be known and
nmeasur abl e t hrough May 31, 2025, the operation of |aw
date in this case. M ssouri-Anerican proposes naking
di screte adjustnents for plant in service,
accunul ated depreciation reserve, payroll, support
services, and regulatory deferrals. This is just a
sanple of the list of nearly 30 adjustnents that

M ssouri-Anmerican is proposing. A full list of these
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di screte adjustnents can be found in KimBolin's

di rect testinony.

Staff does not view this lengthy |ist of

adj ustnments as discrete or isolated. Instead,

Staff views this |list of proposed adjustnents as

a makeshift future test year. Many of these
adjustnments will not truly be known and

measur abl e as the operation of |aw date which again,
May 31st, 2025.

M. LaG and has pointed out in his
testinony that Staff does not use known and
nmeasurabl e data in their own audit but frequently
uses averages when developing its case. Staff does
not agree with this assessnent. Using an average of
actual nunbers that are indeed known and neasurabl e
Is not the sane as the projections that nust be used
to nmake these proposed adj ustnents.

Staff is not wholly opposed to discrete
or isolated adjustnents occurring past the true-up
period, but these adjustnents nust be known and
nmeasurable and the timng of the event should not
view the matching principle in relation to other cost
of service itens.

Turning to the issue of depreciation and

carrying cost deferrals frequently referred to in

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025
Page 24

this case as the water PISA, Staff is conpletely
opposed to M ssouri-Anerican's proposal and deens it
unnecessary. Wth regards to depreciation deferral,
M ssouri - Amreri can proposes to begin deferring
depreci ati on expense as soon as the plant investnent
Is placed in service placing it into a regul atory
asset until the Conpany's next rate case. M ssouri -
Anerican al so proposes capitalization of post-in
service carrying cost deferring the return on the

pl ant as soon as it's placed in service until the
plant is included in rate base in the next rate case.

These proposals, M ssouri-Anmerican
argues, are a way to conbat regulatory lag or a | apse
in time between when a utility experiences a
financi al change and when that change is reflected in
its rates. This is contrary to the principles of
traditional ratemaking and is yet another attenpt by
M ssouri-Anmerican to shift any and all risk from
sharehol ders to ratepayers.

But M ssouri-Anerican is eligible to and
currently utilizes Wol RA. WSl RA all ows M ssouri -
Anmerican to collect a surcharge that can be changed
up to two tines per year. Staff has revi ewed
M ssouri-Anerican's recent WSl RA projects and found

the projects conpl eted between Cctober 2023 and
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April 2024 experienced a | ag of approxinmately three

nmont hs, not the one-year lag cited by M. LaG and.

Again, the thenme of this hearing has been
and will continue to be unnecessary requests and
proposal s froma conpany that has not denonstrated
need. Staff encourages the Comm ssion to deny
M ssouri-Anmerican's request for discrete adjust --
di screte adjustnents and depreciation and carrying
cost deferrals. Thank you.

JUDGE SEYER: Are there any questions
fromthe comm ssioners? Al right. Thank you.

M. Cof fman, do you have an openi ng?

MR, COFFMAN:. Yes. Good norning. My it
pl ease the Comm ssion. John Coffman on behal f of
Consuners Council and AARP.

"Il just speak at a general |evel about
water affordability. M clients believe that
affordabl e and reliable water service is a human
right. And even if you don't believe that, | would
urge you to think about this case in noral terns, not
just financial terns, but in noral ternms. There
are people who can hardly pay their utility bills
today. And if you |l ook at say the | owest 20 percent
of the public as far as incone goes, they earn |ess

t han $20,000 a year. That's probably not enough to
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pay for the water rates that M ssouri-Anerican Water

is asking for. And yes, there will always be poverty
Wi th us, but as these rates exceed inflation, as
these utility rates continue to rise, nore and nore
of people are going to be included in that group of
peopl e who cannot afford. The next quortile, say
which -- or quintile would be 40 percent of the
public, they earn 31,000 or less. And so | want you
to think about these people.

W -- we sit in this roomand we have
stacks of Excel spreadsheets and we are just
overwhel med with data. And that's a great thing that
we can | ook under the hood and tal k about this
utility. But the Public Service Comm ssion's core
m ssion, at least as far as | understand it, is to
bal ance the utility sharehol ders, the nonopolies and
t heir sharehol ders against the general public. And
iIf we only | ook at one side of the equation, we're
going to be setting rates that are too high.

So | urge you to keep in your mnd the
faces and the stories of the people that you heard at
the local public hearings, which by the way we are
very grateful that the Public Service Comm ssion has
virtual and in-person public hearings and that you do

make an effort. Every one of you have gone out and
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listened to the public. | knowit's not fun to do,

but | think it's very inportant so that you get a
sense of the consequences of the votes that you make
I n these cases.

At the public hearings in this case you
heard about a retired couple who were surprised that
they can't -- they can't neet the budget on their
retirenent fixed incone that they have and they
tal ked about the inpact on their sewer bill. You
heard froma single nother who is trying to raise a
seven year old in tal king about how she can't pay for
everything that her child needs and that raising
utility rates nmakes that even harder. You heard from
a gentleman who was living on a blind pension, a
pensi on for the blind of $782 a nonth. He said that
the proposed rate increase in this case would cause
himto cut his nedications.

And so you should keep in mnd there are

human deci sions. Maybe, you know, famly -- these
famlies won't beconme honel ess, but they'll nake
decisions that will have negative inpacts on -- on

education and on health and on other parts of their
lives. And so we're not saying don't approve any
rate increase. W're saying mtigate it, balance it,

and consider affordability in every one of these
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deci sions that we have.

And again, we would like to urge you to
| ook at the fixed charge. Please don't raise the
fi xed charge by 113 percent. | think that -- we
think that it can be raised a dollar or sone snall
amount, and | think that would be appropriate given
the cost there, but the residential fixed charge is
an unavoi dable charge if you have water service. And
so water conservation and so forth will not help
sonmeone deal with that particular rate design.

And al so because we haven't spoke yet
about the single-tariff pricing incident, | am
certainly synpathetic to JimFischer's clients and to
ot hers who have had increases, but single-tariff
pricing is bad in general because of the way that it
encourages excessive investnent. And it makes it too
easy to spread to other folks.

And so | want to enphasize that with
wat er rates, we have very distinct territories not
I nterconnected. And so St. Louis County is not
i nterconnected with St. Joseph or Joplin or
Parkville. And the St. Louis County area woul d have,
we believe would have rate shock if you went with
Rate A all the way to single-tariff pricing. So we

think that St. Louis deserves to have a somewhat
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| ower rate because the costs are |ower there. And

we do, you know, when you're -- when you're proposing
a 38 percent increase, single-tariff pricing would be
greater than that for those in St. Louis County. So
not just because it's bad for St. Louis County, but
because we think it's bad policy.

Wth electric and gas, yes, you should
have a territory and average the cost because that's
a connected network. Wth water you have significant
cost differences between river-treated systens, well
systens, different custoner bases. And so we think
it is appropriate that you naintain the -- just
because there's been an excoriable attenpt to | obby
for this single-tariff pricing over many years
doesn't nmean you should go all the way there. |t has
been opposed by nost of the parties over nost of that
time,

And so | think that covers everything
that | wanted to say. And please consider the public
side of this. The Courts have said that protecting
the ratepaying public is the public's -- is the
gui ding star of the Public Service Conm ssion Act and
so please don't forget your first name which is
publ i c.

JUDGE SEYER: Do the conm ssioners have
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any questions for M. Coffman?

COW SSI ONER M TCHELL: If | may, Judge,
it's Conm ssioner Mtchell.
JUDGE SEYER  Hel | o, Conm ssi oner.
QUESTI ONS
BY COWM SSI ONER M TCHELL:

Q Thank you for your testinony. You know,
affordability is a, you know, a key that's top of
mnd | think for all of the comm ssioners. And I'm
curious fromyour perspective, how do you define

affordability?

A. Wll, it's | guess different for every
custonmer. And, you know, as the rate -- you know,
there's nore and nore folks that fall into that

unaffordability category as rates go up. You know,
there will be sonme who could never afford their bill
and sone who could always afford their bill, but the
hi gher the rates go and the higher the rates go in,
you know, at a faster rate than other expenses, it's
goi ng to make nore fol ks struggl e.

And so, you know, you know, even M ssouri -
Anerican in this case has acknow edged that that is
sonet hing that needs to be addressed. And we
appreciate the -- the UAT tariff idea, and we support

it. | nmean, partly because the Conpany is owning it
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and proposing it and so we -- we hope that you -- you
adopt that and that will be hel pful to sone of these

folks that | tal ked about and would | ook forward to
wor ki ng on that, you know, to nmake sure that those on
the I owest end, you know, have a chance.

| don't know if that answered your
guestion but the depth -- you know, | think, you
know, the affordability is a custoner-specific idea.
So the way | look at it is, you know, if the rates
are going up too high, you are creating
unaffordability for nore and nore ratepayers.

COW SSI ONER M TCHELL: Yeah. | can
definitely see that perspective, and | appreciate
your testinony. | appreciated your testinony on the
single-tariff pricing as well. So thank you.

MR, COFFMAN:. Thank you.

COW SSI ONER M TCHELL: That's all the
qguestions | have.

MR. COFFMAN:  Anyone el se?

JUDGE SEYER  Doesn't appear to be.
Thank you. M. Opitz.

MR OPITZ: Good norning, and nmay it
pl ease the Comm ssion. Tim Opitz on behalf of MECG

Comm ssion, you've got a difficult job in

this case. You will decide what people pay for a
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necessary service. There's no getting around the

fact that people, businesses, manufacturers, everyone
needs this water that M ssouri-Anerican is providing.
You go to the public hearings and hear directly how
these increases wll inpact people in their |ives,
how it will inpact businesses, howit wll inpact
comunities. And, you know, if you're like ne, it's
going to stick wwth you what you hear and it wll
wei gh on you.

There will be an increase in this case,
you know. A 40 percent increase will cause people,
busi nesses, nmanufacturers, comunities to struggle.
It is haunting to hear the stories that M. Coffnman
just nentioned, that sone people will be unable to
pay no matter what the increase in this case wll be.

On top of that your job is additionally
difficult because utilities are conplicated. Wthin
just a few hours yesterday you heard about the base
extra capacity studies and |linear regression studies
and | egal questions on top of all that. That is a
full day.

The ultimte question here or in any rate
case i s how do you determ ne what anount people
shoul d pay. The statutes say just and reasonabl e,

but what does that nean. How do we get to just and
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r easonabl e. For ne that's cost of service. How do

we do that. Basically we |look at all the costs to
provide service in a discrete period of tine plus a
return on that plant that's serving custoners.
That's the revenue requirenent. Then we divide that
anopunt anong the custoners based on the cost that

t hose custoners cause to the system

| don't want to give you any additi onal
noral dilenmas here in your decision nmaking. That's
not helpful. So here are a few decision points you
can make that will help custoners.

First, we should | ook at cost to provide
service in a discrete period of tinme. W use a test
year. Annualized, normalized, and known costs in
that tinme period should be put into rates. | don't
t hi nk anybody di sputes that. Costs outside of that
test period should not be included in rates. A few
I ssues that inpacts in this case are the discrete
adj ustnments outside of the test year. You heard
Staff counsel say this norning that's about $20
mllion. That's an easy decision you can nmake to
reduce this rate increase to custoners. Those costs
shoul d be rejected.

The production cost tracker. Yesterday,

| I can't renenber who, a counsel or perhaps a
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comm ssi oner asked one of ny -- ny w tness about the

regul atory asset in that and how that, in their m nd,
it would actually be recovered in a future rate case,
so don't worry about it here, right. | nean, that's
the inpression | got fromthe |line of questioning.
Well, look, | reject that. One, for a production
cost tracker, it's not necessary under traditional
ratemaki ng. They already have a reasonabl e
opportunity to recover those costs. W have a true-
up, we have a -- we have a test year, we have a true-
up, we have annualizations, nornalizations. W build
in areturn on equity for themto earn those -- to
earn a return on that plaint. They can recover those
costs, have the opportunity to do so under our
traditional nethods.

Second, a reqgulatory asset, all it does
I's pull costs incurred in one period and puts them
into a next tinme period for consideration. So what
happens with the regul atory asset is you may not be
causing a direct increase in this case, but the next
case, if those costs are included, it's going to be
the cost of service plus whatever those costs and
that regulatory asset would be. | don't support
t hose deviations fromcost of service. Custoners

shoul d pay what the cost of service is. The
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production cost tracker should be rejected.

The deferred depreciation. People talk
about it as water PISA. There's two conponents to
that. Again, that just creates another regulatory
asset. Sane issue with production cost tracker.

Pl ease reject it.

Revenue stabilization nmechanism | heard
this norning -- well, yesterday we tal ked about
revenues. This case isn't about declining revenues.
That's what the revenue stabilization nmechanismis in
t heory supposed to account for. Revenues are stable.
You heard from counsel for M ssouri-Anmerican this
norning, this case is driven by capital spend. It's
not declining revenues. Revenue stabilization
nmechanismis not going to address their declining
spend or their capital spend rather. The RSMt akes
I sol ated factors and noves consideration to another
time frane. We're departing fromcost of service
when we're | ooking at a revenue stabilization
mechanism | urge you to reject it.

The second conponent of ny cost of
service fornmula is the return on plant serving
custoners. That's the RCE. That's the capital
structure. Conpany is asking for a 10.75 percent

RCE. That would be the highest in the state. |'II
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have to check the transcript; | thought it would be

the highest in the country based on exam nati on of
the wtnesses. Anyone that says a 10.75 RCE is
required to provide safe and adequate service or
attract capital to nake investnents to provide
service on an ongoing fashion is just not credible.
They're not. | urge you to reject their RCE request.

For capital structure, in |ooking at the
testinmony, 1'd urge you to |look at OPC s Dave
Murray's testinony. | think his recomendati ons
convincingly show that the American Water capital
structure as adjusted by himis the appropriate
ratemaki ng capital structure for this case. That
I ssue wll have a big inpact on the overall revenue
requirenent. It wll have an inpact on what
custoners ultimately pay after this case.

Third, how custoner classes pay for the
revenue requirenent. Now, this is where | depart
fromOPC or the Comm ssion Staff. | understand their
perspective. This is a big increase. But to ne just
and reasonable rates, as | said, are based on cost of
service. And, you know, in this case we've got a
coupl e cost of service studies. Traditionally that
Is the way we | ook at how costs should be recovered

and allocated to custoners. W try and determ ne
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what cost a custoner class causes and try and

al l ocate that nmuch of the revenue requirenent to that
class. Here the Conpany used a base extra capacity
nmet hod. That's widely accepted in the industry.
MECG s witness Ms. York | ooked at that
and offered sone nodifications that -- that get to
cost of service: Witer treatnent costs for the
fire -- fire protection districts that they are
actually incurring; purchase power costs to show how
purchase power is incurred; distribution costs for
Rate J because Rate J uses different distribution
line lengths so they're not using as nmuch as of the
di stribution system and then class |oad
characteristics, how the systemwas built, who it was
built to serve, who's using the systemlength. Each
of those recommendations by Ms. York gets us cl oser
to cost of service, in ny mnd gets us closer to just
and reasonable rates. The OPC didn't do a study.
The Commi ssion Staff didn't do a study. | urge you
to allocate the revenue request in this case based on
Ms. York's class cost of service recomendati ons.
You' ve got an awesone responsibility in
this or any rate case to set reasonable rates. It's
goi ng to have an inpact on people. It is cruel for

the Conpany to tal k about affordability when they are
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asking for a 10.75 return on equity. It is cruel.

They are wanting a tariff of questionable legality,

rat her than addressing it through the nornal

processes, they're asking for a tariff of

gquestionable legality. Because their rates will be
unaf fordable to 16 percent of their custoners. |It's

ast oni shi ng.

I nstead | urge the Comm ssion to | ook at
the testinony fromthe other nonconpany parties in
this case. Taken together in various conponents the
recomended -- recomended testinony of OPC, of
Staff, of MECG of MEC, of Consuners Council, of
ot her parties, taken together those reconmendations
get us closer to cost of service, get us closer to
just and reasonable rates. The Conpany has seen our
testinmony. The Conpany has seen OPC s testinony, the
Staff's testinony, everybody else's testinony, and it
hasn't been persuasive to them They're not going to
listen to us. | urge you, Comm ssion, to nake them
listen to you. |'m happy to answer any questi ons.

JUDGE SEYER Are there any questions
fromthe conm ssioners?

MR. OPITZ: Thank you.

JUDGE SEYER: M. di zer.

MR, CLIZER | was going to say | believe
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M. Harden has the privilege if he wants to go first.

JUDGE SEYER: Oh, |I'msorry. | didn't
realize you were here in person.

MR. HARDEN: | wouldn't mss by big
opportunity. Thank you. Good norning,

Comm ssioners. M nane is Joshua Harden, and |I'm
here today on behalf of Triunph Foods, LLC to discuss
the continued recognition and approval of Triunph
Foods special service contract with M ssouri-Anmerican
Wat er Conpany. The issue of Triunph's special
service contract is contained in the first
stipulation agreenent that was filed in this case.
And |I'm happy to tell you that it is w thout
opposition in this case. |'mnostly up here to

i ntroduce ny client and this issue to the Conmm ssi on.
We're obviously supportive of the stipulation and
agreenent that was filed, and we urge the Conmm ssion
for its approval.

Triunph Foods is a nmmjor econom c driver
in the St. Joseph -- in St. Joseph, M ssouri and
across its region. |It's the largest industrial water
consuner in Mssouri-Anmerican Water Conpany's service
territory. W enployee over 2,800 people, neking us
one of the largest enployers in the area. CQur

operations contribute significant to the | ocal
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econony w th ongol ng 1 nvestments in infrastructur e,

expansi on projects, and workforce devel opnent. Since
comng to Mssouri, since our inception Triunph Foods
has invested tens of mllions of dollars in our
St. Joseph facility ensuring that we continue to grow
and i nnovate and provide stable and wel |l -payi ng j obs.

The special service contract that Triunph
Foods operates under has been repeatedly reviewed and
approved by this comm ssion, like | said, since 2003.
The termof the contract expires in 2028. This
agreenent ensures that Triunph Foods contributes to
both the variable and fixed costs associated wth our
wat er usage while allow ng our facility to remain
conpetitive in a highly cost-sensitive industry. The
special contract is not only fair, it is also
beneficial to other M ssouri-Anerican Water custoners
as Triunph Foods' contribution help reduce the
overal |l revenue requirenent.

The Comm ssion has previously recogni zed
the i nportance of Triunph Foods' presence in
St. Joseph, particularly as an anchor for economc
devel opnent in a historically significant industrial
area. The availability of a conpetitive water rate
was a decisive factor in Triunph's decision to

establish operations there, and it continues to play
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a critical role in our ability to sustain and expand

our business. The contract ensures that Triunph
Foods renmains a stable and grow ng part of this
community and we urge the Conm ssion to naintain its
| ong-standing recognition of this agreenent in its
final decision in this case.

I n conclusion, Triunph Foods supports
reasonable and fair utility rates, but we al so
enphasi ze the inportance of econom c devel opnent
riders and special service contracts for |arge
I ndustrial consuners like us. W appreciate the
opportunity to present our position, to introduce
oursel ves, and thank the Conmm ssion for its tine and
consi derati on.

JUDGE SEYER: Al right. Yes,
Comm ssi oner Kol kneyer.

COW SSI ONER KOLKMEYER:  Thank you,

Judge.
QUESTI ONS
BY COW SSI ONER KOLKMEYER:

Q Just inquiring, what are sone of the foods
and/ or sonme of the brands that Triunph processes in
St. Joe?

A. Primarily -- | think it's a hundred

percent pork-related products, and Seaboard is one
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of our major holders. |f you |ook at the attachnent
on Brian Collins' testinony, you'll find a |ist of
our -- the various food brands and | abel s that we
have.

COW SSI ONER KOLKMEYER:  Thank you.
JUDGE SEYER  Conmmi ssioner Mtchell.
Sorry.
COW SSI ONER M TCHELL:  Sure.
QUESTI ONS
BY COWM SSI ONER M TCHELL:
Q And since you bought it -- brought it up,

| just want to make sure to confirmthat your client's
speci al service contract does indeed reinburse the
Conpany fully for all of the cost of services that
are triggered by Triunph Foods' operation.

A And then sone | believe, yes.

COW SSI ONER M TCHELL: Thank you.

JUDGE SEYER: Al right. M. dizer.

COW SSI ONER KOLKMEYER:  |' m not | aughi ng
at you, |'mlaughing with you.

MR CLIZER That's okay. No, that's
fine. | deserve to be laughed at too for what it's
wor t h.

May it please the Commi ssion. Once

agai n, good norning, John Cdizer on behalf of the
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OPC. As has sort of been touched on by ot her

W t nesses -- oh, sorry -- other counsel, there was a
bit of a gentlenen's agreenent that we would sort of
hopefully try to avoid the mni openings to the

first issue since we're doing general openings. So
for this one, I'"'mgoing to do basically three parts.
|'"'mgoing to do a short general overview and then |I'm
going to touch on the two issues that are going to be
first up afterwards, so | don't have to cone up a
second tinme and give a mni opening. And | should be
nmovi ng ahead to show you those three parts.

But, so again, we're going to have a
general opening statenents and then I'mgoing to talk
about the discrete adjustnents and then |I'mgoing to
tal k about the water PISA issue.

So general overview. Personally, you
know, | always like to start off on at |east a
positive note when | can. So the first thing | want
to mention is that we have had sone settlenments in
this case. W had two settlenents, in fact. The
first one was able to settle sone | think 34 issues;
it'"s a bit hard to count, depends on how you kind of
shake things out. And that one's unani nous, no
obj ections. And the second one of course is the UAT

and m scel | aneous fees for which there i s an
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objection. And | just want to say with respect to

M. Opitz on behalf of MECG | do thank all of the --
the Intervenors and the parties who are wlling to
come together and work on those, both of those
settlenents, it is inportant for us to recogni ze that

even when there is significant disagreenent, there's

still opportunities for us to reach sone agreenents
on issues. So again, | thank the parties for being
wlling to work on those settl enents.

So with those settlenents, what do we
still have in front of us. WlIl, again, by dollar
anount the three biggest issues in front of you are,
in order, the Rate of Return, the D screte
Adj ustnents which we're about to hear, and the
Support Services which we've already heard. There's
also quite a fewwhat | qualify as non-doll ar issues
that include class cost of service, billing
determ nants, the RSM and water PISA. Now, | want
to say when | say non-dollar, keep in mnd that what
| mean by that is it doesn't have a revenue
requi rement inpact or really shouldn't, but they
still have potential dollar inpacts. | kind of
expl ai ned yesterday with the billing determ nants.

If the billing determ nant is set wong, the Conpany

wi Il either over or under recover. So just keep it
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in mnd when you think non-dollar; it's not doesn't

have an inpact; it's just not supposed to inpact the
revenue requirenent, at |east not in this case.

So what |I'd really like to kind of do is
nore actually than anything focus on the health of
t he Conpany. Because what you heard from M. Cooper
on behalf of M ssouri-Anmerican Water was a dire
pi cture, you know, a concern wth the ability of this
conpany to attract capital, to maintain its
operations. And | don't think that that's really
justified.

The figure you see here is taken from a
February 2024 investor relations report put out by
Aneri can Water Conpany, the parent of M ssouri -
Anmerican Water Conpany. And what you can see is that
Anmerican Water Conpany was touting to its investors
that it succeeded in achieving its 8 percent conpound
annual growth rate of its earnings per share. It is,
and it has been for a while now, achieving its
preferred growh rates. It also discussed how
American Water Conpany as a whol e had added over
90, 000 custoners and had made, oh, about $3.3 billion
in overall investnents. |'mgoing to ask you to keep
that 3.3 billion in mnd for just a second when |

start tal king about M ssouri in particular.
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But | want to take a nonent because

obvi ously there was discussion of earned ROEs and
sort of the concerns, right, into that. Two things.
First of all, you know, this conpany doesn't have to
attract capital the way that it's being descri bed.
This conpany is a wholly-owned subsidiary. It gets
all its capital needs through its parent. So | just
want to kind of like don't -- don't fall into the

m st ake of thinking, oh, we have to go find investors
for us. Renenber, all the noney's com ng through
Anerican Water Conpany. And Anerican Water Conpany
as you can see is doing very, very well. They have
no problem attracting investors.

The other thing | just want to briefly
touch on is the concept of earned ROE or return on
equity. Your return on equity is equal to your total
net incone divided by your equity bal ances. The
i nportant thing to renenber there is that it's net
I ncome which neans it's your total revenues |ess your
expenses. |In between rate cases the Conpany begins
to incur expenses with continued construction costs.
That's what's draggi ng down your earned RCE. It's
not about, you know, do we need a revenue
stabilization nmechani smor anything |ike that.

You' re always going to see a decrease to
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the earned ROE if the construct -- if the utility

conti nues construction in between rate cases because
that is going to encourage or rather create
addi ti onal expenses that aren't yet reflected in
rates. But the Conm ssion has systens in place to
acknow edge those expenses, |ike AFUDC which we'l |
al so kind of discuss today, as well as the WSl RA. So
t he whol e concept of not being an earned RCE is a bit
of a-- it's a msstatenent.

But nmoving on. So we talk about the $3.3
billion in total investnent. How nmuch has been
spent in Mssouri. And as you can see, again, that
same 2024 investor analyst report touted $1.1
billion, billion with a B, in spend here in Mssouri.
And even M. Cooper hinself acknow edged 1.2 billion
i n his opening.

This is a good point to rem nd everybody
that this case doesn't involve significant plant
di sal | owances, so it's not |ike we're up here arguing
whet her or not that 1.1 billion was prudent. W're
letting them keep all of it. But it's also inportant
to renmenber again they're telling you, On, we need
this RSMto attract capital. | don't see that. |If
it was really the case that, you know, we needed all

t hese nechani sns and RSM water Pl SA or they're not
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going to make investnments, would they be making $1.1

billion of investnents now when they don't have an
RSM when they don't have a water PISA. Cdearly,
clearly this conmpany does not have a problem
encouraging its parent to invest heavily in Mssouri.
And you can also see why if you start to
| ook at how M ssouri ranks anong the other states
where it operates. Again, this sanme figure was taken
froman investor analyst report, and there's actually
a copy of this exact figure in the testinony of
Dr. Ceoff Marke. And it sort of highlights the
vari ous nechani snms that M ssouri-Anmerican Water or
rather its parent, American Water Conpany, considers
I nportant froman investor, froma regulatory
standpoint. And what you'll see is that M ssouri
hits nearly every single one of these boxes. In
fact, the only one that Mssouri isn't inis in the
future test year where instead a hybrid test year
according to Anerican Water Conpany and even now
there's |l egislation noving down the street that would
push us into the future test year category.
Again, Dr. Marke conpiled this chart
whi ch you can find in his testinony that shows where
M ssouri ranks in terns of these regulatory favorable

mechani sms. And M ssouri iIs five and a hal f out of
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si x, about to potentially becone six out of six.

This is a favorable state. Anerican Water recogni zes
that which is why the Conpany has al ready invested
$1.1 billion without an RSM w thout water PISA. You
do not need to keep giving new things to the Conpany
to encourage investnent. |It's already com ng.

So this is a quick conclusion of the
general overview. Once again, we have already had an
enor nous anount of capital invested in Mssouri. And
this i s because Anerican Water Wrks Conpany, the
parent, clearly sees Mssouri as a highly favorable
regul atory environnent. Wat the Conpany now is
asking for is just icing on top of the cake. They
al ready have a WSl RA. They're about to have future
test year. Now they need the RSM Now they need a
water PISA. |f you grant themthese things, the next
time they cone back, it'll be even nore. That is the
nodus operandi of this conpany MAWC s custoners
cannot sustain that kind of constant addition,
constant give. There has to be alimt.

Al right. Wth that |'mnow going to
nove into the two specific topics that are going to
be addressed first today, starting wth Discrete
Adjustnents. What is a discrete adjustnent. W

often refer to themas an isol ated adj ustnent.
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Effectively what it is is we have a test year and

then we have a true-up period, but sonetines there's
sonet hi ng that happens beyond the true-up period that
we know i s going to happen and because we know it's
going to happen we're allowed to put it into the test
year or into the case.

| think one of the best exanples of this
woul d be let's say you have a union contract. And
that union contract guarantees an increase to payroll
outside the test year. W knowit's going to happen
because it's part of the contract. It's not |ike
we -- but it's outside the test year, so we can
include it. W call that standard known and
neasurable. That's the standard the Conm ssion staff
al ways enploys. Do we know it's going to happen.

Can we neasure it.

Now, the problemin this case starts with
what the Conpany's asking to discretely adjust. And
|"mnot going to read all these itens, but you can
see here. M ssouri-Anmerican Water tried to sugarcoat
it by saying, Oh, it's four or five different things.
Really those are four or five big groups. If you

start | ooking at the nunber of things that they want

to increase, which | literally couldn't fit on one
page w thout making the text ill egi ble because, as
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you can see, it's actually just about every single

cost conponent that goes into a case. And again,
that list as was already identified in Ms. Bolin's
t esti nony.

The Conpany is not asking for discrete
I sol ated adjustnents. The Conpany's asking to update
its entire case nore or |ess through May 31st, the
effective date of rates in this case. And you all
cannot determ ne whet her those adjustnents are known
and neasurable at that tine. At this tine. And the
reason for that is because there is actually no real
evi dence before the Conm ssion right now to support
these adjustnents. The only thing right now in
testinony evidence is a supplenental testinony by
M. Brian LaGrand that has a sheet that shows you
the full total dollar anbunts. The actual evidence
t hat was supposed to be supporting these,
according to M. LaGand's surrebuttal testinony, was
to be provided in true-up information which was
January 31st, 2025.

And | want to point out to the
Comm ssion, this actually creates an evidentiary
probl em because the information, the evidence that
was supposed to support this true-up information, or

rather, sorry, the discrete adjustnents, was actually
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supplied 21 days after the | ast opportunity for
non-conpany parties to file testinony. This is a
serious concern to ne because it neans that the
non- conpany parties have not had an opportunity to
file testinony in this case regarding the discrete
adj ust nent evi dence that was supplied as part of the
true-up information.

Despite all that, the OPC does have one
m nor adjustnment to this. At the beginning of this
case we sent DRs to the Conpany that basically asked
for proforma estimates regarding their discrete
adj ustnments. And based on that information, the
OPC s witness, M. John Robinett was able to
determ ne that they thought there was an error in the
depreci ation reserve bal ances. W believe that error
to be about $5 mllion. And I just want to point out
really quick, that's five mllion of depreciation

reserve which neans it's rate base. So it's not five

mllion of revenue requirenent. You'd nultiply that
five mllion by the rate of return which if we say
is -- let's say roughly, | don't know, 6 percent for

exanple, you're actually only tal king about $400, 000
or less in revenue requirenent. So it's not a |large
anount by any stretch, but it is sonething that we

identified.
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So, and we al so, again, we're struggling

to find it. W don't think the Conpany actually
responded to M. Robinett's disallowance. So our
position first and forenost is that you should not be
al l owi ng these discrete adjustnents because they're
not really discrete adjustnents. These aren't

speci fic known and neasurabl e changes. This is an
attenpt to update the entire case. And there really
isn't any evidence in front of the Comm ssion because
it was all just provided as part of the true-up
information well after testinony had cl osed.

However, if you do decide to allow the
di screte adjustnents, we woul d encourage you to make
M. Robinett's $5 nmillion adjustnent to reserve
bal ances.

The very last issue that | want to bring
up or discuss is the water PISA. | use the term
"water PISA. " The Conpany prefers the term
"deferrals.” But the reality is it is PISA So
let's really quick, what is PISA. PISA stands for
plant in service accounting. And the short version
is that it's a nechanismthat allows you to defer
part of the return of and return on a plant after it
has been put into service but before it goes into

rates. And this is exactly what the Conpany is
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asking for. They want to defer part of the return of

and the return on plant after it goes into service
but before it is put into rates.

The problemis that there's only one
statute in Mssouri right now that allows PISA and
it's section 393.1400. This is the electric PISA
statute. It only applies to electric utilities. It
only allows 85 percent of the deferrals to be put
into the accounts. It has a specific list of
qualifying electric plant. And | want to point out
the first thing you think of when you think of that
is it prevents you fromputting in gas fire and |
believe nuclear, I'mnot sure on that, but it also
I ncl udes a prohibition of including plant to add new
custoners. That's actually a -- it's a m nor point,
but that's a prohibition in the electric statute.
You can't have PISA on plant to add new custoners.
There's also a couple other restrictions and
prot ections.

What is M ssouri-Anmerican Water asking
for. Well, to start off with they're not an electric
corporation. They're requesting nore than the 85
percent deferral allowed for electric corporations.
They're asking for no restrictions whatsoever. And

they've elimnated all of the other protections and
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restrictions that would apply under the statutory

PI SA for electric.

There is a phrase that is used in the
law, and this is where, you know, |awers |ove to be
fancy and throw around their Latin. Expressio unius
est exclusiois alterius which just really neans the
expression of one thing is the exclusion of the
other. And I'mnot going to read that big quote to
you. That's just show ng that this Conm ssion has
identified and used that |egal standard in the past.

What the |legal standard neans in sinple
ternms is that if you have a statute that says X
you' re supposed to interpret that to nmean not not X
or rather everything that is in it excludes
everything that's out of it. \Wat that neans in this
case is that if you have a statute that says you can
do this for electric, that should be interpreted to
nmean you can't do it for anybody who isn't an
el ectric corporation.

And to really kind of drive this point
home, 1'd like you all to engage in just a sinple
t hought experinent for ne. |Inmagine for a second that
you all agree to give M ssouri-Anmerican Water its
deferrals today. Tonorrow Aneren M ssouri cones in

here and says, W saw what you just gave MAWC. W
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want the exact sane thing. Let's say tonorrow Aneren

M ssouri says, W want a hundred percent deferral of
all return of and on all of our investnents w thout
restrictions. Wat's going to happen. Staff, the
OPC, MECG we're all going to junp up and say, You
can't do that. There's a statute that Iimts what
you can put in PlISA

I f you all reach the conclusion that you
couldn't give Aneren what the Conpany's requesting
because Aneren has a statute that allows themto do
Pl SA, why on earth would you reach the concl usi on
that M ssouri-Anerican Water should be able to do it
Wi thout a statute. Do you see how backwards that is.
Aneren had to go get the blessing of the |egislature.
And | should say Evergy, Liberty, all the electric
corporations had to go get the blessing of the
| egislature to be able to do these deferrals. And
the legislature put restrictions on them and that was
part of the negotiated agreenent that occurred there.
M ssouri-Anmerican Water wants you to all sidestep the
| egi sl ature and gi ve them sonet hing that they have
not gotten the blessing for and which they have no
| egal right for.

Al right. That concludes ny argunents

on all those issues. Are there any questions?
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COW SSI ONER KOLKMEYER:  |' m good.

MR, CLIZER |'mnot seeing any, so I'm
going to step down.

JUDGE SEYER: All right. Let's take
about a ten-mnute break. W'Il|l be back on the
record at 10:25. So we are off the record.

(O f the record.)

JUDGE SEYER: Al right. Let's go back
on the record. WM. Cooper, call your first wtness.

MR. COOPER  Thank you, your Honor. W
woul d call Richard Svindl and.

JUDGE SEYER: Wbul d you raise your right
hand.

(Wtness sworn).

RI CHARD SVI NDLAND,
the w tness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER: Thank you.

DI RECT EXAM NATI ON
BY MR COOPER

Q Pl ease state your nane.
A. Ri chard Svi ndl and.
Q By whom are you enpl oyed and i n what
capacity?
A M ssouri - Aneri can Water Conpany as its
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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presi dent .

Q Have you caused to be prepared for the
purposes of this proceeding certain direct testinony
and certain rebuttal/surrebuttal and sur-surrebuttal
testinony in gquestion-and-answer fornf

A | have.

Q s it your understandi ng that that
testi nony has been marked as Exhibits 25 and 26 for
i dentification?

A. Yes.

Q If | were -- well, et nme start with this.
Do you have any changes that you would |ike to nmake
to that testinony at this tine?

A. No changes.

Q If | were to ask you the questions which
are contained in Exhibits 25 and 26 today, would your
answers be the sane?

A. They woul d.

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

A They are.

MR. COOPER  Your Honor, | would offer
Exhi bits 25 and 26 into evidence and tender
M. Svindland for cross-exam nation.

JUDGE SEYER: Are there any objections?
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All right. Then | will admt Exhibits 25 and 26.

(Conpany Exhibits 25 and 26 were admtted
and made a part of the record.)

JUDCGE SEYER: Ms. Aslin, do you have any
Cross?

M5. ASLIN. No questions.

JUDGE SEYER M. dizer?

MR, CLIZER  No questions, thank you,
your Honor.

JUDGE SEYER: M. Cof fman?

MR. COFFMAN: No questions, your Honor.

JUDGE SEYER M. Qpitz?

MR. OPITZ: No, thank you, your Honor.

JUDGE SEYER  Are there any questions
fromthe conm ssioners?

COW SSI ONER KOLKMEYER:  No.

JUDGE SEYER: Al right. | have no
guestions nyself. So thank you. You're free to step
down.

THE WTNESS: That was interesting.

COW SSI ONER KOLKMEYER:  Sorry we were so
hard on you.

JUDGE SEYER: M. Cooper, who isS your
next w tness?

MR COOPER: W would call M. Brian
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LaG and.
JUDGE SEYER: Al right.
(Wtness previously sworn).
BRI AN LAGRAND,
the w tness, having been first duly sworn,
testified as foll ows:
JUDGE SEYER: M. LaGrand has previously

been sworn in, so, M. Cooper, go ahead.

MR COOPER: | don't know that he has,
your Honor. | think | need to -- oh, I'"'msorry, he
has. Gven that, | wll offer M. -- or tender

M. LaG and for cross-exani nation.
JUDGE SEYER Ms. Aslin?
M5. ASLIN.  No questions, thank you.
JUDGE SEYER M. dizer?
MR. CLIZER  No questions, thank you.
JUDGE SEYER: M. Cof f man?
MR. COFFMAN: No questi ons.
JUDGE SEYER M. Opitz.
MR. OPITZ: No, thank you, your Honor.
JUDGE SEYER: Sorry, M. Harden, |

ski pped over you |l ast nane. Any questions this tine?
MR. HARDEN: No. And none for last tine.
JUDCGE SEYER: Any questions fromthe

comm ssioners for M. LaG and?
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COW SSI ONER M TCHELL: | do, your Honor.

JUDGE SEYER: Yes, Comm ssioner Mtchell.
QUESTI ONS
BY COW SSI ONER M TCHELL.:

Q In your direct testinony you nade a
statenent that, and it was sonething to the effect
that the -- the regulatory environnent in the state
of Mssouri makes it virtually inpossible for a
wat er/ wastewater utility to earn its authorized
return. And could you el aborate on that just a bit?
What are your say two or three top concerns about the
regul atory environnent in M ssouri?

A Sure. Thank you for the question,

Comm ssioner. | think the biggest driver of the
shortfall that the Conpany experiences between what
our actual return is and, you know, what is a
reasonable return is certainly the regulatory | ag
that we -- that we experience. So that -- that is
certainly the big driver. And that's, you know, due
to the investnent that we nake and the tine in which
we -- the delay fromwhen we place assets into
service and when they're first recovered in rates

ei ther through WSl RA which mtigates | ag but does not
elimnate it or things that are not WSl RA eligible

when they're -- up until the next rate case.

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

. Page 62
Yeah. | think there are -- there are, you

know, challenges. You know, we've tal ked about
capital structure, how Mssouri is relative to other
states. | think in -- in one of the data requests |
sponsored -- sponsored, data request 47, we show how
M ssouri conpares to our other states in that, so
that's certainly a chall enge.

The -- so, you know, the lag is certainly
the biggest thing. You know, the -- the test year,
nost of American Water affiliate states use a future
test year. W've talked that. And is -- | think
soneone alluded to earlier, there is sone |egislation
I n process that may, you know, may address that, that
concern. So | think it's really -- it's primarily
the lag driven by the investnent, Comm ssioner.

Q Ckay. And is it true to say that the
WSl RA nechani sm reduces that |ag?

A. Yes, it absolutely does. And | think on
nmy -- in ny direct testinony | think | showed that
our average return over the |last ten years was 8. 31
percent and that -- that does include the WBIRA. If
you did not have WSIRA in there, that 8.31 percent
woul d be lower. And while the -- while the Conpany
does not have a Conmi ssion ordered return, you know,

an RCE in the | ast several cases, you know, 8.31 is
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certainly |l ower than any other, you know,

significantly | ower than any other party has proposed
in this case.

COW SSI ONER M TCHELL: Thank you. That
answers ny questions.

THE WTNESS: Sure, you're wel cone.

CHAI R HAHN: Judge Seyer, Chair Hahn.
do have a comment for M. LaG and.

THE W TNESS: Yes, ma' am

CHAIR HAHN: And this could have been al so
equally said during M. Svindland' s testinony, but
|'ve been weighing on it for a bit. And because
Comm ssioner Mtchell asked about the regulatory
environnent in Mssouri, howit may or may not
conpare, | think it's inportant, | think the
Comm ssion really wants to continue to have
constructive rate case outcones. And in this case |
think that nmany of the positions that the Conpany has
put forth definitely nake that significantly nore
difficult.

So with that I would sinply request that
the Conpany revisit its positions on issues. | nean,
we'll continue to hear the case, continue to eval uate
I ssue by issue, but I think we all want a

constructive outcone. And so | would just nake that
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request. Thank you.
JUDGE SEYER: Al right.
QUESTI ONS
BY JUDGE SEYER
Q M. LaGrand, | have several questions and

many of themare related to your supplenental direct

testinony that was filed in Septenber, so.

A kay.
Q | f you can refer to that.
A. Sure. Ckay, |I'mthere.
Q On page 3 on the topic of discrete
adj ustnments on page -- or on line 19, 18 and 19, you

say that these are adjustnents are detailed in
schedule BW.-1. | don't see a schedule BW-1, so ny
question is, is the table that's, | would say if it
was printed out, it would be two pages, is that --
shoul d that be considered schedule BW-1?

A. Yes, your Honor, that should be. It's
al so not marked that way on ny -- on ny copy so that
appears to have been an oversight on our part.

Q Ckay. So that is right at the end of your

testinmony. Correct?

A Yes, that's correct. M apol ogi es.
Q Ckay. |If we look at that table, I'm
l aughing -- |I'mlaughing at nyself because | al ways
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print these front and back and | kind of w sh |

woul dn't have printed this one front and back. |Is
it accurate for the Discrete Adjustnents columm in
that schedul e every itemthat does not have zero in
that colum woul d have an adjustnent to the
Decenber 31st, 2024 true-up anount for the period
January 1st, '25 through May 31st, '25?

A. Yes.

Q Ckay. How are the discrete adjustnents
i ncluded in your supplenental direct testinony? How
are they cal cul at ed?

A. Well, so the discrete adjustnent anmounts
I ncluded there are the anmounts that were included in
our initial filing back in July of 2024. And so just
as an exanple, the plant in service, it shows $150.8
mllion of discrete adjustnent. And that is the
anmount of the -- in the work papers all the rate base
expenses are all schedul ed out by nonth. And so
that's the anmount from January through May that was
in our initial filing.

Q Ckay. And so are you saying that if | go
through -- through the entirety of these two pages

and down that colum, the Discrete Adjustnents

colum, | should be able to find identical nunbers --
well, | say identical nunbers -- January through My
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should add to up what's in this colum in previously

filed testinony at the start of this case?
A Yes. There were a coupl e exceptions that

| noted in the testinony.

Q Ckay.

A Should | -- would you like ne to go over
t hose?

Q Sure. | nean, yeah

A. kay. So there was -- there was one --

there was a correction on sone of the revenue itens
that | explained. And they had to do with the anount
of revenue that was attributed to the industrials.
And there was a correction, incone taxes. And there
was a sign that had been the wong way initially on a
few of the snmaller rate base itens. And so those
were all corrected.

The other thing that was changed was
our -- |ater our cost of capital. And we wanted to
reflect the fact that we had -- that since the
initial filing, we had gotten approval to take on
sone state revolving funds | oans. And so we
reflected that in our -- the timng, the expected
timng of that was reflected in our -- in our
proj ected debt that we would have. So that was not

inour initial filing. W wanted to include that to
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be nore representative of what woul d actually take
pl ace.

Q Ckay. Wuld you agree that at the
tinme you filed this in Septenber, the anpbunts in
the columm | abel ed Di screte Adjustnents are not
actual 20 -- May 31st, 2025 anounts?

A Yes, | would agree with that.

Q Ckay. If I can direct your attention to

t he second page of that table, about three-quarters
of the way down, Present Rate Revenue. So that is

just under that --

A Under the header?

Q Yeah. There you go.

A Uh- huh

Q What is the present rate revenue in the

true-up 12/31/24 colum, that anmount of $460, 643, 0917
A So that represents the -- the revenue that

we generated with the rates that are currently in

effect based on the billing determ nants at that
poi nt .
Q Ckay. And the figure just to the right,

t hat negative 7,030, 141?
A Right. So that -- so that's the
di fference between -- so the May 31, '25 present

revenue is the revenue at today's rates based on the
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billing determ nants through May. So it's just the

difference in the -- in the billing determ nants.

It's the sane rate in both of those.

Q Col um A m nus colum B --

A Yes.

Q -- mnus --

A. Exactly.

Q -- colum C?

A. Yes.

Q s it Mssouri-Anerican's intent to

provi de any additional actual anounts for discrete
adjustnments prior to the operation of |law date in
this case? And if so, when wll that information be
filed and what evidence will be included?

A Wll, we had -- we had -- in ny, | believe
it was in ny direct testinony, we had offered a
reconciliation at the end of it to show that any
anounts that were put in service in plants, you know,
were actually placed in service. So that we -- so
that way the custoners aren't paying for plant that's
not actually in service. And we can certainly
provide -- you know, |I know there's concerns about
havi ng the anmount of tinme to reviewit, and the
Conpany can currently provide, you know, periodic

updates to actuals if parties would find that
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hel pful .

Q Publ i ¢ Counsel w tness John Robinett in
his direct testinony on page 4 he states that the
Conpany seeks to defer assets related to new
custoners whet her by main and service |ine extensions

or through the purchase of other water/wastewater

syst ens.
Wul d you agree with that statenent?
A Wll, so first | don't have his testinony
in front of nme, but the -- so the discrete

adj ustnments i nclude, you know, our expected spend.
That does not include -- those nunbers do not include
any potential acquisitions. W had tal ked about sone
very small acquisitions | think in nmy -- ny rebuttal

testinmony. And | guess those would include, to the

extent there was any custonmer growth, | suppose that
could -- that mght be in there, but there's --
that's -- if thereis, it's a very small piece of
the -- of the anmpunt of investnent.

Q Okay. Wien it cones to that schedule, is

it okay if | refer to it as schedule BW?

A. Sure, yes.

Q When it conmes to that schedule, in that
true-up colum, has M ssouri-Anerican updated any of

those figures since you filed that in Septenber?
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A Yes. So when we provided the true-up data

in -- on January 31st, the information provi ded

there, not in this exact sane -- not this exact sane

schedul e, but all that information has been -- was

updated wth, you know, with what was the actual
true-up at the tine. This, of course, was an
estimate of the true-up since it was done in
Sept enber .
Q kay. And will these -- will these
anounts be updated in true-up testinony?
A Yes. Those are ny intention was to
I ncl ude a schedul e, you know, essentially identical
to this with, you know, when |I file true-up
testi nony, vyes.
JUDCGE SEYER: Ckay. Al right. Those
are -- those are ny questions. And I'll ask
Ms. Aslin, do you have any recross?
M5. ASLIN. No questions.
JUDGE SEYER: Al right. M. dizer, any

recross?
MR, CLIZER  No questions, thank you.
JUDGE SEYER: M. Opitz is shaking his
head. | don't see M. Coffman. Al right. Any

redi rect by the Conpany?
MR. COOPER  Yes, your Honor. | have a
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docunent that | want to mark for identification if we

could. M. LaGand had nentioned DR 47 in his
response to Conm ssioner Mtchell. 1'd like to mark
that DR 47 at this tinme, and at this tinme provide a
copy to the witness. Your Honor, | think I -- |
st opped before | actually noved on to the nunber. |
believe it's Exhibit 30. Wuld that be consi stent
W th your --
JUDGE SEYER: Correct.
MR. COOPER  -- list?
REDI RECT EXAM NATI ON
BY MR COOPER
Q M. LaGrand, do you have before you what's

now been marked as Exhibit 307

A. Yes, | do.

Q | believe in your response to Conm ssi oner
Mtchell you had nentioned DR 47. |Is that correct?

A. That is correct.

Q And is this that, the docunent you were

ref erenci ng?
A Yes.
MR, COOPER Ckay. At this tinme | would
like to offer DR 47, your Honor.
MR. CLIZER Can | have one nonent ?
JUDGE SEYER:  Sure.
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MR CLIZER Yes. | wll object to this.
Just a couple of mnor things up front. First of
all, I will note the Conm ssion had -- sorry -- the

Conpany's attenpting to admt a docunent that it is
providing its own response on for which it objected
toin the first case. | just find that kind of
ironic. But nore to the point, nunbers contained in
this docunent include, for exanple, M ssouri-Anmerican
Wat er which has a return -- ROE that is not actually
aut hori zed because that nunber is part of a black box
settlenment. So the information being conveyed here
Is already wong on its face. Al so because of the
mechani sm by which the information i s being
presented, we would not have an opportunity to cross
M. LaGand to prove that point.

JUDGE SEYER: M. Cooper?

MR. COOPER  Yeah, your Honor. Your
Honor, | think that again it's being provide here for
M. -- it's further explanation or background of what
M. LaGand referred to in his earlier testinony, so
| think it is appropriate at this point for himto --
or to admt this docunent. | do note that
M. LaG and was the sponsor of this docunent and thus
he can -- it's his information | guess is the point.

It's unlike what we had tal ked about previously.
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JUDGE SEYER: Wuld you allow cross-
exam nation on this docunent al one?
MR, COOPER  Well, | don't think it
woul d be -- first off it's not up tonme to allowit |
suppose, but | don't think it's appropriate in this
situation. | nean, we're on redirect. | think it's
being offered in the order that it should have been.
And so | guess that would be ny response, your Honor.
MR CLIZER May | respond to that point?
JUDGE SEYER: Was that you? Sorry. Yes.
MR, CLIZER  Again, | note that this is
i nformati on being provided by M ssouri-Anerican Wter
and the date of which it was provided appears to
be -- well, it was requested July 3rd of 2024. It
seens very odd that this is the point at which they
want to introduce new testinony evidence into the
record considering that they had two rounds of
testinony in which they could have provided this
information if they so choose. To suggest now after
he's been exam ned or provided cross-examnation to
suppl enent his testinony by addi ng new i nformation
that coul d have been added in either two previous
rounds of witten testinony, it seens to be a gross
I njustice.

MR, OPITZ: Your Honor, this is TimOQpitz
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fromMECG |'mconsidering in joining MECG s

obj ection, but can | have perm ssion to voir dire the
W tness on this exhibit before | nmake a decision on
t hat ?
JUDGE SEYER  Yes.
VO R DI RE EXAM NATI ON
BY VMR OPI TZ:

Q M. LaGand, this exhibit, and | forget
t he nunber --

JUDGE SEYER: It's Exhibit 30. It has
been mar ked.
BY MR OPI TZ:

Q It includes a M ssouri-Anmerican Water |ine
itemon the second page that lists a 9.6 authorized
return on equity for the rate case WR-2022-0303. Is
that correct?

A Did you say that includes a 9.67?

Q | -- sorry, I'"'mlining up. No. It |ooks
like it's a 9.75. |Is that right?

A. Yes. That is what it says, yes.

Q And that is the -- that rate case is the
Conpany's nost recent rate case. |Is that right?

A Yes. And | wll note there's a footnote

that's inportant.

Q You would -- so you agree that that case
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was settled with a black box agreenent that didn't

speci fy the ROE?
A Yes, that's correct.

MR, OPITZ: Your Honor, | guess at this
time I would join in that objection by OPC. The
I nformation requested in this data request was all
aut hori zed returns. You know, this doesn't appear to
be an authorized return in that docunent, so | would
just join in OPC s objection.

MR. COOPER: Your Honor, to -- well,
actually M. LaGrand's testinony there as a part of
t hat exchange, the docunent is footnoted, and the
information that M. Qpitz is worried about is
footnoted and explained in that docunent. So | don't
think there's any m srepresentati on once one revi ews
that -- that information.

| don't believe that the timng is an
appropriate objection. | nean, there was an
obj ection that the Conpany was suppl enenting the
record. | don't think it is in this situation
because of howit's played out, but I'd also note
that, you know, we had a coupl e of objections about
friendly cross previously which is essentially an
obj ection to supplenenting the record and where the

Conpany al so had no opportunity respond to that
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because of the order of cross. So | don't know that

that is again a determning factor in the adm ssion
of this docunent.

JUDGE SEYER: Al right. [I'mgoing to
sustain the objection and Exhibit 30 will not cone
I nto evi dence.

BY MR COOPER

Q M. LaGand -- M. LaGand, you were -- as
a part of the answer that we referred to before, you
were explaining | think regulatory lag and its
I npacts. Could you talk a [ittle bit about the, |
guess particularly how that relates to the discrete
adj ustments that have been proposed as to plant in
this case?

A Sure. What the discrete adjustnents do is
that without the discrete adjustnments what w ||
happen is the investnents that are nade -- are pl aced
in service rather after Decenber 31 of 2024, you
know, those investnents will experience |lag until
they're placed into rates. Now, sone of those wl|
be picked up in a future WSl RA, but by including the
discrete -- the discrete adjustnents, that addresses
the lag that woul d be experienced between January
of 2024 -- or 2025, excuse ne, through May of ' 25.

Q And you were here for ny opening statenent
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| suppose. Right?

A. Yes.

Q And | made the comment that sone of the
those investnents are in service today. Wuld that
be accurate?

A. Yes, that's true.

Q Ckay. And would you say that not only are

they in service, but that the information related to
their cost is also avail abl e?

A. Yes.

Q The judge asked you sone questions about
the present rate revenues |ine of your BW.-1. Do you
remenber that?

A. Yes.

Q And just so -- well, so | understand,
one, and then hopefully others, when you tal ked about
the $460 mllion figure for present rate revenue as
of the true-up 12/31/2024, obviously your filing
predated that, so it wasn't actual revenue. But even
post the end of the true-up date wll that nunber
necessarily be the actual revenue that was received
by the Conpany during that cal endar year, or wll it
be a normalized anount of revenue for purposes of
setting the rate?

A. Yes. So it would be nornualized. [t woul d
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not just be the actual 12/31/24 revenue.

Q And that's the significance of the billing
determ nants that you referenced as well. Right?

A Correct.

Q And you may have touched on this a little

bit, but you were asked a question about your true-up
testinmony that's com ng up qui cker than we would
like.

A. Yes.

Q Ckay. And as a part of that process there

wi |l be an opportunity to respond to your testinony

as well. Correct?
A | believe so.
MR, CLIZER Actually I wll -- that's
not really an object -- you know what, can | query

the judge if that's accurate, just because the
procedural schedule that |I'm aware of doesn't include
a response to the direct testinony for true-up. And
if it is, in fact, the case, I want to nake sure
that's cleared up on the schedul e.

JUDCGE SEYER: Are you referring to the
heari ng schedul e?

MR, CLIZER  The procedural schedul e at
| ar ge.

JUDGE SEYER: Al right. Can you neke
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t hat point again since |I've got the procedural

schedule in front of nme now

MR CLIZER  Does the procedural schedul e
al low for a responsive round of true-up testinony?

MR. COOPER  Judge, |I'm | ooking at the
schedule as well and | don't see it on there,
al though it would have been ny intent and I would
have t hought the parties intent to have responsive
testi nony, but.

MR CLIZER |I'mgoing to -- | didn't
actually | odge an objection. 1'mgoing to take up

a matter as soon as M. LaG and | eaves the stage

that -- stage -- |leaves the stand with regard to that
point then if you won't mnd. But | will -- | didn't
rai se an objection, so I'll -- yeah.

JUDGE SEYER:  Ckay.
BY MR COOPER

Q Let me -- let me back up then a little
bit. The information that you will provide in that
true-up testinony will largely be the information

that was provided to the parties at the end of

January of this year. |s that correct?
A. Yes.
MR COOPER | don't have any ot her

guestions, your Honor.
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JUDGE SEYER: Al right. Thank you,
M. LaGand. Al right. So are we ready for Wtness
Bolin? Good norning, M. Bolin.

M5. BOLIN.  Good norning.

JUDCGE SEYER: Pl ease raise your right
hand.

(Wtness sworn).

KI MBERLY BOLI N,
the w tness, having been first duly sworn,

testified as foll ows:

Wt ness sworn.

JUDGE SEYER: Ckay. Go ahead.

M5. ASLIN. Before | begin, yesterday
Staff filed corrected direct and rebuttal testinony
of KimBolin, and | would like to mark that. |
bel i eve our next exhibit nunber is 229.

JUDGE SEYER: Yes, that's what | show

M5. ASLIN. Ckay. Thank you.

DI RECT EXAM NATI ON
BY MS. ASLIN:
Q Ms. Bolin, could you pl ease state and

spell your nanme for the court reporter.

A My nane is Kinberly Bolin, K-i-mb-e-r-1|-y
B-o-1-i-n.
Q And how are you enpl oyed and i n what
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capacity?

A | "' m enpl oyed by the M ssouri Public
Service Commission. | amthe director of the
financi al and busi ness anal ysi s division.

Q And did you prepare corrected direct,
slash, rebuttal testinony that has now been marked as
Exhi bit 229 and cross-surrebuttal testinony nmarked as
Exhi bit 2187

A | did.

Q Do you have any corrections to your
testi nony?

A. | do not.

Q And if | were to ask you the sane
questions contained in your testinony today would
your answers be the sane or substantially simlar?

A They woul d.

Q The information contained in your
testinony true and correct to the best of your
know edge and belief?

A. Yes.

M5. ASLIN. | would offer Exhibits 218
and 229 into evidence and tender Ms. Bolin for cross.

JUDGE SEYER: |Is there any objection to
the adm ssion of those docunents? Hearing none, 218

and 229 are adm tt ed.

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179




© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

Co . Page 82
(Staff Exhibits 218 and 229 were admtted

and made a part of the record.)
JUDGE SEYER: Al right. Any cross on
behal f of the Conpany.
MR. COOPER  Yes, your Honor.
CROSS- EXAM NATI ON
BY MR COOPER
Q Ms. Bolin, it looked to ne |ike your
corrected testinony maintained all pretty much the
sane page nunbers and line nunbers for the spots that
were not changed. Wuld you agree with that?
A | woul d.
Q Good. Because | had highlighted your
ot her testinony before | got the new testinony.
In your direct, slash, rebuttal testinony,
you state that Staff is not generally opposed to
di screte adjustnents that occur past the true-up
period if the adjustnment is known and neasurabl e and
if the timng of the event does not skew the natching

principle. Correct?

A What page is that on?

Q Page 12, lines 4 to 9 | believe.

A That's what it says, yes.

Q Now, if | understand your testinony

correctly, Staff believes that these conditions are
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net for | abor expense discrete adjustnents for nerit

I ncreases for nonbargaining unit enpl oyees that were

anticipated in February of 2025. |Is that correct?
A. We woul d use the nbst updated payrol |

i nformation including the positions that are fill ed.

We woul d not apply these to the unfilled positions.

Q But you do plan to do that --

A e --

Q -- if there's sone roll-out dollars
associated as well. R ght?

A That is correct.

Q Now, other than |abor and the enpl oyee

benefits expenses, has Staff identified any other
di screte adjustnents that would fit your criteria?

A. We have not had tine to exam ne everything
Wi th preparing for the hearing, but we will exam ne

ot her i ssues.

Q So that's still a possibility?
A It may be if it's known and neasurabl e.
Q And, well, let ne ask it this way. In

t hese discrete adjustnents, the | abor and enpl oyee

benefits expenses and then any other you m ght find

woul d then be included at what point in your nunbers?
A. In our true-up. If it is verifiable by

true-up, known and neasured.
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Q And when you say true-up, by the true-up
heari ng?

A | woul d assune the true-up direct
t esti nony.

Q O your response if there is one?

A Excuse ne?

Q You also in your direct/rebuttal testinony

on page 10 state, Not all of the actual costs
incurred for all the plant that is to be placed in
service between the true-up date and the operation of
| aw date will be known or neasurable at the tine of
t he Conpany's dec -- the Conmm ssion's decision in
this case, especially if any of the plant is placed
into service shortly before May 31st. Correct?

A Correct.

Q When do you expects the Conm ssion's

decision in this case?

A. |"mnot sure. | don't --

Q Sonetine --

A. -- have the procedural --

Q Sonetine before the operation of | aw date?
A Yes. | don't have the procedural schedule

in front of ne.
Q Now, and you've heard ne say this |

guess both in ny opening and in questioning with
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M. LaGand on redirect. But you'd agree as

wel |, wouldn't you, that M ssouri-Anerican has and
wi Il have plant that goes into service or even has
gone into service between Decenber 31st of 2024 and
May 28th of 20257

A. They will have plant that goes into
service. However, the books will not be closed. It
takes a while to close the books and to get us the
information and review it is the issue.

Q Yeah. So you're not really tal king about
necessarily whether it should be included; you're

tal ki ng about sort of the |ogistics --

A The | ogistics of the --

Q -- of --

A -- our review --

Q -- including --

A Yes.

Q In your mind if plant went into service by

January the 15th -- on January 15th of this year,
woul d you have that opportunity to review?

A | mnot sure we would have enough tinme to
review t hat.

Q So fromyour -- your sort of |ogistical
perspective, does that nean that you're thinking now

that none of that plant will fit your definition?
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A. It depends the size of the plant, the

cost. We'd have to review prudency. There's a |lot of
I ssues involved there.

Q Now, that having been said, you' d agree
that that plant once placed into service, again, wll
no | onger be collecting AFUDC and the Conpany w ||
have started expensing or started its depreciation

expense. Correct?

A That is correct. But the plant, if you
retire -- if you replace that plant, that retired
plant wll still be in the rates.

Q You tal k about Section 393. 1400 RSM,

correct, in your testinony?

A Coul d you point nme to the page | discuss
t hat ?
Q Well, it's in your -- | think in your

cross-rebuttal, pretty nuch throughout your cross-

rebuttal | would say.
A Ckay. |'mthere.
Q And that's been referred to as the PI SA

statute. R ght?

A That is correct.

Q And it involves electric plant as has been
said several tines today. R ght?

A Yes.
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Q Wul d you agree with ne that historically

anot her nane for what's being treated as plant in
servi ce accounting was construction accounting?

A W have used that term al so.

Q And woul d you agree that prior to the
enact nent of Section 393. 1400, the Conm ssion ordered
the use of construction accounting in various cases?

A We have used construction accounting in
ot her cases, but we have al so had other paraneters in
the construction accounting, such as a | ower anount
of ROE to use to determ ne the carrying cost. And
we' ve al so put paranmeters on the anmount, the tine
frame on which it could be coll ected.

Q And so that's a yes. R ght?

A. It's yes, but we have -- we've al so put
ot her conditions around it.

Q Did you propose any of those conditions in
this case?

A No, | did not.

Q Now, as to the deferral nmechanismthat is
bei ng proposed by the Conpany, again, we're talking
about plant investnent. Correct?

A That is correct.

Q And | believe previously you tal ked about

regulatory lag and that it serves as an inportant
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incentive on the utility to be as cost consci ous and

efficient over tinme as possible in order to maintain
its earnings level. And then it also allows the
utility to experience higher earnings if the utility
Is able to reduce its cost of service. |Is that a
correct statenent?

A That is correct.

Q And agai n, because we're tal king about
plant in regard to the deferral nmechanism if | think
about what incentive there is for the Conpany or what
ability it has to avoid regulatory lag in regard to
that plant investnent, really the only reason to --
or the only way to keep the cost of service equal
between rate cases is to not invest in plant.
Correct?

A No. Currently you can invest in plant and
recover through the WSl RA.

Q Well, and that was going to be nmy next
question. First off, the WSl RA doesn't apply to all
plant. Correct?

A. That is correct, and neither does PI SA

Q Yeah. And you do -- and even for that
WSl RA pl ant, the Conpany's going to experience sone
regulatory lag. Correct?

A Sonme slight regulatory lag, but the plant
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you replace wll still be in the rates, in base rates
that the Conpany is recovering.

Q Well, and let's go back. You tal ked about

a slight bit of regulatory lag. | think in your
testinony you laid out a chart and identified
regul atory |l ag associated wth one of the WSl RAs that
| asted fromthree nonths to up to a year, didn't you?
A | don't knowif it was up to a year. |'II

| ook at that. Yes, it was one -- one nonth it was up
to 12 nonths.

MR. COOPER  Yeah. That's all the
questions | have, your Honor.

JUDGE SEYER M. di zer.

MR CLI ZER  Yes.

CRCSS- EXAM NATI ON

BY MR CLI ZER

Q Good norning, Ms. Bolin
A. Good nor ni ng.
Q |"mgoing to cover a little bit of a range

of topics, so l'mgoing to start you off with one
that mght be a little bit out of left field. You
are, |'mal nost certain based on your testinony,

you're an accountant. Correct?

A That is correct.
Q Are you famliar -- you are famliar with
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the term " AFUDC' ?

A Yes, | am

Q You would agree with ne that that term
stands for All owances for Funds Used During
Construction?

A. Yes.

Q You woul d agree with ne that construction

costs are generally funded through bridge financing.
Correct? O wutility, let ne add. Let ne repeat that
for the sake for the record, |'msorry.

You woul d agree with ne that for a
utility, construction is generally funded through

bri dge financing?

A Generally. I'mnot sure that is done all
the tine.

Q But general ly?

A General ly.

Q And in this case when we tal k about bridge

financing, we're tal king about short-term debt
I ssuances. Correct?

A That is correct.

Q You woul d agree with ne that under the
mat ching principle, it would be inportant for the
Comm ssion to match the short-term debt outlays to

the short-term debt costs?
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A | ' m confused by your question.
Q Very wel | .
A | don't think we included short-term debt
in the --
Q |"'maware. Let nme try that a second tine.
Well, let's start with, you would agree with ne the

Comm ssi on enpl oys the matching principle where
possi ble. Correct?

A. We do.

Q And you would agree wwth ne at a high
| evel the matching principle requires you to match
costs to causation?

A That's correct.

Q And you woul d agree with ne that to the
extent that construction costs are being covered by
short-termdebt, it woul d nake sense for AFUDC t hat
I'S supporting those construction costs to al so enpl oy
short-term debt ?

A If it is being covered solely by
short-term debt.

Q Correct.

Perm ssion to mark an Exhi bit and
perm ssion to approach? | believe | should be
on 320.

JUDGE SEYER: G anted. That is
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correct, 320.
BY MR CLI ZER
Q Now, Ms. Bolin, | could turn to your I|i st
of prefiled testinony I'msure is attached to your
exhibit, but before | have to do that, would you at
| east agree with nme that you filed testinony
previously in Mssouri-Anerican Water case nunber
WR- 2020- 03447
A. Yes, | did.
MR CLIZER So | amnot asking to nmark
this one, but I"'mgoing to hand this --
MR. COOPER |'ve got an objection, your
Honor, 1'd like to lodge at this tinme. This feels as

If we are trying the AFUDC i ssue that's com ng up
| ater today. And | guess consistent with -- well,
l et me back up. | don't believe Ms. Bolin has any
testinmony on the AFUDC i ssue. And consistent with
the objection that was nade to nmy DR 47 exhibit
earlier, it feels like it's an attenpt to inproperly
suppl enent the record.

MR CLIZER  Response?

JUDGE SEYER:  Unh- huh.

MR, CLIZER On a couple of different
grounds. First, under Mssouri |law, Section 491.070,

cross-exam nation of a wtness. Ms. Wt -- Ms. Bolin
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has taken the stand and provi ded evidence. | am

statutorily authorized to question her on any matter
in the case. Wile she is not being put forward
directly by Staff with regard to the rate case

I ssues, since she's taken the stand, | amat liberty
to question her regarding it under statute.

Second of all, this is a cross-
exam nation. | ambuilding ny case, not attenpting
to suppl enent her testinony.

Third, | would just point out that to the
extent that there's a concern regarding his ability
to cross, | am-- have no objection to M. Cooper or
any other party for that matter recrossing Ms. Bolin
followm ng nmy cross-exam nation to the extent that
|"ve included information that they did not have
opportunity to cross before.

MR COOPER It's not really the
opportunity to cross that's the problemhere. It's
the opportunity for the Conpany to respond to the
testinony that's just now being issued primarily in
its own testinony, its own prefiled testinony given
that it has the burden in this case and on these
I ssues.

MR CLIZER | amattenpting to request

to understand what Ms. Bolin's position is as an
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accountant on this issue.
JUDGE SEYER: Ckay. | will overrule that
obj ection and all ow you to conti nue.
BY MR CLI ZER
Q Ms. Bolin, before all that, did | hand
you -- | did not hand you this yet. Al right. The

second thing | handed you should be a conpl ete copy
of your testinony filed in Case WR-2022-0344. Can
you verify if that's accurate?
A. | believe so, yes.
Q And - -
JUDGE SEYER:  Excuse ne. Actually,
M. dizer, you said 2022. It's actually 2020.
Correct?
MR CLIZER WR-2020-0344. Yes. Sorry
i f | msspoke previously.
BY MR CLI ZER
Q Ms. Bolin, can you verify for ne that the
docunent that was premarked or just marked which is
just three pages long faithfully recreates the 1st
and 23rd through 26th pages of your full testinony?
A It does.
Q Ms. Bolin, if | were to turn to page 24 of
your testinony in that case, let ne be clear.

A. "' mthere.
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Q You were posed a question: Does Staff

agree wwth the OPC witness Robert D. Schal |l enberg
that the AFUDC accrual approach currently being used
by MAWC i s i nappropriate.

Do you see that?

A. | see that.

JUDGE SEYER: Which line are you referring
to?

MR, CLIZER | apol ogi ze, your Honor.
amat lines 5 through 6.
BY MR CLI ZER

Q And you would agree with nme, Ms. Bolin,

that beginning at line 7 you say or respond:. Yes.
MAWC is using an AFUDC rate that is conparable to its
overall rate of return. Staff's position is that the
AFUDC rate should be cal cul ated assum ng the
short-termdebt is used as the first source of
financing for all construction activities with any
excess of construction work in progress, CWP, over
the short-term debt bal ance assuned to be financed by
MAWC s proportionate share of conmon equity,
preferred equity, and long-termdebt included in its
current capital structure. |In this case it appears
that for many years MAWC has not had average CWP

bal ances that are large -- that are larger than its
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average short-term debt bal ances. Thus, the

short-term debt bal ance shoul d have been used in the
manner recomended by Staff to allow a custoner
proportionate benefit from MAWC to use of this
| ow- cost source of capital.
Do you agree that that was your response

in that case?

A That was ny response.

Q If | were to ask you that sanme question
today concerning MAWC s proposal regarding its
current attenpt to change the AFUDC nechani sm would

your answer be the sane or substantially simlar

t oday?
A. We woul d not be in support of it.
Q To be clear for the record, you would not

be in support of the request by the Conpany to change
Its AFUDC net hod?

A That is correct.

Q Beginning at line 21 in an answer to a
qgquesti on about whet her you reconmmended the Conm ssion
accept M. Schal |l enberg's adjustnent, you state: No.
Staff recommends the Comm ssion adjust the AFUDC t hat
has been booked to plant during the test year update
and true-up period in this case. As stated before

MAWC has been cal culating AFUDC in its current manner
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for sone tinme without objection fromother parties in

the general rate case. |In addition the National
Associ ation of Regulatory Utility Comm ssioners,
NARUC, uniform system of accounts, USQA, for Cass A
water utilities does not provide a specific fornula
or net hodol ogy to use in cal cul ati ng AFUDC.

You' re then asked a question: Does the
NARUC -- NARUC, USOA for electric utilities provide a
formula for cal culation of the AFUDC rate.

And you respond: Yes. And this is what
Staff recommends MAWC should follow for the test year
going forward. The formula uses short-term debt for
the CWP first, then applies a conbination of other
financing debt and equity next to the remaining CWP
bal ance. The rate is calculated on an annual basis.

Did | recite that correctly?

A You recited it correctly.
Q And may | ask again, if you were asked
today what Staff's recommendation -- or no. |[If you

wer e asked today what your recommendation regarding
the handling of AFUDC is, would your recomrendati on
today be the sane?
A | would use the electric utility fornmul a.
Q So your recomendati on would be to use the

electric utility formul a?
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A That is correct.
Q Do you have a copy of the testinony of
M. LaGand in front of you?
A. Wi ch testinony, direct or -- | have both
copi es.
Q The direct testinony.
A Yes.
Q Can you turn to page 31 for ne?
A. "' mthere.
Q Lines 16 through 20 of M. LaG and's

testinony, he is asked a question: What does NARUC s
uni form system of accounts, USOA, issue -- issue 1973
as revised in 1976 say about AFUDC.

And he replies: In plant accounting
instruction 3, paren 17, it states, AFUDC incl udes
the net cost for the period of construction of
borrowed funds used for construction purposes and a
reasonabl e rate of other funds when so used.

| s that accurate?

A. That is what his testinony says.

Q Do you disagree that that is the
instruction put into the USOA for water utilities?

A | have not reviewed that in a while, but
| massum ng that is correct.

Q As that is witten, would you agree with
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me that it indicates that AFUDC shoul d be using

borrowed funds for construction first before applying
a reasonable rate of -- for other funds?

A. It reads that the net cost for the period
of construction of borrowed funds used for
construction purposes and a reasonable rate on ot her
funds when they use the other -- |I'"massumng that's
when they're needed to use the other funds.

Q Wul d you agree with ne that it's fairly
accurate to rephrase that as saying that the borrowed
funds, i.e., debt financing, should be used for
construction before applying a reasonable rate of
ot her funds if used?

A. | woul d assune that the borrowed funds
woul d be used first.

Q You testified a nonment ago concerni ng your
opi ni on on what AFUDC net hods shoul d be applied and
you referred to the electric USOCA. Do you recall
t hat ?

A. Yes, | do.

MR, CLIZER  Your Honor, request to mark
an Exhi bit 321 and approach.

JUDGE SEYER: G ant ed.
BY MR CLI ZER

Q Now, given that it was your reconmmendati on

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

) ) Page 100
to the Conmm ssion that the AFUDC net hodol ogy enpl oyed

for electric utilities should be applied in this case
for Mssouri-Anmerican Water, is it safe for ne to
assune, therefore, that you are famliar with the
USOA for electric utilities?

A. | amfamliar with it. [|'mnot sure what
version this is.

Q That's quite okay. |[|f you would turn to
the -- it's | abel ed page 24 of 248 in the handout.
Wul d you agree with ne that at the top of the page
In parenthesis 17, there is an all owance for funds

used during construction?

A Yes.
Q And you woul d agree with ne that under sub
A, there is a fornula listed and a conp -- the

el enments for the conputation allowance for funds used

during construction?

A. Yes, there is.
Q Now, | assunme, subject to check, your
previous testinony was that you would -- you woul d

recomend that the conm ssion use the fornula for
AFUDC as set forth in the electric utility. Again,
subj ect to check, would you agree that this is the
formula for AFUDC cal cul ations for electric

utilities?
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A. Subject to check, | would agree with this.
Q Al right. 1'"mgoing to now switch topics

on you. For a rate case we generally break it down
into a test year period, a true-up period, and a

true-up period. Correct?

A. Test year, sonetines we do an update, and
then sone -- and then a true-up peri od.
Q And t he update occurs between the true-up

period and the test year period?

A Yes, it does. It's -- it's actually a
period that is known and neasurabl e before we file
our direct testinony, Staff does.

Q In this case the true-up period |I believe
ended Decenber 31st, 2024. |Is that correct?

A That is correct.

Q And the information that we refer to as

the true-up information is provided by the Conpany

after the end of the true-up period. |Is that
correct?

A That is correct.

Q And in this case | believe it was

previous testinony that indicated it was provided on

January 31st, 2025. |Is that accurate?
A Per the testinony.
Q So at the tinme you receive the true-up
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS

www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

) ) ) Page 102
i nformation, the true-up period has cl osed and,

therefore, you would agree the information in the
true-up i s known and neasurabl e?

A That is correct.

Q However, the information that would occur
after the true-up would be -- is planted or expenses
t hat have not yet been incurred. Correct?

A After the true-up that -- they may have
been incurred, but they -- the books have not been
cl osed and data's not available to review

Q So you would not be able to audit that

i nformati on?

A That is correct.

Q And you woul d have difficult verifying
that information as well. Correct?

A Yes.

Q What woul d happen if the Comm ssion

al l owed, as part of the discrete adjustnent, a plant
i nvestnent that ultimately did not be put into
service as originally estimated? Let ne rephrase
that as a cl osed question because | just realized
that | did not ask that as a cl osed questi on.

You would agree with ne that if the
Comm ssion were to authorize rates that included a

pl ant investnment that occurred after the true-up
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period but which did not ultimately go into service,

the utility conpany woul d collect costs for a pl ant

t hat does not exist?

A. If it did not go into service, that is
correct.

Q Whi ch woul d result in the Conpany
earning -- you would agree with ne that would result

i n the Conpany earning an additional profit?

A. They woul d earn a return and depreciation
expense.
Q They woul d earn a return and depreciation

expense on a plant that didn't exist though.

Correct?
A. That is correct.
Q Whi ch woul d effectively just go straight

to the Conpany's bottomline. Correct?

A It would be in the Conpany's financials,
yes.

Q Can we therefore state -- can we therefore
agree that that would constitute profit for the
Conpany?

A They would earn a return on it. Yes, they

woul d have profit.

Q Let's tal k about true-up of certain
expense itens. Does the Conpany know -- |et ne ask
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you. Sitting where you are right now, | assune that
you have an electric bill. |Is that accurate?

A That is correct.

Q Do you know what your electric bill is
going to be for May of 2025?

A. No, | do not.

Q You woul d agree that the Conpany cannot
tell you what their electric bill is going to be for
May of 2025 as of right now?

A That is correct.

Q You woul d agree with nme that one of the

itens being trued up includes fuel and purchase power
t hough. Correct?

A. | believe we are truing that item up.

Q So you woul d agree that, in essence, the
Conpany is having to estimate what it thinks its fuel
and purchase power costs are going to be several
nont hs down the line and there is no way of know ng

how accurate that estimation is going to be.

Correct?
A It Is an estinmation.
Q You cannot tell for sure right now whet her

or not that estimation is going to be accurate?

A That is correct.
Q Now, | could go down the Iine and go
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t hrough each expense, but | think that would bore

everyone here to tears. So | guess I'll ask broadly,
woul d you agree with ne that nost of these expense
itens that include estimated costs are not known and

nmeasur abl e because you cannot tell what the costs are

going to be where you -- fromwhere we are right now?
A | would say nbst costs, yes, we cannot

tell the exact ampunt that will be incurred in Muy.
Q Now | et's tal k about plant investnents

just briefly. If the Conpany puts forward

I nformation that suggests that it's going to have
increases to its distribution systemplant in say
March, April, or May of 2025, what woul d you expect
to have in order to be able to determ ne that that
I nformati on was known and neasur abl e?

A We woul d have to | ook at the books and
records, copies of invoices.

Q You woul d need copies of invoices to
determ ne whet her or not the plant additions, for
exanpl e, were actually known and neasurabl e?

A. Yes. And then we would also need to
verify that the plant was actually in service.

Q And if the Conpany did not provide
i nformati on that denonstrated or provide those

I nvoi ces, did not provide information that shows that
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the plant was in service, you would characterize that

pl ant as not known and neasur abl e?

A That is correct.

Q Really briefly I want to touch on the
WEIRA interplay wth discrete adjustnents. And for
the record WOl RA, WS-1-R-A Water and Sewer
| nfrastructure Replacenent Act, | believe. Maybe
adj ust nent .

| f the Comm ssion orders discrete
adj ust nents, how -- when would the Conpany be able to
start accruing plant for inclusion in the W5l RA?

A. It would have to be at the date that -- in
this case it would be May 31st, 2025 if the
Comm ssi on accepted M ssouri-Anerican's discrete
adj ust nent proposal.

Q Ri ght .

A And it would start June 1st. That plant
woul d be -- then be eligible for W5l RA

Q Ckay. Inclusion of plant before that
poi nt would potentially result in double dipping for
t he Conpany. You would agree with that?

A | woul d agr ee.

Q You had nentioned earlier, and | wanted to
touch on this specifically, the matter of prudence.

When woul d -- you would agree with ne that there
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woul d not be an opportunity for Staff to exam ne the

prudence of investnents nmade during the true-up
period as part of this case if they were nade past
the point where testinony could be offered?

A That is true.

Q You woul d agree with ne that Staff's
ability to exam ne the prudence of the investnents
being put forward in general wll be hanpered due to
the tinme constraints of the proposed discrete
adj ust nent period?

A That is correct.

Q Have you exam ned any information provided
by the Conpany in part of the true-up concerning the
di screte adjustnents?

A | personally have not.

Q Fair enough. Switching gears you on again
really quick. You would agree with ne that
construction accounting that has been granted in
prior cases was granted on a per construction item
basi s and not on an overar -- overarching basis?

A. For the tines that | can recall, it was
for a large investnent |ike an electric generating
pl ant .

Q So to clarify, the times that construction

accounting has been issued, it has been done only
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wWth regard to a single large investnent. |Is that
accurate?

A That is ny recollection, yes.

Q The Comm ssi on has never authorized
construction accounting for all investnents across
t he board?

A Not to ny know edge.

Q There's been sone di scussi on here today
regarding regulatory lag. |1'mgoing to hopefully

keep this last bit brief. Wen a utility -- when the
Comm ssion sets rates for a utility, you would agree
with ne that they set rates by multiplying the net
rate base by the rate of return plus additions for
taxes. Correct?

A. Yes.

Q That net rate base is as of a set point in
time during the rate case. Correct?

A. That is correct.

Q You woul d agree with ne that net rate base
Is equal to net plant in service | ess depreciation
reserve. Correct?

A Net ret base also has other itens included
init, but yes, the major conponent is plant and
accunul at ed depreci ati on.

Q You woul d agree with ne that the Conpany
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conti nues to accumrul at e depr eclation on an ongol ng

basis after rates are set. Correct?

A Yes, they do.

Q The accunul ati on of depreciation on an
ongoi ng basis does not get reflected in a conpany's
established rates in the period in between rate
cases. Correct?

A That is correct.

Q | f the Comm ssion did acknow edge the
conti nued accunul ati on of depreciation reserve in
between rate cases, it would result in downward
pressure on the Conpany's rates, assum ng no
addi tional additions. Correct?

A. Assum ng no additional additions, yes, it
woul d decrease the rate base.

Q But again, to verify, the Comm ssion does
not recogni ze that decrease currently?

A. W recognize it as a -- the cutoff date in
the rate case, the -- what is the rate case. There's
no updating of nonthly rates.

Q Wul d you agree with ne that that -- what
t hat updating of nonthly depreciation rates woul d
be -- constitute what we could call a reqgulatory |ag?

A It is sonething that is changi ng that has

changed since the rates were established. So
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technically, yes, regulatory | ag.

Q And you woul d agree ne that that type of
regul atory | ag because it woul d decrease the
Conpany's rates or would have a downward pressure on
Conpany rates woul d benefit ratepayers. Correct?

A |f we changed the rates, yes.

Q If the rates were changed. Do ratepayers
receive any recognition of that regulatory lag in
bet ween rate cases?

A No, they do not.

Q So to the extent that the Conpany wants to
elimnate regulatory lag, is it safe to say the
Conpany's only seeking to elimnate the regul atory
| ag that benefits -- or rather that harns the Conpany
but does not seek to elimnate the regulatory | ag
t hat benefits the Conpany?

A They are seeking to include additional
costs and investnents. They are not proposing to
| ook at accunul ati ng depreciation going forward.

Q Is it safe to say that if the Conm ssion
was attenpting to elimnate regulatory |ag, they

should elimnate regulatory |l ag on both ends of the

spect runf?
A | don't know how you would do that.
Q But you would agree with ne that there
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will be regulatory lag that benefits the utility from
the point rates are set in as far as there wll not

be a continued update to depreciation reserve between
rate cases --
A That - -

-- reflected in rates?

A That is correct.
MR. CLIZER | have no further cross-
exam nation. | wll nove for the adm ssion of 320
and 321.

JUDGE SEYER: Al right. M. Cooper.

MR. COOPER: Yeah. | would renew ny
obj ection to adm ssion of both of those on the basis
of the inproper supplenentation of the record.
note that this -- well, the proposal as to AFUDC was
contained in M. LaGand's direct testinony. All
parties had the opportunity to respond to that in
their direct, slash, rebuttal testinony that was
filed. None chose to do so. Had they, we would have
been able to respond to that as a part of the case.
So that's ny objection.

JUDGE SEYER: |I'Il note your objection
and overrul e your objection. And Exhibits 320
and 321 are adm tted.

(Staff Exhibits 320 and 321 were adm tted
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and made a part of the record.)

JUDGE SEYER: M. Opitz, do you have
Cross-exam nation?

MR. OPITZ: No, thank you, your Honor.

JUDGE SEYER M. Harden?

MR. HARDEN: No, thank you.

JUDGE SEYER Ckay. Are there questions
fromthe conm ssi oners?

COW SSI ONER M TCHELL: Judge, if | may.

JUDGE SEYER: Yes, Commi ssioner Mtchell.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q | -- | just wanted to nmake sure
understood Ms. Bolin's point on one thing. |[If -- |
think I understood and |'l| paraphrase a little bit.

That if there were plant additions that cane into
service after the true-up date but before the
operation of |aw date, you would necessarily be
opposed to an adjustnent for those, provided that all
of the data was available for a proper audit and
verification of those costs before the operation of
| aw dat e?

A We woul d have to make sure that everything
was available to review, it was known and neasurabl e.

The conpanies usually take 10 to 20 days to cl ose
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their books. It would be a challenge for themto

cl ose their books, get the data ready, and then have
us be able to verify everything. It would be a
chall enge. 1'mnot sure that we could do it,
especially for any plant that is much past the test

year, the true-up date.

Q Thank you. And are we aware of any, you
know, |arge capital projects that would -- woul d
potentially fall into that tine period?

A | am not aware of anything that is, any

| arge individual project is comng online in that
time period.
Q And when we're tal ki ng about these
I nvestnents, do you know if they include acquisitions
or are we -- we just tal king about capital projects?
A | am not sure on that.
COW SSI ONER M TCHELL: Okay. Thank you.
That hel ps ne. Thank you for your testinony. It was
very hel pful.
JUDCGE SEYER: Al right. M. Bolin, |
have a few questi ons.
QUESTI ONS
BY JUDGE SEYER
Q And you first nentioned in response to one

of M. Cooper's questions that you didn't have a
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procedural schedule in front of you, so I'mgoing to

lay out a few of the dates in that procedural
schedule. True-up direct is due March 14th. Last
date of request for discovery, March 27th. [Initial
briefs, March 31st. True-up hearing, April 4th.

And then reply briefs and true-up briefs are due on

April 14th.

A kay.

Q So consi dering those dates, can you
estimate the | atest date, and you tal ked about -- you

just nmentioned 10 to 12 days that you woul d expect
for the Conpany to close their books. But what woul d
be your | atest date that Staff could receive that

i nformation from M ssouri-Anerican for plant
additions and still have tinme to accept or reject

t hose anbunts for inclusion in the rate base?

A And it was 10 to actually 20 days to cl ose
t he books.

Q VWhat did | say?

A. Twelve. That's all right. | just want to
make sure.

Q | am getting, you know, as we -- as was in
evi dence yesterday, | amgetting ol d.

A. Well, by the tinme they would close the

books, that would be m d February for any January
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additions. That would not give Staff nmuch tine. So

at the -- really the true-up is about the [atest we

could go in this situation.

Q And when you say the true-up you nean --
A 12/ 31/ 2024.

Q | see what you're saying

A If we went out nuch farther, you're

cutting in to a lot of tinme to evaluate the data.

Q Ckay. |I'mgoing to refer to your
direct/rebuttal testinony on pages 14 and 15.

A "' mthere.

Q In that testinony you refer to
M. LaGrand's direct testinony, page 21, table BLW1
where he conpares for years 2014 through 2023 the
al | eged M ssouri-Anmerican debt, incone, and return on
equity. Wuldn't that incone be the result of actual
revenues | ess actual expenses?

A. That woul d be the case, yes.

Q kay. |Is there any way of know ng the
I npact that the actual revenues or actual expenses
I ndependently had on the resulting data under the
years provi ded?

A From | ooking at his data on this table?
Li ke you're wanting to know what revenues in

particul ar or?
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Q Yes.

A | could not tell you fromwhat's in his
t esti nony.

Q Ckay.

A. And the data he puts in the testinony is

actuals; it's not what we may use for ratenaking
pur poses. There may be costs that we would not all ow
i n those expenses.

Q Ckay. Yesterday afternoon there was a
poi nt where Staff counsel indicated that the
difference in revenue requirenent anounts between
M ssouri-Anmerican and Staff on a nunber of issues
were entirely based on discrete adjustnents nade by

M ssouri-Anmerican out to May 31st, 2025. |[Is that

correct?
A That 1s correct.
Q Can you identify the specific issues Staff

counsel addressed?

A | maybe can do a few, but not all.
l"ve -- I -- no. | can't give you each i ndividual
one.

Q kay.

A But there are several issues that our only
differences is -- is the date differences.

Q Gotcha. M. LaGand earlier testified
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about what | believe we all agreed was what we can

refer to as schedule BLW1. That was included with
his supplenental direct testinony filed in Septenber.
The true-up columm, the true-up 12/31/24 colum, is
It Staff's position today that those anmounts are what
Staff supports as the actual 12/31/24 anmounts for the
I ssues where the difference in anounts between

M ssouri-Anmerican and Staff is based entirely on the
di screte adjustnent projected out to May 31st?

A No. We have not conpletely conpl eted our
true-up, but those nunbers that were included in his
schedul e were estimates out to 12/31/2024. 1 would
be surprised if they are the exact nunbers that are

I n our true-up.

Q Ckay. And I'mgoing to -- since you're
here, I'"'mgoing to ask you this questions even though
one of the -- or the last issue today is bad debt

expense and there's a Staff witness scheduled to
testify on that issue. But if you can answer, wl|
Staff true-up its three-year average bad debt
anal ysis for 12/31/24 so that an average is based on
cal endar years 2022, 2023, 2024?

A | believe that is one itemthat we are
updati ng, using three years cal endar 2024. | am not

exactly for sure on that, but it is an itemthat we
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have listed as an itemthat we wll true-up.

JUDGE SEYER: Ckay. | appreciate that.
All right. Those are the only questions | had. Any
recross by the Conpany?

MR. COOPER  Yes, your Honor.

RECROSS- EXAM NATI ON
BY MR COOPER
Q Let's start with that |ast piece. Not the

very |last piece. You were talking about BLW1 from

M. LaG and's suppl enental direct testinony.

Correct?
A Correct.
Q And asked about whet her those were going

to essentially match the Staff's true-up nunbers.

Correct?
A. Correct.
Q Wul d you al so agree they're not likely to

mat ch t he Conpany's true-up nunbers either. Correct?

A That is -- yeah, that is correct.

Q The Conpany also is truing up as of that
date. Correct?

A. Yes.

Q In response to Conm ssioner Mtchell's
guestions, you were tal king again about tim ng and

cl osing dates. Wen you talk 15 to 20 days to cl ose
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t he books, what dates are you tal king about? | -- |
first thought you were answering that the end of
January books woul d be cl osed md February.

A That is correct.

Q | s that accurate?

A Yes. Sonetine around md February.

Q And so at least as of md February then

you woul d have the opportunity to revi ew what had
happened in the nonth of January. Correct?

A We woul d have the opportunity, but it
woul d take sone tine to reviewit. That is if the
Conpany could get it to us in that tine period.

Q And, you know, it kind of continues sone
things we tal ked about. It sounds |ike your
objection to the discrete adjustnents is not so nuch
that you think they shouldn't be included in the
Conpany's rates that becone effective at the end of
May of the year. It seens rooted in just the
practicality or the logistics of |ooking at those
along the way. |Is that correct?

A. W still want to try to keep the matching
principle as closely as possible. Too far out
from 12/31/2024 is going to skew the matching
principle. And the problems also going to be we

will not have tine to review the data and audit it
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properly.

Q But the matching principle too, that --
that is one of the things -- you know, there was
testi nony di scussion about the long list of itens
that the Conpany had proposed to include in discrete
adj ustnents. Correct?

A Yes.

Q But by providing a longer list of discrete
adj ustnents, by providing both the opportunity for
financing, for custoner nunbers, for a variety of
things to be included, doesn't that go towards
hel ping ensure that the matching principle is still

bei ng honored?

A. Well, | wouldn't consider what the
Conpany's |ist as discrete adjustnents. | nean,
it"'s along list. [|'ve -- I've said in ny

testinony it's nore |ike another future test year out
to May 31st, 2025. To ne discrete adjustnents woul d
be alittle nore limted.

Q Yeah. But in terns of your objection
about the matching principle, it does serve that,
doesn't it?

A | don't know that it does because |I'm not
sure your estimates would have been -- would skew t he

mat chi ng principle or not.
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Q Now, there was, going back to sort of the

| ogi stics of addressing plant that goes into service

bet ween the -- between Decenmber 31st of 2024 and the

end of the -- or the operation of |aw day, there was
sone test -- testinony about, you know, what if we
get it wong, right. | nean, that's part of the

concern | think that you expressed earlier. Wuld
you agree that M. LaG and's testinony provide -- or
recomended a reconciliation associated with that if
the discrete adjustnents were -- were approved?

A | don't renenber on what page he proposed
that, and | don't renenber the exact reconciliation
he proposed at the tine.

Q Well, let's get at it a different
direction. In your testinony, your direct, slash,
rebuttal testinony on page 13.

A "' mthere.

Q You say, |f the Comm ssion would determ ne
it is appropriate to include discrete plant
additions, Staff recommends that any depreciation
expense return on plant that's not in place by
May 31st be refunded to custoners either as a billed

credit or through a deferral in the next rate case.

Correct?
A Yes, | did.
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Q Ckay. And if | look at M. LaGand's
testinony -- and I think you had that with you as
well. Right?

A | do.

Q Hi s direct testinony?

A Yes.

Q Page 18 in line 5 he confronts the

situation that perhaps the Conpany's estimates coul d
provide nore capital that is in service and then in

line 7 suggests a reconciliation. Correct?

A What page was that again?

Q Ei ght een.

A O his direct?

Q In his direct.

A He said the custoner -- he said the

reconciliation would work exactly the sane way as the
one described in his testinony earlier.
Coul d you ask your question agai n?
Q It's true, isn't it, that M. LaG and
suggested a reconciliation?
A He did suggest a reconciliation.
MR. COOPER  Ckay. Thank you. That's
all I have at this tine.
JUDGE SEYER: M. di zer.
RECROSS- EXAM NATI ON
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BY MR CLI ZER

Q Wth regard to questioning regarding the
l ength of tine to close the books, that assunption --
that assunes, |ike you said earlier, that the Conpany

woul d provide the information in a tinmely manner.

Correct?
A. That is true.
Q You woul d agree with ne that the Staff has

al ready had delays in receiving certain true-up

information fromthe Conpany in the case at present.

Correct?
A. | "' m aware of sone delays, |ike -- yes.
Q Wth regard to the question that was posed

to you by the Bench in the table, that of the -- the
earned ROEs, do you recall that |line of questioning?

A. Yes.

Q And the question was effectively posed |
t hi nk, can you break out the difference between the
revenues and the expenses that make up the net incone
line. Do you recall that question?

A. Yes.

Q And while we all know that it would be
difficult to do with the data right there, you woul d
agree with ne that there are other witnesses in the

case who have provided infornmati on on revenues.
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Correct?
A. Yes. There are other w tnesses.
Q Ckay. So theoretically it mght be

possible if other witnesses provided the revenue data
for those years to determ ne the net expense by
subtraction?

A | mnot sure that our w tnesses have gone
back to 2014 in this case. Mybe sonebody from
M ssouri - Aneri can can provide that, but.

Q Al right. Just to conpletely verify for
the sake of the record, the -- to nake the
mat hemati cal determi nation for the net incone, you
woul d take net revenues and subtract net expenses?

A That's correct.

Q To determ ne net expenses, therefore, you

woul d start with net i ncone and subtract the net

revenues?
A. Repeat your question again.
Q Sorry. | mght have just screwed up the

math there, but |'mjust going to nake sure that |
have it in the record. |If one wanted to cal cul ate
the net expenses for each year and one knew the net
revenues, you could start with net total incone and
subtract the net revenues to yield net expenses?

A Yes.
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Q Al right. And one last thing, with

regard to the discussion on a potential nechanism
true-up reconciliation -- reconciliation |I think was
the word, on page -- do you have M. LaG and's
surrebuttal testinony in front of you?

A. Yes, | do.

Q On page 12 he responds directly to your

suggestion regarding a reconciliation. Do you see

t hat ?
A. Yes.
Q Specifically at lines 8 through 10 he

effectively agrees that the Conpany could agree to
what you had proposed assum ng that the refund woul d
need to be worked out. The specific nechanisns, |'m
sorry, would need to be worked out?

A Yes. That's what he says.

Q Now, given that we're in hearing, | don't
know how we wi Il work out the specific nechani sns,
but do you explain what those specific nechani sns
t hat you woul d advi se the Comm ssion of in your
testi nony?

A We could do several different ways. W

could do a deferral of the differences. W could try

to do a bill credit. There's several different --
Q You would agree with ne that if a deferral
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was done, it should include conpensation for the rage 10
carrying costs associ ated?

A. Yes.

Q In other words, the -- any deferral would
require the co -- inclusion of the weighted average
cost of capital?

A It would need to require sone type of
carrying cost.

Q Fair enough. Do you recall being asked a
question by Comm ssioner Mtchell regarding
acqui sition deferral s?

A. Yes, | do.

Q Do you have M. LaGrand's direct testinony

in front of you?

A Yes.
Q Can you turn to page 24 for ne?
A "' mthere.
Q Lines 19 -- lines 19 through 24.
A | have through 22 in ny version. Page 24?
Q Ni neteen through 22. Yes. |'msorry.
A. Ckay.
Q You woul d agree with ne that that --
the -- the requested regulatory treatnent woul d apply

to all capital investnents, including regular

pl anned, unpl anned capital needs for existing
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facility's acquisitions of other water and sewer

utilities including post acquisition capital and new
capital spending requirenents related to
envi ronnental conpliance, continuing on to the top of
t he next page?

A That is what the testinony says.

MR CLIZER Al right. Thank you very
much. | have no further questions.

JUDCGE SEYER: Is there any recross by the
other parties? Al right. They're indicating no.
Any redirect?

M5. ASLIN.  Yes, thank you.

REDI RECT EXAM NATI ON
BY MS. ASLIN:
Q Ms. Bolin, | believe it's been established
that the issue with discrete adjustnents is not just
whet her they are known and neasurabl e, but whether or

not Staff has tine to sufficiently audit and verify

those adjustnents. |Is that right?

A That is correct.

Q And the closer to the operation of |aw
date that an adjustnent occurs, the hard -- do you

believe that that would make it harder for Staff to
audit or verify --

A. The - -
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Q A -- information provided by the
Conpany?
A The closer -- yes. If sonething happened

in May, for exanple, that would be virtually

I npossible for the Staff to review, audit, and to
also verify in time for the Commssion to put it in
an order.

Q So you' ve gone to ny next question. It
would logically follow that if Staff doesn't have
time to audit and verify, it would also be difficult
for the Comm ssion to do so?

A. Yes.

Q At this point inthis -- in the case, wll
Staff have tinme to audit or verify any plant that
goes into service between the end of true-up and the
operation of |aw date?

A And to have it reviewed by what tinme? |
don't -- I -- 1 really think it would be very
difficult because we got the true-up information
January 31st and we're still reviewmng it and still
witing our true-up direct testinony. And that's
almost -- that's a nonth, it's nore than a nonth
since that happened.

Q Are you aware of any other M ssouri

utility that has proposed as nmany di screte or
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I sol ated adjustnents in a single case as M ssouri -
Anerican has in this case?

A Not to ny know edge.

Q Are you aware of any that have even cone
cl ose?

A. No.

M5. ASLIN.  No further questions. Thank
you.

JUDGE SEYER Al right. Thank you,
Ms. Bolin. Al right. It is ny inclination to break
for lTunch at this tinme. And if |I'mreading the
hearing schedule correctly, it'll be M. Robinett up
next. Al right. So let's reconvene at 1:05. (oing
of f the record.

(O f the record.)

JUDGE SEYER: Let's go back on the
record. Al right. M. Robinett on behalf of Public
Counsel is already on the witness stand with his
ri ght hand rai sed.

(Wtness sworn).

JOHN ROBI NETT,
the w tness, having been first duly sworn,

testified as foll ows:

JUDCGE SEYER: Thank you. M. di zer.

DI RECT EXAM NATI ON

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

Page 130
BY MR CLI ZER

Q Can you pl ease state and spell your nane
for the record.

A. Sure. M nane is John A Robinett,
J-0-h-n. And Robinett is Ro-b-i-n-e-t-t.

Q And did you prepare or cause to be
prepared rebuttal testinony that has been prenmarked
as OPC 312 and cross-rebuttal testinony that's been
premar ked as OPC Exhi bit 313.

A. Yes.

Q Do you have any corrections to nake to
that testinony?

A | have one correction. [It's on page 5 of
nmy direct/rebuttal testinony. At line 20 |
m sspelled discrete twice in there. |t should be
d-i-s-c-r-e-t-e.

Q The correction is just to the spelling,
not to the substance?

A Ri ght .

Q Barring that correction, do you have --
you have no other corrections. Correct?

A No ot her corrections.

Q Al right. And barring that correction,
if I were to ask you the sane questions that were

posed in your testinony today, would your answers be
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the sane or substantially simlar?
A Yes, they woul d.
Q Are those answers true and correct to the

best of your know edge and belief?
A Yes.

MR CLIZER | would nove for the
adm ssion of OPC s Exhibit 312, the direct/rebuttal
testinony of John A Robinett and 313, the cross-
rebuttal testinony of John A Robinett.

JUDGE SEYER: Al right. |Is there any
obj ection to the adm ssion of Exhibits 312 and 3137
Hearing none, 312 and 313 are admitted into evidence.

(OPC Exhibits 312 and 313 were adnmtted
and nmade a part of the record.)

MR, CLIZER As a very, very quick
procedural matter, Judge, | know that we've had
different kind of things regarding corrections. [|I'm
endeavoring to get your correction regarding
M. Mirray. |Is it safe to say that given the
sinplicity of that correction, I don't need to file
an updat e?

JUDGE SEYER: Correct.

MR. CLIZER  Thank you. |In that case
tender the w tness.

JUDGE SEYER: Does Staff have any cross-
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exam nati on?

M5. ASLIN. No questions.

JUDGE SEYER: Ckay. M. Cooper?

MR. COOPER: No questi ons.

JUDGE SEYER: Al right. Are there --
are there any questions fromthe comm ssioners? All
right. M. Robinett, | have a single question.

QUESTI ONS

BY JUDGE SEYER

Q Let's see if | can find where this is. In
M. LaGand's rebuttal testinony on page 30 he's
asked a question and it begins, M. Robinett notes
that the Conpany is requesting that the proposed
deferrals be anortized over a reasonable period --
and that phrase is in quotation nmarks, over a
reasonabl e period -- but does not define what period
it would find reasonable. Wat period would the
Conpany find reasonabl e.

And his answer is, | think it would be
reasonable to anortize the deferrals over 25 years.

First of all, do you -- do you agree with
that statenment? Do you find -- is 25 years
reasonabl e in your opinion?

A | think it could be. | just haven't

| ooked at it enough to | ook at what the average
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depreciation rates are for the entirety of the
Conpany.

Q Ckay. Let ne ask you this though. Wuld
the -- would the |ife of the plant used to cal cul ate
the depreciation rates be a better period to
anortize -- anortize -- | can't say that word
today -- over the recovery period or the recovery
peri od?

A So if you had a very specific one, | would

say yes. But this was |ooking at everything. So |
woul d probably be | ooking at the average depreciation
rate for the entirety of the Conpany.

Q Ckay.

A. And |'mguessing it's probably close to
what that nunber is.

Q Ckay. Are you -- do you nean the 25
years?
A. Yes.

JUDGE SEYER: Ckay. All right. Those --
that was ny only question. Any recross? Any
redirect?

MR, CLIZER  Very briefly.

REDI RECT EXAM NATI ON
BY MR CLI ZER

Q Wth regard to the question posed, you
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said in response, you know, 25 years would be --
you' re | ooking at everything. You kind of recall
t hat ?
A Yes.
Q Just to clarify that for the record, is it

correct that it's because the proposal is to
aggregate all of the return of and on being deferred
into a single sort of lunp sum and aggregate it? |'m
sorry, anor -- anortize it. | can't say it either.

A Yes. It would be an aggregation of all
the potential plant that -- the depreciation from
t hose and the return on.

Q So that's why you couldn't normally put it
for each individual plant's remaining |ife unless you
chose to break it out that way?

A Correct.

MR CLIZER Al right. Thank you.
wanted to clarify that. No further redirect.

JUDGE SEYER: Al right. Thank you,
M. Robinett. And it's nmy understanding that M. --
or I"'msorry, Dr. Marke is retaking the stand at this
tinme,

(Wtness previously sworn).

DR GEOFF MARKE,

the wtness, having been first duly sworn,
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testified as foll ows:

JUDGE SEYER: And, M. Cizer, you can go
ahead.

MR, CLIZER Dr. Marke's testinony has
al ready been offered and admtted and | assune he is
still under oath, so | wll tender the w tness.

JUDGE SEYER: Does Staff have any cross-
exam nati on?

M5. ASLIN.  No, thank you.

JUDGE SEYER: Al right. M. Cooper?

MR, COOPER: No, thank you.

JUDGE SEYER:. Al right. Questions from
t he comm ssi oners?

CHAI R HAHN:  Yes, Judge.

JUDGE SEYER  Go ahead, Chair Hahn.

CHAI R HAHN:  Thank you.

QUESTI ONS

BY CHAI R HAHN:

Q Good afternoon, Dr. Marke. | was hoping
that you could explain fromyour perspective the
overvi ew of how you think the capital markets view
our regulatory environnent in Mssouri. It's ny

understanding it may differ a little bit fromthe

Conpany' s.
A It's a great question. | -- generally
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS

www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

o ) ) Page 136
positive, and I think it's been on the upturn of late

quite frankly. You know, it -- and that's the --
that's as a whole, M ssouri as a whole. You know,
i ndividual utilities are going to vary, you know,
based off their circunstances, but in general | --
above average is how | would characterize it today.

CHAI R HAHN:  Thank you. Appreciate that.

JUDGE SEYER: Al right. |Is there any
recross? Al right. Redirect?

MR, CLIZER  Very briefly.

REDI RECT EXAM NATI ON

BY MR CLI ZER

Q Wth regard to the one question you were
posed by Chair Hahn, Dr. Marke, is there anything
you' re aware of regarding how t he Conpany views the
regul atory market in M ssouri?

A Based off of their investnent patterns and
what they've, you know, projected to their investors
t hensel ves, very positive. And that -- that should
be further enforced, you know, potentially pending
| egi sl ation that noves forward.

MR. CLIZER  Nothing further. Thank you.
JUDGE SEYER: Al right. You may step
down. Thank you.

MR CLIZER: Your Honor, as | discussed
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before going on the record, I'd |ike to have

Dr. Marke excused since he has anot her engagenent.

JUDCGE SEYER: Yes. Unless there's sone
obj ection, that -- you' re excused.

M5. ASLIN. Before we nove on to the next
I ssue, both the Conpany and Staff have di scussed that
for both Insurance O her Than G oup and Bad Debt
Expense and Uncoll ectibles, these are issues that we
both agree the only real issue at hand is related to
di screte adjustnents. So if the Conmm ssion has no
guestions, we would be okay with renoving those from
t he schedul e.

JUDGE SEYER | nsurance and Bad Debt ?
kay. So we will not call w tnesses today on those
I ssues.

M5. ASLIN  Correct.

JUDGE SEYER. WII their -- will those
W t nesses' testinony --

M5. ASLIN. | believe both the w tnesses
have already had their testinony admtt ed.

JUDCGE SEYER:  Ckay.

MR. COOPER | have a wtness on --

Ms. Gi sham has not yet, but she's going to be on a
coupl e other issues before we get there anyway, so.

She will have by the tinme we would have gotten to Bad
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Debt .

JUDGE SEYER: Sounds good.

M5. ASLIN. And then just one other
thing. Since that makes our next issue Rate Base
Plan of Service, M. Cizer and | have noted a couple
of witnesses that no | onger have |ive issues under
t hat headi ng.

JUDGE SEYER: Al right.

M5. ASLIN. So we just want to renove
Angel a N enei er and John Riley. Correct?

MR CLIZER Yeah. John R ley's issue
was under the Cash Working Capital conmponent that was
renmoved fromthe remai nder of that issue.

JUDCGE SEYER: Ckay. Then that brings us,
correct, to Plant in Service. And --

MR. COOPER Well, while we're having
this conversation, let's -- let's finishit. | think
plant in service was one of those issues that Casi
had suggested --

MR. CLIZER  Unfortunately I --

MR. COOPER  You still do?

MR CLIZER  Unh- huh.

MR. COOPER Al right. You told ne
di fferent yesterday, but | -- | understand.

JUDGE SEYER: Al right. The parties
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would i ke to present mni opening statenents |

assurne.

MR. CLIZER  Short one.

JUDGE SEYER: Al right. Wuld the
Conpany |i ke to nake an openi ng statenent?

MR. COOPER | woul d although | think
Staff's in the process of switching out.

M5. ASLIN. Could we take just a very
short break?

JUDGE SEYER: Sure. Let's go off the
record.

(O f the record.)

JUDCGE SEYER: Let's go back on the
record. We are back on the record, and we are set to
begin on the issue of Plant in Service. The parties
have indicated that they would Iike to present an
openi ng statenent on that issue. So on behalf of
M ssouri - Amrerican Water, would soneone |ike to nmaeke
an openi ng?

MR COOPER | would. [|'ve got alittle
bit of confusion to work out first. You nentioned
Plant in Service. W're doing both that conbi ned set
of Rate Base and Plant in Service issues.

JUDGE SEYER: Gotcha. M m st ake.

MR. COOPER  Yeah. As we've nentioned
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off the record, the Rate Base issues | believe, Cash

Wor ki ng Capital of course we're dealing with
separately. There is a series of -- or B and C are
I ssues that the parties have suggested are dependent
upon the decision on discrete adjustnents and are
not -- and are essentially waiving cross on those
sort of issues.

So anpbngst Rate Base or in the Rate Base
I ssues, that | eaves the AFUDC i ssue that we -- that
we touched upon this norning for a while. And our
openi ng statenent on that just is to suggest that, as
does M. LaG and's testinony, that AFUDC, that rate
shoul d be cal cul ated each nonth based upon the actual
bal ances during the prior nonth for short-term debt,
| ong-term debt, preferred stock, and equity.

Currently the bal ance of construction
work in progress first earns AFUDC on the short-term
debt rate. For any amount of CWP that's hi gher than
the short-term debt bal ance, then CWP will earn
AFUDC at the Conpany's long-termdebt rate and only
to the extent the CWP bal ance is greater than the
total of the Conpany's short and | ong-term debt
bal ances will CWP earn the Conpany's full cost of
capital. W believe that calculating AFUDC in this

fashi on does not fully capture the cost the Conpany

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



(o] (00] ~ » ol EEN w N (o

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

. . . . Page 141
incurs to finance its business.

And that's all | have at this tinme, your
Honor .

JUDGE SEYER. Al right. Any questions
fromthe conm ssioners? All right. Hearing none,
Ms. Klaus, would you like to present an openi ng?

M5. KLAUS: Yes, judge. My it please
the Comm ssion. Good afternoon, Madam Chair,

Comm ssioners, Judge. M nane is Al exandra Kl aus.
"' m here today on behalf of Staff on the issue of
Rate Base and Plant in Service. This is an inportant
I ssue with several conponent parts and nat hemati cal
cal cul ati ons begi nning with taking the value of plant
In service and subtracting accunul ated depreciation
reserve to arrive at net plant in service.

Fromthat plant in service, several itens
wi || be added including cash working capital,
contributions and aid of construction anortization,
materials and supplies, prepaynents, prepaid pension
asset, the Tax Cuts and Job Act of 2017, excess
accunul ated deferred inconme tax tracker bal ance, and
regul atory deferrals. Several itens will also be
subtracted fromnet plant in service including
federal, state, and city tax offsets; the interest

expense -- interest expense offset; and contributions
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in aid of construction; customer advances;

accunul ated deferred i ncone taxes; OPEB tracker; and
pensi on tracker.

The result of this is total rate base.
More detailed figures are shown on Staff's corrected
accounting schedules filed on February 18th. |'I|
approxi mate sone |larger nunbers. Staff's total plant
In service dollar amount is approximately 4. 38
billion. After subtracting Staff's accunul at ed
depreciation reserve, the net plant in service dollar
anount is approximtely 3.74 billion.

As stated, the issues list in this case
contai ned seven topics relating to rate base: Cash
wor ki ng capital, contributions in aid of
constructions and anortization of CIAC, materials and
suppl i es, custoner advances, prepaynents, prepaid
pensi on assets, and all owance for funds used during
construction or AFUDC.

As shown from Staff's filed position
statenents, Staff does not have a position on
prepaynents or AFUDC. And you wll hear from Staff
W t ness Angel a N eneier next week regardi ng cash
wor ki ng capi tal .

That | eaves us with four topics on w sh

|"d like to share Staff's position with you. The
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appropriate anmount of ClI AC and anortization of Cl AC

to include in Mssouri-Anmerican's cost of service is
approximately 443 mllion and 124 mllion
respectively. The appropriate anmount of materials
and supplies to include in M ssouri-Anerican's

cost of service is approximately 12.9 mllion, using
a 13-nonth average endi ng on June 2024. The
appropriate anount of custoner advances in the cost
of service is approximately 1.9 mllion using the
account bal ance as of June 2024 as the annuali zed
anmount. Finally, the appropriate anmount of prepaid
pension asset to include in the cost of service is
approximately 26.5 mllion as of June 2024.

Staff wtnesses are here and available to
answer nore specific questions that you may have.
Staff w tnesses include Angela Nieneier, Sherrye
Lesmes, Chris Boronda, and Al exis Branson. W
appreci ate your consideration of Staff's positions on
these issues and I'Il do ny best to try and answer
any questions that you may have.

JUDGE SEYER: Al right. Are there any

questions fromthe comm ssioners? |t appears not.

Thank you.
M5. KLAUS: Thank you.
JUDGE SEYER: M. Opitz, would you |like
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to nake an openi ng statenent?

MR OPI TZ: No, thank you, your Honor.

JUDGE SEYER: M. di zer.

MR CLIZER If it would please the
Comm ssion. There are only two issues under this
heading that the OPC is concerned with at this
monent. And they're both -- well, the first issue

concerns a plant in service issue that is a very
smal | conponent of the larger plant in service cost.
And basically what it conmes down to is the OPC

noti ced when the Conpany filed its initial case,

a $30 mllion increase to plant in service for
vehicles. Now, at the tine we were very confused
with why that was the case. And you can see in the
testinony of M. John Robinett the explanation for
that confusion, which is that that anmount far exceeds
what the Conpany had put into service in the past for
vehicles. It seened to be a substantial, substantial
I ncrease.

Now, of course the OPC sent data requests
to the Conpany asking, you know, for themto explain
to us where that nassive increase in vehicle costs
were comng from And the answer we got back
anounted to little nore than we buy things when we

need them w thout any real explanation for why we
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were seeing that increase. This puts us in a
somewhat awkward position.
Traditionally the burden of proof in
cases such as this have al ways been that the Conpany
has to bear its burden, but it gets a presunption of
prudence that shifts the burden of production onto
other parties. So at this stage, effectively, the
OPC has to first establish that $30 mllion of
vehicles with no supporting evidence explai ni ng why
that increase is so |large conpared to past cases is
I nprudent. We frankly believe that it's inprudent on
its face. That it makes no sense to have that nuch
of an increase, again, wthout explanation as to why.
At that stage it should have
theoretically turned back to the Conpany to have to
prove that it was, in fact, prudence, which would
normally require themto put forward evi dence
expl ai ni ng why that anmount of noney makes sense for
vehicles. In its responsive testinony to
M. Robinett's position all the Conpany actually laid
out was that it's not vehicles. It's light trucks
and | think heavy trucks. Which, okay. That doesn't
actually answer the kind of underlying problem
t hough, which even then you're still seeing a nassive

i ncrease in vehicle expenditures for plant, far above
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what we woul d have seen in past years with still no

expl anation for why we have such a sudden | arge
I Nncr ease.

Therefore, the OPC s position is that the
Conpany cannot prove the prudence of these
expenditures and they should be excluded. | invite
you to ask M. Robinett questions regarding this
particul ar concern, but otherwse, it's fairly as
sinple as that.

The only other issue | want to touch on
Is allowance for funds used during construction or
what is known as AFUDC. | believe that M. Cooper
adm rably expl ai ned the current nethodol ogy that the
Comm ssion -- sorry -- the Conpany is using with
regard to this, so | won't belabor that point. The
short version is that allowance for funds used during
construction is intended to allow a conpany to
recover construction costs incurred between rate
cases. Those construction costs are generally funded
t hrough bridge financing, neaning short-term debt.
As a result of that, it's traditionally accepted that
the short-termdebt will be used to fund the AFUDC
when it is put into rates until the AFUDC exceeds the
short-term debt bal ance and then you woul d nove

towards remai ning debt and finally to rate base if it
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exceeds bot h debt bal ances.

And as was di scussed earlier on the stand
wth Ms. Bolin, this is exactly what | believe the
uni form system of account instructions for water
states. Again, it's included in M. LaGand's
testinmony. It effectively states that a utility is
supposed to use debt bal ances first and then
remai ni ng funds for anything left over. However, if
the Conmm ssion were not to go with that, the
Comm ssion's second alternative would be to utilize
the fornmula directly contained in the electric USQA
whi ch has been and currently is the stated opinion of
Staff witness Ms. Bolin per the testinony given
t oday.

So in summary | woul d argue that the
Comm ssion should order the Conpany to maintain its
exi sting AFUDC net hodol ogy which is consistent with
the USQA requirenents for water, or failing that,
order the Conpany to apply the USQA instructions that
are in place for electric utilities as recomended by
Ms. Bolin. They should not go to the Conpany's
request to utilize the actual bal ances because that
means they wll be funding construction costs with
dollars that weren't used to actually fund

construction. They'll be treating construction costs
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that were funded with short-termdebt as it was

funded through equity issuances which is sinply not
true and violates the matching principle.

Those are the two issues on which the OPC
has a stake on this particular issue and so if there
are no questions, | am done.

JUDGE SEYER: All right. Do the
comm ssi oners have any questions for M. dizer?
Ckay. Thank you. Conpany may call its first
W tness -- excuse ne -- call its first wtness on
this issue.

MR. COOPER  Your Honor, we'd call Brian
LaG and.

(Wtness previously sworn).

BRI AN LAGRAND,
the w tness, having been first duly sworn,
testified as foll ows:

MR. COOPER M. LaG and appeared earlier
today and has been sworn and is tendered for cross-
exam nation. Sorry. Did | not say tendered for
Cross-exam nation?

JUDGE SEYER: Oh, you did not, unless --
unless like this norning. Al right. M. Kl aus, any
Cross- exam nation?

M5. KLAUS: No questions, thank you,
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Judge.
JUDGE SEYER® M. dizer?
MR CLIZER  No questions, thank you.
JUDGE SEYER M. Opitz?
MR, OPITZ: No questions, thank you.
JUDCGE SEYER: Any questions fromthe
comm ssioners? Al right. Hearing none. | do have
sone questions nyself.
THE W TNESS: Ckay.
QUESTI ONS
BY JUDGE SEYER
Q | don't know if it was M. dizer, | think

soneone though in the opening statenents touched on
It a bit, but 1'"'mgoing to ask you. In general terns
can you explain what CIACis and why it's deducted
fromrate base?

A So CIAC is contributions in aid of
construction. And that is -- like an exanple is
maybe a devel oper builds a subdivision. They put in
the -- the water mains, contribute those to the
conpany. They're the Conpany's assets, but the
Conpany didn't put forth their own funds to purchase
the assets, so we don't earn a return or collect that
fromthe custoner.

Q Can you explain in general terns why Cl AC
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Is anortized and if that anortization inpacts
M ssouri-Anmerican's cost of service.
A Wll, it's -- it is -- well, I think I can
answer, but I knowIl'm-- I'"mnot really the w tness

on CIAC, so | probably should defer to a Cl AC witness
on that. | apol ogi ze.

Q That's fair. That's fair enough

| believe it was early this norning when

we were tal king about your suppl enental direct
testinony and I think we kind of agreed that the
table at the end of your testinony, your prefiled
testinony we've referred to as schedule BLW1. |Is

that correct?

A Yeah. BW, yes.

Q BW.. Can you -- do you have access to
t hat ?

A Yes. Just give ne a nonent.

Q On the first page of that table, do you

see the |ine, Pension Asset?

A | do.

Q Ckay. That's about hal fway down. And in
the third colum, the dollar figure is 29, 455, 158.

A Yes.

Q Do you know if -- do you know if the only

di fference between your nunber, the Conpany's nunber,
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and Staff on that anpbunt i s because of the date used

to recogni ze that anount?

A | believe that is the case, but may | nake
a point of clarification --

Q Sur e.

A. -- that maybe is hel pful ?

So | know t he Conpany has several

Wi tnesses in this kind of section, and I'monly
testifying on the AFUDC i ssue.

Q kay.

A So | think we have other w tnesses that
woul d be in a better spot to provide nore col or on

sone of the other rate base itens.

Q Ckay.
A | hope that was okay to --
Q No, no.
A -- clarify.
| appreciate that. And | assune that you
don't -- can't tell nme which of those w tnesses?
A. You know, | don't even have the list. |

t hi nk maybe M. Cooper can help nme out.

Q M. Linamand Ms. Gisham are scheduled to
testify.
A | think M. Linamis primarily talKking

about the plant in service projects, and Ms. Gisham
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is tal king about nost of the other rate base itens.

Q Ckay. Al right. And they would be
what -- would they be better w tnesses also for
guestions on depreciation reserve?

A Yes.

MR COOPER M. LaGand's, really the
only subject in his testinony | think that relates to
these issues other than his calculation of the
overall cost of service is the AFUDC i ssue.

JUDGE SEYER: Ckay. Al right. Then I

do not have any further questions. Any recross by

Staff?
M5. KLAUS: No, thank you, Judge.
JUDGE SEYER  OPC?
MR, CLIZER  No, thank you, your Honor.
JUDGE SEYER:  MECG?
MR, OPITZ: No, thank you, your Honor.
JUDGE SEYER: All right. Any redirect?
MR. COOPER  No, your Honor.
JUDGE SEYER Al right. Thank you,
M. LaG and.
THE W TNESS: Thank you.
JUDGE SEYER: M. Cooper, call your next
W t ness.
MR. COOPER W would call M. Derek
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS

www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

. Page 153
L1 nam

JUDGE SEYER: CGood afternoon. You have
your right hand rai sed.

(Wtness sworn).

DEREK LI NAM
the w tness, having been first duly sworn,

testified as foll ows:

JUDGE SEYER: Thank you.

DI RECT EXAM NATI ON

BY MR COOPER

Q Wul d you state your nane pl ease.

A Der ek Li nam

Q By whom are you enpl oyed and i n what
capacity?

A. M ssouri - Anmeri can Water Conpany as a

speci al projects engi neer.

Q Have you caused to be prepared for the
pur poses of this proceeding certain direct testinony
in both public and confidential form and
guesti on- and- answer forn?

A. Yes, | did.

Q s it your understandi ng that that
testi nony has been marked as Exhibit 15P and 15C for
I dentification?

A Yes.
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Q Do you have any changes you would like to
make to that testinony at this tinme?

A QG her than a title change | had back in
Sept enber, no changes.

Q So what's listed in the current testinony?

A. Deputy director of engineering.

Q Ckay. And your current title is?

A Speci al projects engineer.

Q If | were to ask you the questions which

are contained in Exhibits 15P and 15C today, woul d

your answers with the correction of your title be the

sane?
A Yes.
Q Are those answers true and correct to the

best of your information, know edge, and belief?
A Yes.

MR. COOPER:  Your Honor, | would offer
Exhi bit 15 into evidence and tender the wtness for
Cross-exam nati on.

JUDCGE SEYER: Any objection to the
adm ssion of the Exhibit 157

M5. KLAUS: No objection.

JUDGE SEYER: Al right. Exhibit 15,
both public and confidential versions, is admtted.

(Conpany Exhibit 15 was adm tted and nade
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a part of the record.)
JUDGE SEYER: Ms. Kl aus, do you have
Cross-exam nation?
M5. KLAUS: No questi ons.
JUDGE SEYER M. dizer?
MR CLIZER  No, your Honor.
JUDGE SEYER Al right. M. Opitz?
MR. OPITZ: No, thank you, your Honor.
JUDGE SEYER: Are there any questions f

the wtness by the conm ssioners?

but I"'mnot sure if this is the right witness. It
coul d have been M. LaG and. Soneone to speak to
vehi cl e dollar anmount that's been requested to be
recovered. |Is this the correct wtness or should
have gone to M. LaG and?

MR. COOPER  Chair, | don't -- Chair,
it"s not -- | don't think it's going to be
M. LaGand either. | think it's going to be
Ms. Gisham who's next on the |ist for us.

CHAIR HAHN:. Perfect. Thank you.

JUDGE SEYER: Al right. | have it on
good authority, M. Linam that maybe you're the
person | need to ask questions that | just asked

M. LaG and. ls that --

Page 155

or

CHAIR HAHN: Judge, | do have a question

t he
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THE W TNESS:

depreci ati on.

hand pl ease.

t he w t ness,
testified as foll ows:

JUDCGE SEYER

BY MR COOPER:

JUDCGE SEYER  You can't blanme ne for
trying. Al right. Then I don't have any questions
| believe. |Is there -- well, there was no cross-
exam nation. Correct? Al right. Then you're free
to go. Al right. M. Cooper.

MR. COOPER  Your Honor, we would call
Ms. Jennifer Gisham

JUDGE SEYER: Good afternoon.

M5. GRI SHAM  Good afternoon.

JUDGE SEYER: Wbul d you raise your right

(Wtness sworn).
JENNI FER GRI SHAM

havi ng been first duly sworn,

DI RECT EXAM NATI ON

Q Be seated. Wuld you state your nane.

A Yes. It's Jennifer Gisham

Q And by whom are you enpl oyed and i n what
capacity?

A | am a seni or manager of regulatory

Page 156

Not if it's related to

Thank you.
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. . . . Page 157
services with American Water Service Conpany.

Q Have you caused to be prepared for the
purposes of this proceeding certain direct testinony
and rebuttal /surrebuttal /sur-surrebuttal testinony in
guesti on- and- answer forn?

A. Yes.

Q s it your understandi ng that that
testinony has been marked as Exhibits 10 and 11 for
i dentification?

A. Yes.

Q Do you have any changes you'd |i ke to nmake
to that testinony at this tine?

A | do have one to ny rebuttal testinony.
Page 11, line 5. W're tal king about the -- the

nunber of years for the depreciation rate for neters

says 30 years. It should be approxi mately 42.
Q |s that the only change you have?
A. Yes.
Q If | were to ask you the questions which

are contained in Exhibits 10 and 11 today, would your
answers as now anended be the sanme?

A Yes.

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

A They are.
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MR. COOPER: Your Honor, | would offer rage 1o
Exhi bits 10 and 11 into evidence and tender
Ms. Gisham for cross-exam nation.

JUDCGE SEYER:  Any objection?

M5. KLAUS: No objection.

JUDCGE SEYER: Al right. Exhibits 10
and 11 are adm tt ed.

(Conpany Exhibits 10 and 11 were admtted
and made a part of the record.)

JUDGE SEYER: Ms. Kl aus, do you have any
guestions?

M5. KLAUS: No questions, thank you,
Judge.

JUDCGE SEYER M. dizer?

MR CLIZER No questions at this tine,
t hank you.

JUDGE SEYER® M. Opitz?

MR. OPITZ: No, thank you, your Honor.

JUDCGE SEYER. Are there questions from
t he conm ssi oners?

CHAI R HAHN:  Yes, Judge.

JUDGE SEYER: Chair Hahn.

QUESTI ONS
BY CHAI R HAHN:
Q Ms. Gisham | -- you m ght have heard ny
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inquiry. Can you please speak to the vehicle issue

that was described in M. Cizer's opening
st atenent s?

A | -- I will do so. As | believe
M. Cdizer nentioned, there was sone concern from OPC
regarding, | think it's about approxinmately $30
mllion in additions from January 2024 through
May 2025 for vehicles. So | know that M. Robinett
in his direct testinony expressed sone concern about,
| think all of themwere -- all of the dollars were
ina light duty vehicle category. They shoul d have
been spread out in our initial SKEP that we provided,
and we did do so in subsequent testinony.

So the -- the bottomline dollar did not
change, but we did accurately allocate those dollars
to, you know, cars, light duty vehicles, heavy duty
vehi cl es, and ot her vehicles.

As far as the increase, | do believe that
t he Conpany did address why or what was the driving
force behind the increase in spending on vehicles in
a data request, OPC 8552 which describes that. It
was not sponsored by ne, but it does go into depth
sone of the reasoning behind the increase in vehicles
over the last ten years.

Q Wul d you m nd just high I evel providing a
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sunmary of that response? Because fromM. dizer's

opening statenents it was not satisfactory to OPC as
to the justification for the increase. So if you
could just try to explain to nme the Conpany's
rationale for the increase, that would be hel pful.

A. kay. Again, just to clarify, it wasn't
sponsored by nme; I'mreading fromthe DRitself. So
It says, in summary, 2018 to hel p reduce the nunber
of injuries and utility strikes, the Conpany started
purchasing and utilizing nore hydroexcavation trucks.
These trucks are significantly nore expensive than a
standard heavy duty truck in conparison to a dunp
truck or crewtruck. It also stated the Conpany
shifted to using nore mni excavators rather than
backhoes because this equipnent is less intrusive and
nore nobile on a job site.

We al so say to inprove enpl oyee safety
around 2018 heavy trucks started to be outfit with
addi tional safety features such as 360 caneras and
additional lighting. W say that the heavy -- heavy
truck market continues to see stricter em ssions
requi rements which also drive up costs. And then
there is a discussion about the Consumer Price |ndex
since 2021 that has led to an increase in costs.

Q Did that data request have any
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cal cul ations for previous nunber of vehicles bought

versus nunber of vehicles bought in this period just
to kind of ex -- and at what price points so we can
see the conparison? 1Is it nore vehicles or is it
sanme nunber and just the cost because of the types of
vehi cl es you' re buying were nore expensive? |'m
still trying to understand, you know, is it nore
vehicles, is it a conbination of nore expensive,
just?

A Yeah. | -- | see what you're asking, and
|"'mtrying to see if there are any other discovery
gquestions that would lay that out nore clearly. You
know, | ooking at sone others, OPC 8556, shows over
the last five years the nunber of trucks that were
purchased annually. Specifically what you're asking
for, I -- 1 don't know right nowif we have that
readily available. Wen | say readily avail able, |
nmean at this very nonent.

CHAI R HAHN:  Understood. Thank you.

MR. COOPER Chair, would you like to
request that we -- we file those DR responses in the
case or offer those as an exhibit in the case?

CHAIR HAHN: | think that woul d be
hel pful for this particular issue.

JUDGE SEYER: Al right. Are there any
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ot her questions fromthe comm ssioners? Al right.

| do have questions, Ms. Gisham
THE W TNESS. Yes.
QUESTI ONS

BY JUDGE SEYER

Q And sone of these will be ones that you
may have al ready heard fromthe back of the room

A Ckay. Ckay.

Q So I'mreferring to M. LaG and's

suppl enental direct testinony. Do you have that

handy?
A. | do not.
Q You don't.
A. In front of nme, | do not.
MR. COOPER  Your Honor, would you |ike
nme to --

JUDGE SEYER: Sure. | would like to
think that with today's technology that it could al so
be pulled up on the conputer, but that's -- your
nmet hod seens qui cker.
MR. COOPER. We'Ill go old school for a
whi | e.
THE WTNESS: Gkay. Thank you. Ckay.
BY JUDGE SEYER
Q Ckay. At the -- at the end of his
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testinony there is a table over on Revenue

Page 163

asset item

Requi r enent .

A Uh- huh.

Q And so on that first page of the table --
A. Ckay.

Q -- roughly hal fway down there is a pension

Do you see that?

A Yes.

Q kay.

A Under the add?

Q Yes.

A Yes.

Q And in the third columm, the
proforma 5/31/25 col um.

A Uh- huh.

Q The dol | ar anount's 29, 455, 158.

A Uh- huh.

Q Do you know if the only difference between

the Conpany's figure and Staff on that anmount is

because of the date used to recognize that anount?
A "Il say | believe so.
Q You believe so. Ckay.
A | believe so.
Q You can't think of any other reason?
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A Not right now, no.

Q kay. On the second line of that sane
page.

A Uh- huh.

Q It lists, Accunul ated provision for
depreci ati on.

A Uh- huh.

Q And that carries a credit bal ance.
Correct?

A Correct.

Q Is that a -- is that deducted from pl ant

in service to get net plant in service or net book

val ue?
A Net plant in service.
Q Net plant in service. Gkay. As far as

the general |edger entry to record depreciation

expense.
A Uh- huh.
Q Wul d the entry debit depreciation expense

and credit accunul ated depreci ati on expense?

A A debit to -- yes. That's what shoul d be
happeni ng.
Q kay. And a credit to accunul ate --
A. Correct.
Q -- depreciation reserve?
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A. Correct.

Q Over tine the accunul ated depreciation
reserve increases each year by the depreciation

expense. Correct?

A. Theoretically, yes.

Q | ve never taught an accountant.

A. Ckay.

Q The USQA instructions, if you know, for

retirenment of plant in service is to credit the plant
account for the original cost and debit the
accunul ated depreciation reserve for the sanme anount.
Is that a fair statenent?

A Subj ect to check, yes.

Q Okay. Do you know if the USOA gui delines
have any further instructions for retirenment of plant

in service?

A And | woul d have to check on that
unfortunately. | can't answer that right now.
Q Does the accunul at ed depreci ati on reserve

nmeter plant account negative bal ance create an
increase in the net plant of service and rate base?
A Does it -- does it increase our rate base?

| s that what you're asking?

Q Yes.
A The fact that it's negative?
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Yes.

It -- | believe so, yes.
Ckay. Throughout your direct testinony --

Uh- huh.

o >» O > O

-- you refer to CAS schedul es.
Are those schedul es included in
M. LaGand's direct testinony as schedule BL --
BW._- 37

A | hate to say subject to check, yes.
Those are the cost accounting schedul es.

JUDGE SEYER: M. Cooper, that -- | don't
suppose that's a schedul e that you have a paper copy
of handy?

MR. COOPER | can have. W'Il| see if |
copied all those schedules. | did not. | don't
think Ms. N eneier does either, but M. LaG and, as
you m ght expect, did have all those schedul es.

THE WTNESS: GCkay. | have them
BY JUDGE SEYER

Q Al right. So ny question was are the CAS
schedul es that you referred to in your direct
testinony, are they the sane as schedul e BW.- 3?

A |"mlooking. I'mlooking. Yes. This
feeds into BW-3, the schedules that we prepare.

Q Ckay. Could you repeat that answer?
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this BW.- 3.

refer you to your rebuttal/surrebuttal --

A The schedul es that we prepared, that

Is prepared by nme or under ny direction, feed into

Q Ckay. And | have a question where

Page 167
| say

woul d

A. Ckay.
Q -- sur-surrebuttal testinony on page 7.
A Page 7. Gkay. Ckay.
Q Roughly |ine 16.
A Uh- huh.
Q You provide a calculation of CA -- of
Cl AC --
Uh- huh.
-- fromJune 30th, '22 to June 30th, '24
from an endi ng net bal ance of 318.6 mllion.
A Correct.
Q WIIl that anmount be updated to 12/31/2024
in true-up testinony?
A And it was.
Q kay. It was?
A Yes.
Q kay.
A Yes.
JUDGE SEYER: Al right. | have no
further questions. M. Klaus, do you have any
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recross?

M5. KLAUS: No questions, thank you,
j udge.

JUDGE SEYERT M. Opitz, do you have any
recross?

MR. OPITZ: No, thank you, your Honor.

JUDGE SEYER M. dizer?

MR, CLIZER Yes. Yes, | do. And I'll
be nmoving to introduce a couple of exhibits. |
apol ogi ze in advance; it wasn't ny intention to hold
these in reserve. | just got confused and thought
they were related to the depreciation issue. Also,
since the Conm ssion asked for the exhibits 8552 and
| believe it was 8556, | was going to introduce those
as well, but actually I've only got one copy of each.
| could have additional copies made or you can tell
me how you want to proceed with that.

But before | get to that, can | have
an exhi bit marked? Should be Exhibit 322 |
bel i eve.

JUDGE SEYER: 3227

MR CLIZER  Yes.

THE W TNESS: Thank you.

RECROSS- EXAM NATI ON

BY MR CLI ZER
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Q Ms. Gri sham

A Uh- huh.

Q Have you had a chance to review what's
been mar ked now as OPC Exhi bit 3227

A. 3 -- this is what you just gave ne?

Q That's what --

A Yes.

Q -- | just handed you

A Yes.

Q And you would agree with ne that this is

t he Conpany's response to OPC data request 8514 which
you identify yourself as the responsible w tness on
t he second page?

A Correct.

Q You woul d agree with ne that the data
request asked for -- data request 8500 showed NMAWC
pl ans to add approximately 30.5 mllion in cars,
transportati on equi pnent in the period between
January 2024 and May 2025. Pl ease expl ain what these
vehicles will be utilized for and identify where a
support for the additions can by found in the
Conmpany's filed case.

A Ckay.

Q And you woul d agree wwth ne that under the

i nformation provided if | drop down to the first
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par agraph under the table, Support for these

addi tions can be found in the Conpany w tness Derek
Linami s direct testinony, page 11, line 8, then the
quot ati on mark, The purchase of tools, furniture,

equi pnment, and vehicles is based on required needs.

A. Ckay.

Q Addi tional quotation mark. Correct?

A It says that, yes.

Q There is additional |anguage after that,
but | honestly don't want to try and read it all into
the record. Qoviously it'll becone part of the
record when | admt it. | guess if you feel it is
I nportant, you can be redirected on it.

But at this stage | would nove to omt
[sic] OPC Exhibit 3222 [sic]?

JUDGE SEYER: Al right. Exhibit 322 is
OPC data request 8514. |Is there any objection?

MR. COOPER. None fromthe Conpany, your
Honor .

M5. KLAUS: None from Staff.

JUDCGE SEYER: Al right. Then Exhibit --
OPC exhibit 322 is adm tted.

(OPC Exhibit 322 was admtted and nade a
part of the record.)

VR. CLI ZER: Move to mark anot her
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exhi bit, OPC 323.
BY MR CLI ZER
Q Ms. Gisham have you had an opportunity

to respond to what's been now marked as OPC

Exhi bit 3237
A. You said to respond?
Q No. To exam ne, sorry.
A. Yes.
Q You would agree with ne that this is a

copy of the Conpany's response to OPC Exhibit 8 -- to
OPC s data request 8513. Correct?

A. Yes.

Q To which you are the sponsoring w tness?

A. Yes.

Q Correct? And this data request at a high
level, | don't want to get into the detail, concerns
a -- information related to the plant reserve dollars

associated with the vehicles. Correct?
A Correct.
MR CLIZER Al right. 1'mjust going to
nove for the adm ssion of OPC Exhibit 323.
JUDGE SEYER: Al right. |Is there any
obj ecti on?
M5. KLAUS: No objection from Staff.
MR. COOPER:  No objection, your Honor.
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JUDGE SEYER Al right. Exhibit 323 is

adm tt ed.

(OPC Exhibit 323 was admtted and nade a
part of the record.)

MR, CLIZER Now, this is where things
get interesting. | have, like |I said, only one copy
unfortunately of the next two. | can go through the
process of laying the foundation if the other parties
are okay with ne not providing one at this tine. |
have a sneaki ng suspicion that the Conpany is going
to object to adm ssion of 8552 or 8556. And | can
|l et staff produce quickly if you want and I w |l get
addi tional copies before the day is out. O if we
want, we can take a different nethod.

JUDGE SEYER: Let's go off the record
tenmporarily. W'Il|l give themchance to | ook at them
|f we need to have copies of those nade, we can do
that while we're off the record. So going off the
record.

(O f the record.)

JUDCGE SEYER: Let's go back on the
record. We're back on the record.

MR CLIZER Al right. I'mgoing to try
and do this quickly then. 1'll nove to mark OPC -- |
wi Il nmove to mark OPC data request 8552 as OPC
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Exhibit 324. And while I'mat it |I wll just go
ahead and nove to mark OPC data request Conpany
response 8556 as OPC Exhi bit 826.
MR, COOPER:  You nean 3257
JUDGE SEYER  325. | think you said 826.

MR. CLIZER  Yeah, probably. 325. Let
me correct that. OPC data request 8556 woul d be
mar ked as OPC Exhibit 325. |[Is that accurate?

JUDGE SEYER | think we're on the sane
page.

MR CLIZER Okay. And I'mjust going to
speed run the foundation | aying here because | don't
think that's going to be a problemdue to the two
provi ded --

MR COOPER In fact, if you want to
offer them we would not object, as you suspected
earlier.

MR CLIZER Staff, are you
contenpl ati ng?

M5. KLAUS: No. No objection from Staff.

MR CLIZER Al right. 1'lIl offer them

JUDGE SEYER: Okay. So Exhibits 324
and 325 have been offered and there are no
obj ections. 324 and 325 are adm tted.

(OPC Exhibits 324 and 325 were admtted
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and made a part of the record.)
MR CLIZER Al right. | know that was
| abor intensive. | apologize. | have no further
guesti ons.

JUDCGE SEYER: M. Cooper, do you have
redirect?

MR COOPER  No, your Honor.

JUDGE SEYER. Al right. M. Gisham
t hank you for your testinmony. And, M. dizer, "Il
ask you this since they're your exhibits, but these
are the data -- are these the data requests that
Chair Hahn was referring to?

MR, CLIZER  That was ny under st andi ng.

JUDGE SEYER  Ckay.

MR COOPER | believe it is, your Honor.
They were the two that were called out during that
guesti on.

JUDGE SEYER. Ckay.

MR. COOPER The two of them were two
that were called out.

JUDGE SEYER: Al right. Then it's ny
understanding that we are ready for Staff w tnesses
on this topic or this issue. So call your first
W t ness.

M5. KLAUS: Yes, Judge. Thank you.

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025
Page 175

Staff calls Al exis Branson.

(Wtness previously sworn).

ALEXI S BRANSQN,
the w tness, having been first duly sworn,

testified as foll ows:

JUDGE SEYER Al right. M. Branson was
previously placed under oath, so Ms. Klaus, go ahead.

M5. KLAUS: Thank you, judge. And |
believe we will be seeking to file sone corrected
testinony for Ms. Branson on the topic of
depreci ation, so happy to address it nowif you woul d
li ke sone live testinony on that. W can take it up
In depreciation as well. Oherw se, woul d tender
Ms. Branson for cross-exam nation.

JUDCGE SEYER Let's take that up in
depreciation. So any cross on behalf of the Conpany?

MR. COOPER  No, your Honor.

JUDGE SEYER  Public Counsel ?

MR CLIZER  No, your Honor.

JUDGE SEYER  MECG?

MR OPI TZ: No, thank you, your Honor.

JUDGE SEYER: Are there questions from
t he comm ssioners? Hearing none. Let ne check ny
notes. All right. | do not have any questions. So

you're free to go.
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THE W TNESS: Thank you. raoe it

JUDGE SEYER: Ms. Klaus, call your next
W t ness.

M5. KLAUS: Thank you, Judge. Staff
calls Sherrye Lesnes.

(Wtness previously sworn).

SHERRYE LESMES,
the wtness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER: Ms. Lesnes, you may have a
seat. You were placed under oath yesterday | believe
so.

THE W TNESS: Yes.

JUDCGE SEYER: And we have Ms. Hansen.

You can go ahead, Ms. Hansen.

M5. HANSEN: Al right. | believe that,
Ms. Lesnes, your testinony, the applicable testinony
has al ready been submtted as exhibits, | think it
was nunbers 219 and 207. So with that, | can tender
her for cross.

JUDCGE SEYER: There is hesitation on ny
part sinply because | don't have that checked as
being admtted, offered or admtted. It's very
possible that it was and | neglected to mark that on

my sheet. So | will ask the other parties if
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there's any objections, in case | did not admt
that already, any objections to the adm ssion of
Exhi bit 207 or 2197

MR. COOPER No. And | do have it
checked on ny list for what it's worth, so.

JUDCGE SEYER:. All right. Hearing no
obj ections. It appears that it already has been
admtted. At this point I wll ask the Conpany if
t hey have any cross-exam nati on.

MR COOPER  No, your Honor.

JUDGE SEYER: Public counsel ?

MR CLIZER  No, your Honor.

JUDGE SEYER:  MECG

MR. OPITZ: No, thank you, your Honor.

JUDGE SEYER: Al right. Are there any
comm ssi oner questions? Gkay. And | have no
questions nyself. So thank you. Call your next
W t ness.

M5. HANSEN: We would |ike to call
Chri st opher Boronda.

JUDGE SEYER  Thank you. You have your
ri ght hand rai sed.

(Wtness sworn).

CHRI STOPHER BORONDA,

the wtness, having been first duly sworn,

Page 177
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testified as foll ows:
JUDGE SEYER: Thank you.
DI RECT EXAM NATI ON
BY MS. HANSEN.

spell your nanme for the record.

A. My nane is Christopher Boronda.

is spelled B-o0-r-0-n-d-a.

Q By who are you enpl oyed and in what
capacity?
A. | "' m enpl oyed by the Public Service

Comm ssion as a utility regulatory auditor.

testinony, direct and rebuttal testinony?

A Yes.

time finding what nunber his exhibit would be.
JUDGE SEYER | believe 202.
M5. HANSEN: Thank you very nuch.
BY MS. HANSEN:

Exhi bit 2027
A. Yes.

Q M . Boronda, can you please state and

Q Al right. Wich has been marked as

Page 178

Christopher's spelled Ch-r-i-s-t-o0-p-h-e-r. Boronda

Q Al right. And did you sponsor the direct

Q kay. And I'msorry, |'mhaving a hard

Q Thank you very nmuch. Al right. And then
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at this tinme do you have any corrections that you

would i ke to make to Exhibit 202?
A | do have one correction to nmake on
page 8, line 2. | entered in annualized the. A
correction to that would be to determ ne the annual.
Q Al right. Thank you very nuch. All
right. So barring the correction that you nmade or
that you cited previously, if | asked you the sane
guestions today with Exhibit 202, would your answers
be the same?
A Yes.
Q Al right. Are those answers true and
correct to the best of your know edge and belief?
A Yes.
M5. HANSEN. Al right. Thank you. At
this time | offer Exhibit 202 into the record.
JUDGE SEYER: Any objection? Exhibit 202
Is admtted.
(Staff Exhibit 202 was adm tted and nade
a part of the record.)
M5. HANSEN. Thank you, Judge. At this
time | tender the witness for cross-exam nation.
JUDGE SEYER: |Is there any cross on
behal f of the Conpany?
MR. COOPER  No, your Honor.
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JUDGE SEYER  Public Counsel ?

MR. CLIZER  No. No, your Honor, thank
you.

JUDGE SEYER  MECG?

MR, OPITZ: No, thank you.

JUDGE SEYER  Any questions fromthe
comm ssioners? And | have no questions nyself. So
t hank you for appearing today.

THE W TNESS: Thank you.

JUDGE SEYER: And according to the
schedul e we have John Robi nett retaking the stand for
the O fice of Public Counsel.

(Wtness previously sworn).

JOHN ROBI NETT,
the w tness, having been first duly sworn,
testified as foll ows:

MR CLIZER Wuld you like ne to
proceed?

JUDCGE SEYER: Yes, please.

MR, CLIZER M. Robinett's testinony has
al ready been offered and admtted to the record and |
believe he is still under oath, so | tender the
Wi t ness for cross-exam nati on.

JUDGE SEYER M. Opitz, do you have any

Cr oss?
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MR. OPITZ: No, thank you. reoe il

JUDGE SEYER: Ms. Kl aus?

M5. KLAUS: No questions, Judge.

JUDCGE SEYER: It's a good thing | | ooked
up. M. Cooper?

MR. COOPER  No questi ons.

JUDGE SEYER Al right. Any questions
fromthe conm ssioners? Al right. | don't have any

guestions nysel f.

QUESTI ONS
BY JUDGE SEYER
Q Well, let me ask you this. Well, | do
have one possible question. Wwen | -- when | use the

term"position statenent,” do you know what |'m
referring to?

A. Yes.

Q Okay. So in the Public Counsel's position
statenent they stated, AFUDC should be cal culated in
t he same manner noving forward as was done in the
thi s case.

Can you speak to that, do you have any
opi nion on that?

A No.

JUDGE SEYER: Ckay. All right. That's ny

only question and you're free to go.
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MR CLIZER  Your Honor, if you so
desire, the OPC will supplenent its position
statenent to explain that if you so desire, but.

JUDGE SEYER  Yeah, let's do that. |
appreci ate that.

MR. COOPER | was about to say, your
Honor, that his brief wll probably suppl enent that
posi tion.

MR, CLIZER  OCh, yeah. That al so works.

JUDGE SEYER: That's satisfactory. Let's
do it that way. Al right. And it's ny
understanding that M. Rley will not --

MR CLIZER  Correct.

JUDGE SEYER -- testify on this topic.

Then are we ready to nove on to the next
I ssue or take a break?

MR. COOPER: W could take a short break.

JUDGE SEYER Let's take a ten-m nute
break and restart roughly at 2:30. Going off the
record.

(O f the record.)

JUDGE SEYER: Let's go back on the
record. We're back on the record. Do the parties
W sh to present opening statenents on the issue of

Depreci ati on?
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MR. COOPER: Yes, your Honor.

JUDGE SEYER: Al right. M. Cooper, go
ahead.

MR, COOPER Just a little road map here
to start with. Depreciation issue has four subparts:
Depreci ation rates, which | believe was a settled
i ssue as a part of the first stipulation; subpart B,
Depreci ati on Expense; essentially the parties have
wai ved cross on that -- that piece because it's
ei ther discrete adjustnent issue or a roll-out issue
fromother matters; and that | eaves us with the
Depreci ati on Reserve and Capitalized Depreciation
I ssues which are C and D.

Capitalization Depreciation is a
net hodol ogy difference between Staff and OPC which
we'll address in detail during the briefing process.
Depreci ation Reserve is primarily an issue raised by
the OPC in regard to negative reserve MAWC has for
meter -- its nmeter account. OPC Wtness Robinett
contends the Conpany's experiencing a negative
reserve for netered accounts due to early
retirenents. However, given that the current
depreciation rate for neters assunes a 42-year
average service life and Comm ssion rule calls for

meters to be renoved, inspected, and tested every ten
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year for five-eights neters and for shorter periods

for larger neters, a negative reserve bal ance is
I nevi t abl e.

The Conpany suggests a revi ew and
consi deration of the -- of this issue and the
depreciation study in the next rate case. Again,
there was an agreenent in the first stip for a
depreciation study to be perforned in that next rate
case. The neters are directly involved in providing
service to custoners and appropriate for cost
recovery fromthose custoners. Therefore,
transferring costs to sharehol ders due to
depreci ation reserve adjustnent as proposed by OPCis
I nappropriate in this case. That's all | have at
this tine.

JUDGE SEYER: Are there any questions
fromthe conm ssioners for M. Cooper? Al right.
Thank you. Ms. Klaus, would you like to nmake an
openi ng?

M5. KLAUS: Yes, Judge, thank you.

May it please the Conm ssion. (ood
af ternoon agai n, Madam Chair, Conmm ssioners, Judge.
My nane is Al exandra Klaus and |'m here today on
behal f of Staff on the issues of Depreciation

Expense, Depreciation Reserve, and Capitalized

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

. . Page 185
Depreci ati on.

Wth respect to Depreciation Expense and
Depreci ati on Reserve, information from Staff can be
found in the corrected staff accounting schedul es
filed on February 18th. | will be using sone
approxi mate nunbers. Schedule 5 details Staff's
position on the appropriate anmount of depreciation
expense to be included in Mssouri-Anmerican's cost of
service. More specifically approximately 86 mllion
IS the appropriate anount to include in the cost of
servi ce.

Schedule 2 details Staff's position on
the appropriate anount of depreciation reserve
expense to be included in the cost of service. Mre
specifically approximately 639 mllion is the
appropriate anmount to include.

Regardi ng capitalized depreciation,
expenses related to construction projects are
accunul ated in construction work in progress accounts
that can be included in rates after conpletion of
each project. The capitalized expenses include
depreci ati on expense associated with assets used in
construction such as power-operated equi pnment and
transportation equi pnent. Capitalized depreciation

expenses nmust be subtracted fromthe depreciation
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expense cal cul ated using M ssouri-Anerican's total

pl ant in service bal ances to prevent doubl e recovery
In rates.

Based on certain Conpany responses to
Staff data requests, M ssouri-Anerican is not
recording the anount of tinme that assets |ike
transportati on equi pnent and power-operated equi pment
are being used for construction versus expense. As
such, Staff deducted capitalized depreciation based
on the overall capitalization ratio Staff cal cul ated
fromits total depreciation expense to arrive at the
anount of depreciation expense associated with OM
functions. Because of this unrecorded information
Staff needed to use an overall capitalization ratio
rat her than actual capitalized depreciation.

An additional winkle also occurred with
this issue of capitalized depreciation, and nore
specifically, Staff very recently discovered an error
In the capitalized depreciation worksheet. The
adj ust rent nunber shoul d be a negative anount of
approximately $1.6 nillion rather than show ng a
positive adjustnent in the anbunt of $530,931. Staff
Wil file corrected testinony to reflect this
correction.

We thank the Conmm ssion and the parties
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i n advance for their patience and willingness to work

wWth us. Here with nme today to answer your specific
guestions you may have is Alexis Branson. W
appreci ate your consideration of this issue, and |I'1l|
do ny best to answer any questions you nmay have.

JUDCGE SEYER: Al right. | hear no
guesti ons.

M5. KLAUS: Thank you.

JUDCGE SEYER: M. di zer.

MR CLIZER  Good afternoon. My it
pl ease the Comm ssion. Again, John Cizer. Counsel
for Mssouri-Anmerican Water identified that there are
effectively two issues still sort of live with regard
to Depreciation. | believe he referenced the third
i ssue, D, as being an issue between Staff and OPC.
think he neant Staff and the Conpany. The OPC hasn't
taken a position on it.

The OPC s issue only relates to the
reserve bal ance i ssue which should be C 1 believe.
So I'mgoing to run through that very quick. At a
high level | would say that the OPC s issue is
actually a very sinple issue, but it's clouded by the
sort of inherent conplexity of depreciation. So nost
of ny presentation is actually just going to be a

br eakdown of sone of the background of how
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depreci ation works and then I'lIl get into the actual

I ssues sort of nore m dway through.

Al right. So how does depreciation
work. When a utility makes an investnent, it books
the original cost of the investnent into a pl ant
account. As the investnent accrues depreciation, the
utility books the depreciation expense in a
correspondi ng reserve account. Wen the utility
retires the investnent, the original cost is renoved
or credited fromboth the plant account and the
accunul ated reserve accounts, so you take the sane
anount original cost on both of them Ideally the
plant will be fully accrued which neans that you'll
have the entirety of the net original cost in the
depreci ati on reserve.

So to run through a quick exanpl e of
what this would |look like, let's assune for a nonent
that we have a $20 mllion plant in service
i nvestnent, $20 million investnent and let's give it
just a four-year life. Wat that neans is that every
year they should collect one-fourth of the total
I nvestnent cost until hopefully the plant becones
fully accrued. If it is then retired after four
years, you subtract the $20 mllion net original cost

fromboth the plant in service and the reserve
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bal ance zeroi ng them out.

Ckay. That's easy. However, because you
subtract the original cost fromthe reserve bal ances
when investnent is retired, the reserve bal ances can
and will go negative if the retirenents exceed the
rate of depreciation accunulation. In other words, a
negati ve reserve bal ance exi sts because you had --
you've retired faster than you accunul ated your
depreciation. O to put it even sinpler, a negative
reserve bal ance equates to a retired investnent.

So again, to kind of show what that | ooks
like, let's go back to our exanple. W have a $20
mllion plant in service. Let's assune that it's
been two years, so we have it hal fway accrued and
then we retire it. W subtract the $20 mllion net
original cost fromboth the plant in service and
accunul ati on depreci ation reserve bal ances, resulting
in a negative $10 mllion accunul ated depreci ati on
reserve bal ance after the retirenent.

Now, the |ast part of this whole equation
I s just understandi ng how depreciation reserve
bal ances factor into rates. Utility rates are set
based on net plants. Net plant equals the plant in
service | ess depreciation reserve. There are other

conponents that kind of are plant adjacent, but as
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far as the plant in service depreciation reserve,

this is the sinple equation. Wat that neans is that
a negative depreciation reserve bal ance creates a
positive net plant because you are subtracting a
negative nunber. As a result of that, a negative
reserve bal ance caused by retirenents creates

a negative -- sorry. |If you retire a plants in
excess of accunul ati ons, you create a negative
reserve bal ance and that creates positive net plant
on which the Conpany earns a return. So a negative
reserve bal ance neans the Conpany is earning a return
on a retired asset.

Now, the issue at hand -- because that
was all just the background -- is that M ssouri -
Anerican Water's reserve accounts for their neters
has gone negative. There's no disputing that.
Everyone agrees on that point. And it's gone
negati ve because of retired neters. Again, there
really isn't a dispute on this point. Because they
are retired the neters are no | onger used and usef ul
whi ch creates a probl em because M ssouri | aw
prohibits a utility fromearning a return on assets

that are no | onger used and useful.

And to denonstrate that I'll cite to the
law. | can give you the long citation or | can just
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put it in ny brief, but the Mssouri courts have

found that the utility property upon which a rate of
return can be earned nust be utilized to provide
service to its custoners. That is, it nust be used
and useful. And the Comm ssion itself has cited this
same provision in the past. In the Asbury
securitization case, for exanple, the Conm ssion
determ ned that because Asbury was retired, the
Conpany woul d not be allowed to return a return on
the investnent because it was no | onger used and
useful .

So intotality we need to nmake an
adjustnent. Right now the reserve account for neters
are negative. They are negative because they are
being retired or because we have retired neters in
the account. The retired neters are not used and
useful. Therefore, if you allow the negative account
to be put into plant, the Conpany will earn a return
on plant that is no |longer used and useful.

To correct for that you need to nmake an
adj ustnent to the reserve bal ance that would zero out
the account. |.e., you would credit the account with
t he anobunt of the negative bal ance bringing the
bal ance to zero. And if you don't do this, it neans

that M ssouri-Anmerican Water is earning a profit on
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two sets of neters, one that's in service and one

that has been retired. The OPC s position, apart
fromthe lawitself, is sinply that custoners should
only pay for one neter. So in order to acconplish
that end goal, the Comm ssion needs to order a credit
to the reserve bal ances for neters such that the

bal ance is returned to zero.

Are there any questions? |'mnot hearing
any, so Il'mgoing to slip off.

JUDGE SEYER: Al right. MW
understanding is that we wll first hear froma
Conpany wi t ness.

MR. COOPER  Yes. The Conpany woul d call
Ms. Jennifer Gisham

(Wtness previously sworn).

JENNI FER GRI SHAM
the w tness, having been first duly sworn,
testified as foll ows:

MR. COOPER We woul d tender Ms. Gisham
for cross-exam nation.

JUDGE SEYER: Al right. M. Klaus, any

Cross?
M5. KLAUS: No questions, thank you,
Judge.
JUDGE SEYER:® M. dizer?
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MR. CLIZER  Your Honor, there is one
exhibit that | want to enter in with regards to this
I ssue. However, the responding -- it is a data
request response provided by the Conpany. However,
the responding witness was M. Carlson. | am
perfectly okay to wait for M. Carlson to take the
stand which he is schedul ed to do under Paperl ess
Billing on Monday with the understanding of all the
parties that there won't be an objection to the
rel evance at that tinme because its relevance is
attained to this issue. Does that nake sense?

JUDGE SEYER It does.

MR COOPER M. dizer, would you share
Wi th us what --

MR CLIZER  Sure.

MR. COOPER -- what DR you're talking
about ?

MR. CLIZER Yes, | can do that. There
it is. 8519.

JUDGE SEYER In the neantinme, M. Qpitz,
| don't believe MECG filed a statenent of position on
this issue.

MR, OPITZ: The Depreciation?

JUDCGE SEYER: Right.

MR OPITZ: No.
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JUDCGE SEYER: So would it be okay if |
skip you --
MR OPITZ: That's fine.
JUDCGE SEYER: -- when it conmes to asking

who has cross and recross.

MR OPITZ: Your Honor, | guess there was
sonme question earlier fromM. Cizer, there was a
second stipulation filed yesterday that had sone
issues init. | talked about those yesterday. MECG
filed its objection a little bit ago. Just for
clarity, MECG has no objection to the other issues in
t here besides the UAT.

JUDCGE SEYER: Understood. Thank you.

MR CLIZER Al right. It sounds like
with the Conpany's recomendation, |'mjust going to
go ahead and nove this exhibit in now So | would
nove to mark OPC Exhi bit 326.

CROSS- EXAM NATI ON
BY MR CLI ZER
Q Ms. Gisham have you had a chance to
revi ew what has been -- |'mnot close enough to the
m c.

Ms. Grisham have you had a chance to

revi ew what has been now marked as OPC -- OPC

Exhi bit 3267
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A

part of

none.

Q

| ' ve got

data request response that was provided to the OPC in

response to a request sent on the Conpany?

ahead and nove to admt it now t hen.

which is OPC data request 8519 is admtted.

gquestions. Thank you.

any questions for the witness? All right. Hearing

BY JUDGE SEYER

Page 195
Which is OPC 85197
Correct.
Yes.

You would agree with ne that this is a

Yes, | agree.

MR CLIZER Yes. |I'mjust going to go

JUDGE SEYER: Al right. Any objection?
M5. KLAUS: No objection.

MR. COOPER: No objection.

JUDGE SEYER: Al right. Exhibit 326

(OPC Exhibit 326 was admtted and nmade a
the record.)

MR, CLIZER Al right. No further

JUDGE SEYER: Do the comm ssioners have

QUESTI ONS

Ms. Gisham |'ve got a couple. Wll,

a few questions.

888-893-3767
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Q Coul d you explain for the Conm ssion the
hi story of M ssouri-Anmerican's transition to AM
nmet ers?
A |"'m-- I"mnot the best witness to --
Q Ch, you're not?
A. -- discuss that.
No. | would say Wtness Carl son next
week.
Q Gotcha. Do you have any -- would -- okay.

Wul d you be able to speak to the recommended usef ul

|ife of those neters?

A The recommended use -- the recomended
useful |ife?

Q Useful |ife.

A As -- oh. That's probably another one
that's best for Wtness Carlson. | know that he has

subm tted di scovery, responsive discovery that talks

about the warranties and useful |life on sonme of these
nmeters.
Q Uh- huh
A So he'd be -- he'd be the best one to ask.
Q Ckay. And then | have a question about

negati ve depreciation reserve.

A kay. GCkay. You can ask ne that
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guestion. You can ask ne that question. raoe
Q In general terns can you explain what it
means. | know -- | know M. Cizer touched on it in
hi s opening statenent, but from your perspective.
A. Right. The negative reserve, so it does

eventual ly put the calculations, it does increase our
rate base. You know, as we have stated in discovery
and in our testinony as well, the -- the negative
reserve for neters is not because of retiring the
assets early. W have maintained that there is a

di sconnect between the specific depreciation rate for
neters than what is the average life for them

So right now the neter rate of 2.4 percent
IS -- equates to about 42 years, which is just not
what we -- what we have realistically. | think five
years or so ago in our 2020 rate case we proposed an
increase to that neter rate, | think to 5.8 percent
whi ch woul d have equated to an average of 15 years |
t hi nk approximately for those neters, but that wasn't
approved.

So, you know, we woul d propose that the
solution would be in our next depreciation study for
the next rate case, let's examne the rate for those
neters and cone to a better alignnment so we woul dn't

have a negative reserve as opposed to nmeking an
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adj ust nent .

Q Are there any other things that woul d
cause a negative reserve?

A. There could be. | -- 1 can't say right

now t hough.
Q In this instance do you -- in general
terns do you have an explanation for why this account

IS SO negative?

A. Way the account is so negative?
Q Yeah.
A Again, it's -- the Conpany's naintaining

that it's that m salignnent between rate and what the
useful life is for our neters.

Q And what inpact does that negative reserve
have on your custoners?

A Wel |, again, that negative reserve is
subtracted fromplant in service which increases
plant in service. So going through the revenue
requirenent, that -- it has an inpact. Wat the
specific inpact is | don't know right now, but there
woul d be an inpact on what we're requesting.

JUDGE SEYER: Al right. | don't have
any further questions. M. Klaus, do you have any
guestions --

M5. KLAUS: No questi ons.
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JUDCGE SEYER: -- on recross?
MS. KLAUS: Apol ogies, Judge. D dn't
nmean to overstep on what you were saying there. No
guestions, thank you.
JUDGE SEYER M. di zer.
MR, CLIZER  Hopefully briefly.
THE W TNESS: Uh- huh.
RECROSS- EXAM NATI ON
BY MR CLI ZER

Q Ms. Grisham in answering one of the
guestions to the judge, you know, you outlined the
Conpany's position that the negative bal ance is not
because you are retiring the neters early.

A Uh- huh.

Q | think the key there is that you di sagree
wth the idea that it's early. Correct?

A | want to use a specific term| think that
has been nentioned. W'Il| say early retirenent, yes,
and |'msaying that that's not the case.

Q kay. | -- 1 don't think there's actually
much of a disagreenent that there's a di sconnect at
this point --

A Uh- huh.

Q -- between the -- the life that the neters

are currently expecting and the depreciation rate.
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Pretty sure all the parties agree with

that --
A Ckay.

-- statenent.

But you would al so agree with ne that the
current negative reserve balance is due to
retirements of the neters?

A That the current negative bal ance is due

to retirenents of the neters?

Q Yeah.
A | -- that's |like saying that the current
bal ance due to just our -- our current operational --

operation standards. So |I'mnot sure that | could

say that.

Q Can | direct you to OPC Exhibit 326,
OPC 8519?

A Yes.

Q Wul d you agree with nme that, and |

believe it's the third |Iine beginning, Wen those
meters, | believe it reads, Wen those neters are
retired at the end of their operational life, in
guotes, the remaining, quote, depreciable life

results in a negative accunul ated reserve?

A That's what that says, yes.
Q And | know that M. Carlson was the
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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I ndi vi dual who actually sponsored that. Do you have

a reason to disagree with M. Carlson's statenent

t here?
A H s answer? No, | have no reason to
di sagr ee.
Q Correct. And in regards to the inpact of

t hat negative reserve, the question that was posed to
you - -

A Uh- huh.

Q -- you would agree ne that -- | think
you' ve already testified, in fact, that because it's
a negative reserve, it is effectively becones
positive in net plant. Correct?

A. Mat hematically, yes, that's what happens.

Q And the Conpany wll earn its return on
based on the net plant. Correct?

A Mat hemati cal |y based on revenue

requi renent cal cul ati on, yes.

Q So the negative reserve neters wll -- the
neg -- the current negative reserve account for
meters will generate return on for the Conpany if

allowed to remain in rates. Correct?
A That's part of the revenue requirenent
cal cul ati on.

Q That -- was that a yes?
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A Repeat -- Can you repeat your questlon?

Q Understandable. It is true that the
exi stence of a negative reserve balance for neters
will result in the Conpany earning a return on that
portion of the balance as part of rates set in this
case if it's not renoved?

A. Again, it's part of the overall rate base
and rate base is what's used to earn a return.

MR, CLIZER Ckay. Al right. Thank

you. | have no further recross.

JUDGE SEYER: M. Cooper, any redirect?

MR. COOPER  Yes, your Honor. | want to
mark an exhibit. Are we -- we're on Exhibit 31 |
bel i eve?

JUDGE SEYER:  Yes.

MR COOPER | would like to -- | have a
docunent, | guess we should probably title it,
Average Age of Retired Meters. |I'Il hand that out at
this tine.

JUDGE SEYER  Okay. M. Cooper?
MR, COOPER  Yes.
JUDGE SEYER: Any chance | could get a
copy of that?
MR. COOPER  Ch, yes.
REDI RECT EXAM NATI ON
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A

response,

retired by neter type as well

BY MR COOPER

Ms. Gisham you were asked a question

about why the neter account IS so negati ve.

Uh- huh.
Correct?

Yes.

And | have handed you what's been narked

31. Is that correct?

Yes.

And do you recogni ze that docunent?
Yes, | do.

And what is it?

This is an attachnent to a discovery

OPC 8522, that shows the -- over the | ast

five years the nunber of neters that have been

service for those neters.

Q And did your -- your section, folks you're
responsi ble for, have a hand in putting this
t oget her ?

A. My team worked in tandemw th the
operation team and operation witness -- w tnesses
team yes.

Q And if we |look across -- well, as you
descri bed, year by year there's the quantity of

as the average years in

Page 203
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neters retired and then the average for that -- well,

yes, the average years of service of those retired

nmeters during that year. Correct?

A Correct.

Q And then down bel ow there's an average of
years of service for -- for all meters. Correct?

A. Yes.

Q And t hese nunbers, they're -- if you | ook

across the five-eighths inch neter line, for
exanple, they generally will be -- well, let's --

year 2020, 10.47 years. |Is that correct?

A Correct.

Q And 2021, 11.347

A Yes.

Q 2022, 12.93. |Is that correct?

A Yes.

Q 2023, 11.827

A. Yes.

Q And then 2024, 10.79. Correct?

A Yes.

Q And | think you nentioned it before, the

depreciation rate is actually set up for a 42-year

approximately service life. Correct?

A Correct.
Q And the depreciation rate is theoretically
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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desi gned such that the Conpany wll receive a return
of its investnent in property over the average
service life. Correct?

A Yes.

Q So in this instance -- well, let ne back
up. Are all nmeters included in that 346 account?

A. Yes.

Q So not only the five-eighths but the
| arger neters as wel | ?

A Correct.

Q And so given that depreciation rate,
anything retired less than 42 years is going to
create sone sort of negative bal ance. Correct?

A. Yes.

Q But that negative bal ance al so neans t hat

it is an anount of the Conpany's investnent that it
has not yet received a return of?

A Correct.

Q Are you famliar with the Comm ssion's
rules on the testing of neters?

A. | am

Q s it true that Commssion rule -- let's
see -- 20 CSR 4240-10.030, paren 38, establishes the
period of tinme by which a conpany nust renove,

I nspect, and test neters?
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A

years.

i nch?

> O > O »F

Q

A.

Q
anywhere |
A.

Q
A

that tinme period?

Conpany had proposed to change this neter rate in a

prior rate case?

have at this tinme, your Honor.

Page 206
By neter type, yes.

Ckay.
Met er size, excuse ne.

And for a five-eighths inch neter, what is

For five-eighths inch, that is every ten

And for three-fourth -- three-quarters

That is eight years, every eight year.
For one-inch neters?

It's every siXx years.

And all neters above one inch?

Every four.

You nmentioned it previously that the

Yes, we did.

And again, that was not -- it didn't go
guess - -

Ri ght .

-- Is the answer to that?

That's correct. Yes.

MR COOPER That's all the questions |

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS

www.lexitaslegal.com

California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

. Page 207
JUDCGE SEYER: And you're not offering
this into evidence?
MR COOPER | am | would like to offer

Exhi bit 31.

JUDCGE SEYER:  Any objection?

M5. KLAUS: No objection.

JUDGE SEYER Al right. Exhibit 31 is
adm tt ed.

(Conpany Exhibit 31 was admtted and nade
a part of the record.)

JUDGE SEYER: Al right. Thank you,
Ms. Grisham

THE W TNESS: Thank you.

JUDGE SEYER Al right. So ny
understanding is Ms. Branson i s next?

M5. KLAUS: Yes. Staff calls Alexis
Br anson.

(Wtness previously sworn).

ALEXI S BRANSON,
the witness, having been first duly sworn,

testified as foll ows:

JUDGE SEYER: You can go ahead,

Ms. Kl aus.
M5. KLAUS: Thank you.
DI RECT EXAM NATI ON
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BY M5. KLAUS:

Q Good afternoon, Ms. Branson

A Good afternoon.

Q As nmentioned in nmy opening earlier and a

little bit earlier when we were discussing rate base
and plant in service, it was discovered that you do
have a correction to your testinony?

A Yes. There is a correction to the
adj ustnent for capitalized depreciation.

Q And do you have a copy of your
direct/rebuttal testinony with you right now?

A. | do.

Q Coul d you just wal k nme through quickly
where this change woul d be found?

A. On page 4, line 18 the Staff's
adj ustnent for capitalized depreciation, |I have
t he nunber 530,931 when it needs to be a decrease
of $1, 666, 005.

Q And it's your understanding that Staff
does intend to file corrected testinony to refl ect
t hi s change?

A. Yes.

M5. KLAUS: Thank you. | tender this
W t ness for cross-exam nati on.

JUDGE SEYER: M. Cooper, do you have any
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Cross?
MR. COOPER | do not.
JUDGE SEYER: M. di zer?
CROSS- EXAM NATI ON
BY MR CLI ZER
Q Good afternoon, Ms. Branson
A. Good afternoon.
Q Wuld it be possible for you to give ne a

wor ki ng definition of what it neans for an asset to
be retired for regul atory ratenmaki ng purposes?

A My personal part in this was to | ook at
t he book val ue cost of plant in service accunul ated
reserve. That m ght be a better question for Staff
Wi t ness Mal achi Bowman.

Q | s that who's up next?

A | believe it is.

MR, CLIZER He's not com ng up?

JUDGE SEYER: Right. That was ny
understanding as well that M. Bowran wi |l not be
testifying this afternoon.

BY MR CLI ZER

Q Wul d you be able to agree with ne that an
asset that is retired is no longer providing -- is no
| onger being used for service?

A Yes.
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MR CLIZER Al right. Thank you. | rage 2t
have no further questions.
JUDGE SEYER: Are there any questions
fromthe conm ssioners?
QUESTI ONS
BY JUDGE SEYER
Q Ms. Branson, can | ask you this: Can
speak to useful life on these neters?
A | cannot, no.
Q | f | had questions about negative reserve,
woul d you be willing to handl e those questions?
A. | could if they are within ny ability to.

Q Al right. Let nme ask you this: How
woul d you respond to M. Robinett's direct, slash,
rebuttal testinony regarding the negative reserve,
specifically how he states or he has a proposal to
credit 32.8 mllion to reflect a zero reserve
bal ance as of May 31st, 2024 or 34.3 mllion as of
Decenber 31st, 20247?

A As | previously stated, | | ooked at the
actual book bal ances for accunul ated reserve.

Adj ustnents to that would not have been ny personal
responsibility.

Q Publ i ¢ Counsel has al so proposed that the

Comm ssion not allow any recovery of the credited
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anmount through regul atory asset. How would you
respond to that proposal?

A Can | hear that question again?

Q The O fice of Public Counsel has proposed
that the Conm ssion not allow any recovery or not
all ow recovery of the credited account through a
regul atory asset. Do you have an opi nion on that
pr oposal ?

A. | " m not sure.

JUDGE SEYER: Ckay. Al right. | have
no further questions. Any recross?

MR. COOPER:  No, your Honor.

JUDCGE SEYER: Any redirect?

M5. KLAUS: No, thank you.

JUDGE SEYER Al right. Thank you,
Ms. Branson.

THE W TNESS: Thank you.

JUDGE SEYER: M. Robinett.

MR CLIZER Wuld you like ne to
proceed?

(Wtness previously sworn).

JOHN ROBI NETT,
the w tness, having been first duly sworn,

testified as foll ows:

JUDGE SEYER: Go ahead, M. di zer.
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MR CLIZER M. Robinett has previously

sworn; his testinony's been offered and admtted. |
believe he's still under oath, so | tender the
W t ness for cross-exam nati on.
JUDCGE SEYER: Al right. M. Klaus, do
you have cross-exam nation?
M5. KLAUS: No questions from Staff,
t hank you.
JUDGE SEYER: M. Cooper.
MR. COOPER No questions at this tine,
JUDGE SEYER: Any conm ssi oner questions
of M. Robinett?
QUESTI ONS
BY JUDGE SEYER
Q M. Robinett, you nay have thought you
were getting off easy, but | have sone questions.
You -- if | recall your prefiled testinony correctly,
can you explain fromyour perspective what the
hi story of M ssouri-Anerican's transition to AM
neters, smart neters? Like when did it start, is it
still in progress?
A | honestly don't have that information.
Q Al right. FromPublic Counsel's
per spective, what -- what would Public Counsel

consi der the recommended useful |ife of an AM neter?
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A. So it varies by utility. Wat we have

been using recently has been associated with the
battery life of either the connection that nmakes an
AM or if it's internal, it's the battery internal to
the meter. W have used that a |ot recently in other
utilities as well.

Q Ckay. How about AMR neters?

A It's basically going to be the sane thing.
It's going to be driven by the neter itself plus the
readi ng devi ce.

Q And for the sake of the record, what do
those acronyns stand for? |If | were to tell you AM
I s advanced netering infrastructure?

A. Yes. And those -- those can be found on

page 11 of ny testinony.

Q Ckay. Ckay.
A And AMR i s advanced neter reading.
Q Al right. Can you explain for the

Comm ssi on what negative depreciation reserve
entail s?

A. "Il try. The biggest thing to think of
is there is nmultiple things that could cause it. You
could have say a large unit that has a catastrophic
failure that would not be reaching its useful Ilife.

That coul d happen. Wat we are seeing is, and we
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have had it with other utilities as well, where

conversions on neters, where the existing neters may
not be fully accrued and the trans -- the
transitioning woul d necessitate retiring those neters
to transition technol ogi es has driven reserve
negative in sone other cases.

And | know dating back to 2015 we had sone
meter -- nmetering issues | believe that was present
in that case of where, | was on Staff at the tine,
and di scussed individual districts at that point that
had negative reserve present. And another factor
could be that the experienced |ives are not matching
what the depreciation rate is. So if the assets are
being retired before the set average service life and
you' re doing enough of it, it could drive the reserve
negati ve.

Q Al right. And | asked this of
Ms. Gisham but what is the inpact of a negative
reserve to the custoners?

A. So it would be -- because it is adding to
net plant, it would be the return on that portion of
the negative. And | have that roughly cal cul ated out

using M. Miurray's pre-tax ROE. It was just shy of

about $3 mllion annually.
Q Ckay. M. Gishamtal ked about kind of
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the reason for such a | arge bal ance being the, |

think 10-year life versus 30-year life. Wuld you
agree with that?

MR. COOPER  Judge, | believe -- and |
guess it is sort of an objection. | think your
guestion assunes facts not in evidence because |
think Ms. Gishanis testinony now as corrected
I ndicates a 42-year life, not 30-year life.

JUDGE SEYER: Ckay. All right. | stand
corrected.

BY JUDGE SEYER
Q So would you -- is that basically the

reason for that bal ance?

A. That could be a driving factor of it.

Q Ckay. Do you agree with the ten-year
useful life for AM and AVR neters?

A | don't know their specific technology. |

know we have ordered rates higher than ten years in
other utilities.

Q | f you know, if we go back to the two
prior Mssouri-Anerican rate cases, what were the
accunul ated depreciation reserves in those cases?

A Judge, if you go to page 12 of ny direct,
| have a chart there. And | believe these were taken

fromthe Staff's accounting runs in each of those
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cases.

Q Al right. Previous case is file nunber
WR- 2022- 03037

A. Yes. That was the nbst recent one prior
to this.

Q And then the one before that,
WR- 2020- 03447

A. Yes.

Q And for the '22 -- the 2022 case there was
negati ve accunul ated reserve. Correct?

A Yes.

Q But not for the 2020 case?

A Yes.

Q kay. I'mtrying to decide how to phrase
this, but isit -- didit go fromthat positive

bal ance to the negative bal ance when they started
rolling out these smart neters?

A. | don't know that | could say that
definitively, no.

Q Ckay. Can you speak to the history of
useful life used in the Conpany's depreciation

studies in the last five or so studies that have been

pr epar ed?
A. | don't think | did that in this case to
be honest.
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Q Ckay. Al right. I'mtry -- 1'm hoping

you know where this is in your testinony, but in

your direct, slash, rebuttal testinony you propose

a 32.8 mll -- $32.8 mllion credit to reflect a zero
reserve bal ance as of May 31st, 2024 or 34.3 mllion

as of Decenber 31st, 2024.

A Yes. That's at page 13.

Q Page 13. Perfect. Can you explain how
you -- how you arrived at those nunbers?

A | think all of the math's going to be

found in ny schedul e 2.

Q That woul d be schedul e JAR-DR-2?

A Yeah.

Q Ckay.

A Yes. Should be a rather |arge Excel file.
And ny guess, Judge, is it's the last -- it's the

third and next-to-1last tabs.
Q Third to last?
A. | think -- | think it's third to | ast and

second to | ast.

Q Ckay. Those tabs | abel ed 12/ 31/ 247
A 24, yeah.
Q And 5/ 31/ 257
A (Wtness nodded head.)
Q Al right.
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A. | don't have them | abel ed on here, so | --

| think those are the right ones.
Q Ckay.

MR CLIZER Not to interrupt your flow,
your Honor, but when he goes back upstairs, we'll
doubl e check that those are the right ones and |'I|
l et you know if we need to tell you differently.

JUDGE SEYER: You're making ne | augh when
you use the term"flow. "

BY JUDGE SEYER:

Q Can | ask you this though, M. Robinett.
Did the reserve -- | nean, | kind of touched on this
earlier, but did the reserves start decreasing after
the AM neters began being installed?

A. | don't know for certain the start date of
when AM was rolled out.

Q Ckay. You have -- correct ne if |I'm
wrong, but you have recomrended t he Conm ssion not
al l ow recovery of the credited anount through a
regul atory asset. Can you explain for the Conmm ssion
why M ssouri-Anerican should not be entitled to a

return on the value of the retired assets?

A Return on or of?

Q Return of.

A So this was an initial position taken by
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us. |'ve got to be careful because we have ot her

simlar issues in other cases. The initial thought
is that it was caused by the unrecognition of the
transfer and the nonnoving -- the depreciation rates
and the selection that we are going to retire assets
at the ten-year mark when they are being pulled,
which | believe they have said is an econom c reason
for not testing and placing back in the field. It's
cheaper to just repl ace.

JUDGE SEYER: Ckay. | don't have any
further questions. M. Klaus, do you have any
recross?

M5. KLAUS: No, thank you, Judge.

JUDGE SEYER: M. Cooper?

MR. COOPER: Yes, your Honor.

RECROSS- EXAM NATI ON
BY MR COOPER
Q Let's start with this, M. Robinett. You
had -- you were asked questions about useful l|ife of
AM neters and AMR neters by the judge. And | think
in regard to AM you said that generally you're

linking themto the battery life?

A Yes.

Q VWhat is the battery life, how | ong?

A | don't know specifically for M ssouri -
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American's. | know for other utilities we have tied
it roughly to 20 years.

Q Ckay. And AMR, is that simlar?

A. | think they're -- for other utilities |
think it has been in the -- for the electronic
readi ng technology that is attached, | think I
have -- if | renmenber correctly, it's in the 15-year
range.

Q Ckay. I n your experience how many 42-year

average service life lives have you seen for neters?

A Meani ng the neter for 40 years or
simlarly-recomended rates for utilities?

Q Simlarly-recomended rates.

A Certainly it was -- this is consistent
wi th what we have previously seen with Spire. And
they were seeing nuch shorter lives as well.

Q So let nme get at it this way a little bit.
In your -- let's see. |In your cross-rebuttal you
provi de an exanple of how a negative reserve bal ance
could result if plant is retired halfway through its
average service life. R ght? You tal k about hundred
dollar initial investnment. |If it's retired hal fway
t hrough, you're going to have a 50-year negative
reserve bal ance. Right?

A. $50 negative reserve, yes.
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Q And so in our situation here with 42-year

average service life, that neans that if a neter
| asts 21 years, in your exanple using the hundred
dollar initial investnent, at that point you're only

going to be hal fway through your depreciation.

Ri ght ?
A. Lasting 21 years on a 40-year life, yes.
Q Ckay. So, and you probably heard ne --
well, et me back up. And for the neters it's

accurate, isn't it, that the 42 years we're talking
about is everything fromfive-eighths |arger?

A. Yes. Everything is aggregated in a single
account currently.

Q Right. And would you agree w th what
Ms. Gishamsaid earlier, that under the Comm ssion's
rules that the Conmmi ssion -- or that the Conpany is
supposed to actually renove and test and so on a
five-eighths inch neter every ten years. Correct?

A Yes.

Q So let's say you were trying to get to
the 42 years. A neter would have to be renoved,
tested and reinstall ed sonewhere else four tines to
have a chance at 42 years, wouldn't it?

A. No. It would be three after the initial

install ati on.
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Q Well, at the 10-year mark, the 20-year

mar k, the 30-year nmark, and the 40-year mark to get

to 427
A. Ckay. Yes.
Q And on the other end of the spectrum

we've got the larger neters and they're supposed to
have that done every four years. R ght? So -- well,

let me stop there. Do you agree with that?

A | know it's a shorter tine period. |
can't -- | know she testified earlier that it was
four.

Q kay. So let's assune that because it's a

Comm ssion rule, so it's easy to pull out in the
future. But let's assune that it's four years. Kind
of the sanme thing. That neter's going to have to be
pul l ed, tested, and reinstall ed somewhere el se 10
times to get to 42 years, isn't it?

A. | don't knowif it would be installed
sonewhere else, but it is -- potentially, yes, it
woul d be ten tines.

Q You were asked a couple of tines about a
connection to Mssouri-Anmerican's installation of AM

neters. Correct?

A Yes.
Q And woul d you agree that ultimtely your
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answer is you don't know how this connects back to

installation of AM neters?

A | don't know when AM began bei ng
i nstall ed, yes.

Q Ms. Grishamindicated earlier that the
Conpany tried to change this depreciation rate in the
WR- 2020- 0344 case. Do you renenber that?

A Yes. | --

Q Do you al so renenber that, yourself, that

that was a part of that case?

A ' massum ng | was, yes.

Q Do you know what your position was?

A | honestly don't renenber.

Q If | were to hand you a copy of testinony
fromthat case, do you think it would refresh your
menory?

A It wouldn't hurt.

MR. COOPER May | approach the w tness,
your Honor ?
JUDGE SEYER:  Yes.
BY MR COOPER
Q If you'll look at page 1 and down at the

bottomthere starting at |ine 16.

A. "' mthere.
Q And you -- would you agree that your
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recomendation in that case was to not change the

depreci ation rates that had been earlier ordered in
WR- 2017- 02857

A Yes.

Q And if you follow on starting on |ine 20,
woul d you al so agree that your basis for that was
because those WR-2017-0285 rates would result in the
| onest cost annually for depreciation expense?

A Coul d you repeat that? | was trying to
read through it.

Q Ckay. Wuld you agree that your reasoning
in that testinony for opposing that change in
depreciation rates was because the then-existing
rates fromthe WR-2017-0285 case results in the
| owest cost annually for depreciation expense when
conpared to M ssouri-Anmerican's recommended rates and
Is the only option that the Comm ssion shoul d
consi der ?

A That's what it says, but then | continue
to say, Since Staff was unable to verify the results
of the study.

Q Right. R ght. Now, and this is with the
benefit of hindsight which is always -- always nice
if we could do it on the front end that way. But had

the depreciations -- depreciation rates for neters
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been changed as proposed by the Conpany in

WR- 2020- 0344, it would have at |least mtigated the
size of this negative reserve balance, wouldn't it?

A. It certainly could have. | don't know the
math sitting here, how nmuch the change woul d have
happened with retirenents and everything that
occurred.

Q But it would have had nade sone
difference. Right?

A. Yes.

MR COOPER That's all the questions |
have, your Honor.
JUDGE SEYER. Al right. M. dizer,
redirect?
REDI RECT EXAM NATI ON

BY MR CLI ZER

Q Now, you obviously have been asked a | ot
of questions regardi ng depreciable life so far, but |
want to take a step back and reorient ourselves.
There's no dispute in this case that the reserve
bal ances are currently negative for neters. Correct?

A | believe that's true, yes.

Q And so as has been asked, the inpact of
that on rates noving forward woul d be what ?

A |f the Comm ssion -- the noving of the
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reserve to zero would reduce Staff's revenue

requi renent by approximately $3 mllion due to the
return.

Q Does that nean that if the Conmm ssion
doesn't change anything, the Conpany will earn a
return on the retired neters?

A They will return an earning on that
negati ve bal ance, yes.

Q Are you famliar with the Asbury
securitization case?

A Yes. | believe |I filed testinony in that
case.

Q Do you recall what the Comm ssion's
deci sion regarding the ability of Enpire to earn a
return on the --

MR. COOPER  (bj ection, your Honor.
We' ve branched off into a | egal argunent | think.
M. dizer made that in his opening and it sounds
like he's trying to extend that to the w tness.

MR CLIZER I'Ill wthdraw.

JUDGE SEYER: Al right. Wthdrawn.
BY MR CLI ZER

Q Based on what you were attenpting to read
fromyour prior testinony that was handed to you by

M. Cooper, is it safe to say that your concerns with
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the change in depreciation rates in the prior case

resulted fromissues with the depreciation study?

A That was half of it, yes.
Q Can you pl ease el aborate.
A. At the point in tinme after | had noved to

OPC, we did not have access to depreciation software.
And Staff being the only other party in the case that
filed on depreciation studies and they were not able
to performtheir own independent fromthe Conpany, |
had concerns. And then |I al so addressed earlier

the -- it was the | owest cost annually for the
depreci ati on expense arriving keeping the current
order of rates.

Q Wul d have decreasing the -- | want to
make sure |'ve got this right. A decrease to the
life of a deprec -- an asset would increase
depreciation rate. Correct?

A. Shortening the life increases the rate,
yes.

Q And increasing the rate would increase or

decrease the expense?

A I ncreasing the rate increases the expense
annual | y.
Q So your concerns with that case had to do

with the fact that the Conpany was in the aggregate

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

Page 228
decreasing the expense? O is it increasing the
expense?

A Based on the testinony here, it would have
been an increase in depreciation expense as | was
recomendi ng conti nued use because it was | ower
annual | y.

Q Goi ng back to the sone of the questions

you were asked fromthe Bench, you were asked kind of
what the negative depreciation of reserve entails.
And | think that you answered the question sort of
descri bi ng vari ous ways you get to a negative
depreciation reserve. Just froma mathenati cal
st andpoi nt al one, what does it nean to have a
negati ve depreciation reserve?

A It neans that the anmount of plant that is
retired has exceeded the accrual rate over tinme and

that it eroded away whatever reserve was there.

Q So the negative reserve equates to retired
pl ant ?
A. Negative reserve would be created by the

retirenents exceeding the accruals to the point where
the reserve is taken negati ve.

Q And it's safe to say that the retired
plant is no longer in service. Correct?

A In nost case | would say retired plant is
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no Ionger I N service.

Q There was a brief discussion on the --
your recomendation to not allow a return of with the
Bench. Do you recall?

A Yes.

Q Now, the assunption is that, therefore,
the Comm ssion could theoretically allow the Conpany
to have a return of the asset even if it zeroed out
the credit. |Is that accurate?

A |f they create the asset, they could
determ ne to return that asset to the utility, yes.

Q But that would still elimnate the return
on?

A. Assum ng they nake the adjustnent to
depreci ation reserve and create the regul atory asset

for the deficiency, that would elimnate the return

of .
Q Elimnate the return of or on?
A Return on. Sorry.
Q And for the purpose of such an asset,

sonebody woul d have to order the tine period over

whi ch the asset would be recovered. Do you have any

recomendati on on how long -- how |l ong that m ght be?
A. Based on the nunber and it -- a lot of it

all depends on what the inpact is of the entire rate
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case, a five-year anortization would roughly equate

to a $7 mllion annually nunber.

Q A $7 million increase to the annual
revenue requirenent. |Is that right?

A. Right. But you would recogni ze the
reduction for the return, so it would be net four
roughly.

MR. CLIZER  Thank you. | don't think I
have any further redirect.

JUDGE SEYER: Al right. Thank you,

M. Robinett. Let's take a ten-m nute break and
reconvene at 4:55. 3:55, ny mstake. Of the
record.

(O f the record.)

JUDCGE SEYER: Let's go back on the
record. Al right. W are back on the record and we
are now, according to the hearing schedule, set for
the issue of Anortization of Regulatory Assets. In
the statenent of issues that was under M scel | aneous
Expense. Wuld you |ike to present an opening
st atenent s?

MR COOPER  Yes, your Honor.

JUDGE SEYER: Ckay. M. Cooper.

MR. COOPER  Judge, there are three

subparts underneath Anortization of Regul atory
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Asset s. Simlar to some of the other di scussions

we' ve had today, the second point is one we believe
Is essentially a roll-out or -- of other decisions to
be nmade by the Comm ssi on.

The remai ning i ssue concern, well, issue
one concerns treatnent of investnent in a section of
wast ewat er pi peline that was built by Enerald Point
Utility Conpany and then contributed to the Gty of
Hol i ster and the approp -- then the appropriate
treatment of unanortized bal ance of the replacenent
of custoner-owned | ead service |ines.

As to Enerald Point, in order to
elimnate a failing sewer treatnent plant, Enerald
Point built a pipeline to a treatnent plant owned by
the City of Hollister. This was first discussed in a
CCN case, SA-2012-0362. As part of its agreenent
with the Gty of Hollister, Enerald Point was
required to contribute to the City a portion of the
pipeline wwthin the Hollister city limts. Prior to
M ssouri-Anerican's acquisition of Enerald Point, the
unanorti zed cost of the pipeline was given rate base
treatment by the Comm ssion in both an Eneral d Poi nt
rate case and in the case where M ssouri-Anerican
acquired the Eneral d Point assets.

MAWC continues to rely upon this
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treatnment in accounting for the pipeline's cost and

bel i eve the Conmm ssion should order in this case such
rate base treatnment of the unanortized bal ance. The
di sagreenment associated with the appropriate
treatnment of the unanortized bal ance of cost rel ated
to custoner-owned | ead service |ines concerns
interpretation of past Conm ssion orders.

The Conpany believes that applying its
|l ong-term debt rate to the unanortized bal ance is
consistent with findings in the Report and O der
for case nunber WR-2017-0285 which stated in
rel evant part that the Comm ssion will permt
M ssouri-Anmerican Water Conpany to anortize over
ten years the $1.6 mllion and change incurred for
the LSLR program from January 1, 2017 through
Decenber 31, 2017. MAWC s long-term debt rate as
calculated in Staff's cost of service report shall
al so be applied to the LSLR program anount to be
anortized, because it's largely based upon past
Comm ssion orders. W will brief that issue. That's
all I have at this tine.

JUDGE SEYER: Are there any questions for
M. Cooper? Al right. Thank you. M. Johnson.

MR, JOHNSON: Thank you, Judge. And I|'l]|
try to be brief. M. Cooper provided a decent
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sunmary of the issues. My it please the Comm ssion.

| agree there are three issues, and issue two
regardi ng the anount of expense for anortization of
regul atory assets is general a sunmation of several
I ssues.

Wth regard to the first sub issue, the
accounting treatnent for the Enerald Point pipe |line,
Staff's position is the regulatory -- regulatory
deferral of these costs should not be given rate base
treatment. And to understand why, | amgoing to
provide a little background that may be a little
repetitive here.

Enmerald Point is a small water and
sewer utility that was acquired by M ssouri-Anmerican
is 2014. Prior to the acquisition Enerald Point
faced wastewater systemissues that led to the
retirement of its wastewater treatnent facility,
whi ch could no | onger neet M ssouri Departnent of
Nat ural Resources permtting requirenents. As a
result Enmerald Point constructed two lift stations
and a pipeline to transport wastewater to the City of
Hollister for treatnent. And while the lift stations
and a portion of the pipeline up to the Eneral d Poi nt
flow meter were owned by Enerald Point and are

currently owned by M ssouri-Anerican, a section of
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the pipeline was and still is owed by the Gty of

Hol | i ster.

Under its agreenent with the Gty,
Enmeral d Point was required to pay for the portion of
the pipeline owed by the Cty of Hollister, and
those are the costs that are at issue today. The
pi peline was addressed in Enerald Point's |ast rate
case before the Commission prior to its acquisition
by M ssouri-Anerican. And in that case Staff
correctly included anortization of the portion of
that pipeline owed by the Gty of Hollister.
However, Staff m stakenly included the entirety of
the pipeline's cost, including this Hollister-owned
pi peline asset in Enerald Point's rate base.

| think it is inportant to note that that
was an informal rate case which is the process used
for small utilities. And the issue of the inclusion
of the Enerald Point City of Hollister pipeline asset
was not specifically discussed in that case. It was
not included in the partial disposition agreenent
that was entered into by Staff and Enerald Point. It
was not litigated before the Commi ssion. |t was not
addressed in the Conm ssion Report and Order for that
case.

Since M ssouri-Anerican's acquisition of
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Enmerald Point, Staff has consistently advocated for

excl udi ng amounts related to the Hollister-owned

pi peline fromrate base. However, prior rate cases
were at |east partially resolved through stipulation
and agreenent, neaning this issue has never been
brought to the Conmmi ssion's attention for decision.
But now t he Conm ssion does have the opportunity to
rectify Staff's m st ake.

Regar dl ess of whether or not these costs
were previously included in rate base, this case is
about setting prospective rates. The Conmi ssion is
not bound by its past Orders. The facts remain,

M ssouri - Anmeri can does not own this portion of

pi peline. M ssouri-Anerican does not maintain this
portion of pipeline. This pipeline was contri buted
to another entity and is not reflected as an asset on
M ssouri-Anmerican's books. Therefore, including this
reg for -- regulatory deferral in Mssouri-Anmerican's
rate base woul d be inappropriate and unreasonabl e.

Wth regard to sub issue three, Staff
opposes M ssouri-Anerican's request to earn a
return on the total unanortized bal ance associ at ed
wth |lead service lines. Oiginally in case
nunmber WJ-2017-0296 M ssouri-Anmerican was granted an

accounting authority order to defer costs related to
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repl aci ng custoner-owned | ead service lines. And in

that case while the Conmm ssion expressly authorized
M ssouri-Anmerican to defer in both these costs, those
costs -- it did not determ ne future ratenaking
treatnent. That was done in a subsequent rate case
whi ch M. Cooper referred to, WR-2017-0285 in which
t he Conm ssion established that these deferred costs
woul d be anortized over ten years and M ssouri -
American's long-termdebt rate as calculated in
Staff's cost of service report would al so be applied
to the LSLR programto be anortized. And that
acronymis Lead Service Line Replacenent program

Now, Staff recommends this treatnent.
However, | think there is sonme di sagreenent with
M ssouri-Anerican's proposal. It is Staff's
under st anding that M ssouri-Anmerican seeks not only
to apply the long-termrate of debt to anounts to be
anortized, but to additionally apply that sane
long-termrate of debt to unanortized anpunts which
essentially would be to apply a rate of return tw ce
to the sane anount.

Now, simlar to the Enerald Point Gty of
Hol | i ster pipeline, these | ead service -- or these
service line replacenents are not M ssouri-Anmerican

property. These are pipes that are installed on the
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custoner's side of the neter, and they will never be

M ssouri-Anmerican assets. Ganting M ssouri-Anmerican
an additional return on these anounts woul d be
unj ustified and unreasonabl e.

I n conclusion, Staff asks the Conmm ssion
order its reasonable positions on these issues.
Staff's witness today is Angela Nieneier. |f you
have any questions for ne, |'d be happy to attenpt to
answer them

JUDGE SEYER: M. Johnson, you made
reference to a Conmm ssion case nunber, WJ -- WJ 2017.
What was the rest of that case nunber?

MR JOHNSON:  0296.

JUDGE SEYER  Thank you. Al right. It
doesn't appear there are any Conm ssioner questions.
M. dizer, would you like to nake an openi ng?

MR CLIZER | don't have a prepared
openi ng, but the OPC supports the position of Staff
on this issue in general.

JUDGE SEYER Al right. Thank you.
According to the schedule, it would be Ms. Gisham
back on the stand.

MR. COOPER Yes. W would call
Ms. Gisham

JUDGE SEYER:  Ckay.
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(Wtness previously sworn).

JENNI FER Rl SHAM
the witness, having been first duly sworn,

testified as foll ows:

MR. COOPER  And we woul d tender her for
Cross-exam nati on.

JUDGE SEYER Al right. M. Johnson?

MR, JOHNSON: Judge, | have no questions
at this tine.

JUDGE SEYER: M. dizer? Any
comm ssi oner questions?

COMM SSI ONER M TCHELL: Judge, if | may.

JUDGE SEYER  Yes, Conmm ssioner Mtchell.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q Pl ease just hel p ne understand the | ead
service line position. The -- as | understand it,
American Water incurred the cost to replace the
lines. And is that cost built into rate base now or
Is that what you're asking to happen?

A. So we are just seeking, | think as
M. Cooper nentioned, just a return on the
unanorti zed bal ance. Excuse ne, the |ong-term debt
or the unanortized bal ance.

Q And fair to say that the Conpany did incur
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that debt to replace the |ines?
A. Correct.
Q And your understanding that the issue at

play is you don't own the lines and so even though
that you replaced themas a nonowner of the |ine,
you're not allowed to carry that in -- you're not
allowed to have a return on that. |s that the
problemthat exists? | didn't say that very well.

A | hate to -- I'"'msorry. |If you could --
if you could ask ne again, I'll take notes.

Q Yeah. So the disconnect here is that
because you don't own the lines, that sone of the
ot her parties have a problemw th having a return on
the investnent that you nmade in thenf

A That sounds |ike part of their issue, yes.

COW SSI ONER M TCHELL: Okay. That hel ps

me. Thank you.

THE W TNESS: Ckay.

QUESTI ONS
BY JUDGE SEYER

Q Ms. Gri sham

A. Yes.

Q |"ve got a -- |'ve got a few questions.
A. kay.

Q When it cones to the Hollister pipeline.
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A Uh- huh.
Q Can you quantify the regul atory asset

that's included in your rate base?
A. Currently? Let ne see. So I'mreferring

to a response to a discovery question, just it's

Staff 142. We've got -- I'msorry, |I'mlooking at

this right now |[It's got the test year expense,
the nonthly anortization. So the remaini ng anount
to anortize at year-end 2023 was 252, 000. At

year-end 2024 it was 245,000. Does that answer your

guesti on?
Q | believe so
A Ckay.
Q That reply to the data request, how | ong

I's that docunent?

A This attachnent is just a single page. |Is
t hat what you nean?

Q Yes.

A Yes.

JUDGE SEYER  Woul d there be any objection
to that docunent comng into evidence as a Conpany
exhi bit?

MR. COOPER  No, your Honor.

MR JOHNSON: |'msorry, does Staff have

an objection, is that the question?
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JUDGE SEYER  Yeah. M question was
whet her there woul d be any objection to that data
request --

MR. JOHNSON. Staff has no objection.

JUDCGE SEYER: -- response conmng into
evi dence.

MR, JOHNSON: Apol ogize. D d not nean to
speak over you, Judge. Staff has no objection.

JUDGE SEYER: All right. So I believe
that would be Exhibit 32, and that wll be admtted
I nto evidence.

(Conpany Exhibit 32 was admtted and made
a part of the record.)

JUDGE SEYER If | can get a copy of that
before today is over. Wuld that be possible,
M. Cooper?

MR, COOPER W'l try.

JUDGE SEYER. Ckay.

MR, COOPER We'll try to.

JUDCGE SEYER Ckay. O next week. We'll
be here next week as well.

BY JUDGE SEYER

Q When it cones to -- Ms. Grisham

A. Yes.

Q When it cones to the custoner-owned | ead
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pi pelines, is the cost of that taken as a tax
deducti on by the Conpany?
A That | don't know. | don't know of f hand.
Q Ckay. | was just, you know, | envision it

as potentially part of the repairs and mai nt enance,

but you can't --

A | can't confirmright now.
Q That's fine.
A. No.
JUDGE SEYER: That's all | have.

M. Johnson, any recross?

MR. JOHNSON: No recross, thank you,
Judge.

JUDGE SEYER M. dizer?

MR CLIZER  No, your Honor.

JUDGE SEYER: M. Cooper, any redirect?

MR COOPER  Yes, your Honor.

REDI RECT EXAM NATI ON
BY MR COOPER:
Q Try a little sonething here, although I'm

headed a direction that |I'm not sure about.
Comm ssioner Mtchell asked you about sort of how
these costs, | guess the costs associated with the
repl acement of custoner-owned | ead service |lines

wor ks. Correct?
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A. Yes.
Q And this is initially handled in a
regul atory asset. Wuld that be correct?
A Yes.
Q So the Conpany nakes those repl acenents,
takes the cost, puts themin a regulatory asset?
A Right. That's correct, yes.
Q And before you get to the next rate case

then, during that period of tine the Conpany's
applying the long-termdebt to carrying cost. Right?

A Yes.

Q And is there any controversy about that
piece of it?

A To ny know edge, no.

Q Ckay. So then we get to the rate case and
the dollars in that asset are then determ ned to be

anortized in sone fashion. Correct?

A Correct.

Q And, but then going forward you have sone
piece that wll be the unanortized portion of that.
Correct?

A That's conti nui ng, yes.

Q And it's that portion that the Conpany

bel i eves should continue to receive a |long-term debt

carrying cost. Correct?
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A. Right. That portion, yes.

Q And to your know edge Staff believes it
should not. |Is that correct?

A. | want to say that there's just a
di sconnect there.

Q Well, let's stop there. [If you don't
know - -

A No, | -- okay.

Q You don't know. But the Conpany believes,
its positionis is that it should --

A Yes.

Q -- at that stage still receive a long-term
debt carrying cost.

A. Yes.

Q Correct?

A Correct. That's the Conpany's position.

MR COOPER That's all the questions |
have, your Honor.

JUDGE SEYER:. Al right. M. Gisham if
| coul d.

THE W TNESS. Yes.

JUDGE SEYER: Could you give ne that data
request nunber agai n?

THE WTNESS: Yes. And it is MO PSC 142,

specifically the one that's for 4 update.

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings March 07, 2025

Page 245
JUDGE SEYER: Al right. Thank you, and

t hank you for your testinony this afternoon.

THE W TNESS: Thank you.

JUDGE SEYER: Al right. M. Johnson?

MR, JOHNSON. Staff calls Angel a
Ni enei er.

(Wtness previously sworn).

ANGELA NI EMVEI ER,
the w tness, having been first duly sworn,
testified as foll ows:

MR, JOHNSON: Good evening, Ms. N eneier.
| believe you already had your testinony entered into
the record. Judge, | tender Ms. N eneier for cross-
exam nati on.

JUDCGE SEYER: Al right. M. Cooper?

MR. COOPER  No questions, your Honor.

JUDGE SEYER® M. dizer?

CROSS- EXAM NATI ON
BY MR CLI ZER
Q | -- if you'll indulge ne, |I have a
curiosity. | was reading the testinony |ast night
trying to understand this issue and | got confused.
| honestly thought you were in agreenment with the
Conpany, so | just have this quick question.

Both Staff and the Conpany are okay with
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allowing the return on the remaini ng bal ance of
the -- of the lead service line? Do | have that
right?
A. Can you repeat that?
Q s both Staff and the Conpany okay with

allowing -- sorry. Are both Staff and the Conpany in
agreenent with allowng a return on the -- the
anortized portion of the |ead service |line?

A. Staff and M ssouri-Anmerican are in
agreenent that the carrying cost should receive the

| ong-term debt rate.

Q Ckay. Just help ne. Were exactly is the
difference? | got really confused.
A. The dif -- Staff believes that the

carrying cost shoul d conpensate the Conpany for
the -- should conpensate the Conpany. And we feel
that it's unreasonable for themto ask for both a
return on that carrying cost as well as the
unanorti zed bal ance of return on that.

Q So they're -- is it -- am| understandi ng
you' re saying that the Conpany's asking for a return
on both the unanortized balance and a return on a
return on? Did | hear a return on return on?

A. A return of and a return on. So the --

it's ny understanding that the carrying cost shoul d
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conpensate through a -- through a return of, but they

al so want the return on with the unanorti zed bal ance.

MR CLIZER Okay. | think I'"mgetting
it. |1 don't want to confuse the record any nore. |
t hi nk nore than anything was just hel ping ne
understand it, so |l wll -- | have no further
guesti ons.

JUDGE SEYER: Al right. Are there any
guestions fromthe comm ssioners?

COW SSI ONER M TCHELL: Just a qui ck one,
Judge.

JUDGE SEYER  Yes, Conm ssioner Mtchell.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q So woul d you feel differently about this
if the -- if the Conpany owned those service |ines?
A Yes. The fact is that they do not own

them They do not maintain them

Q And do you know if any of the costs
associated wth replacing those Iine -- replacing
those lines was funded through the Lead Service Line

programthat was in the bipartisan infrastructure

bill?
A | don't.
COW SSI ONER M TCHELL: Okay. Thank you.
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JUDCGE SEYER: M. Cooper, do you have any

recr oss?
MR. COOPER  No.
JUDGE SEYER M. dizer?
MR CLIZER  No.
JUDCGE SEYER:. Al right. Any redirect?
MR JOHNSON: Yes, Judge. Hopefully very
briefly.

REDI RECT EXAM NATI ON

BY MR JOHNSON:

Q Ms. Ni eneier, you were asked by counsel
fromOPC to clarify Staff's position.

A Yes.

Q And | -- | want to do the sane. |'mjust
going to wal k through this very quickly.

A kay.

Q Is it Staff's position that the anounts
t hat have al ready been deferred and are currently
bei ng anortized from case nunber WR-2017-0285, is it
Staff's position that the long-termrate of debt
shoul d continue to be applied to that anount?

A Can you repeat that?

Q s it Staff's position that a | ong-term
rate of debt as carrying costs should continue to be

applied to the anortized bal ance resulting from
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VR- 2017- 02857

A. Yes.

Q Ckay. And is it also Staff's position
that anmobunts that are currently being anortized in
subsequent rate cases should al so continue having
|l ong-termrate of debt be applied as carrying costs?

A. Yes.

Q Now, what about unanortized bal ances that
have been deferred but are not yet being collected in
rates. What is Staff's position on these?

A Can you repeat that?

Q What is Staff's position on anpbunts that
have been deferred but have yet to be anortized
regardi ng carrying costs?

A. One nore tine.

Q Ckay. Let's see if | can get it this
time. Could you explain to ne Staff's position on
anounts relating to |l ead service line replacenents
t hat have been deferred but are not yet anortized, so

it would be the unanortized anount ?

A The unanorti zed anmounts --
Q Do you need ne to repeat the question
agai n?
A | do, yeah.
Q Let's see if | can make it a little
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sinpler. Is it Staff's position that carrying costs

shoul d be applied to the unanortized anobunts for |ead
service |line replacenents?

A Yes. |'msorry. No.

Q No. Okay. So in other words, it's
Staff's position that a carrying cost should not be
applied to amounts going forward? No. Excuse ne.

Let nme rephrase that. Hold on for a second.
No further questions. Thank you, judge.
JUDGE SEYER: Al right. Thank you,

Ms. Nieneier. And according to ny schedule that is

the last witness of the day. Any disagreenent on

t hat ?

MR. JOHNSON: | have none.

JUDCGE SEYER: It appears not. Then |'l]
adjourn the hearing for today and we'll go off the
record.

(Wher eupon, the hearing was adjourned

at 4:22 p.m)
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Reporter, CCR No. 679, do hereby certify that | was
aut hori zed to and did stenographically report the
transcri pt of proceedings; and that the foregoing
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DATED this 11th day of March, 2025.
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