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Proceedi ngs began at 9:00 a. m

JUDGE SEYER: Al right. Let's go on the
record. Good norning. Today is March 6th, 2025.
The tinme is nine o'clock a.m This is a continuation
of the evidentiary hearing regarding Mssouri -

Aneri can Water Conpany's Request for a Ceneral Rate
I ncrease for its Water and Sewer Services. |It's
Comm ssion File No. WR-2024-0320.

Before we get into evidence today, | do
want to state on the record that the original hearing
schedul e had us taking up Universal Affordability
Tariff as the first issue today. W wll not do
that. We will take up Revenue Stabilization
Mechanismfirst. There's a possibility that
Uni versal Affordability Tariff nay be part of a
partial stipulation agreenent. And there are also
the possibility that two other issues may be al so be
part of that stipulation agreenent. Am| stating
that correctly?

MR. COOPER | think probably one other
I ssue.

JUDGE SEYER:  Ckay.

MR. COOPER At this point.

JUDGE SEYER: Ckay. All right. And

let's see. Staff of the Comm ssion has new counsel
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at the table, so if you would enter your appearance

for the record.

M5. ASLIN. Casi Aslin for Conm ssion
Staff.

JUDCGE SEYER: Thank you. Al right. So
| woul d assune that the parties would |ike to nake
openi ng statenents on Revenue Stabilization
Mechanism So if the Conpany would like to do that,
you nmay proceed.

MR KILE: Thank you, your Honor, and may
It please the Comm ssion. M nane is N cholas Kile.
|"'mwith the law firmof Barnes & Thornburg. 1It's a
pl easure to be here in Jefferson City wth you here
t oday this norning.

My opening on the RSMw || be brief
because it really is a fairly straightforward issue.
We have a statute. [I'mgoing to quote fromit.

A wat er corporation nay nmake an
application to approve rates authorizing periodic
rate adjustnents to ensure revenues billed equal to
revenue requirenent due to any revenue variation
resulting fromincreases or decreases in usage.

Now, admttedly, and I think everyone
here woul d agree, you have the discretion whether to

approve such an application, but we can't |ose site
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sight of the fact that the | egislature has given you

that power to approve that application. They didn't
pass this statute intending it not to be used.

The argunents that we hear against the
proposed RSM are | argely argunents agai nst the
statute. The standard for approval of an RSMis not
whet her the concept of an RSMis good or needed or
appropriate. That question has al ready been answered
by the legislature. The question is whether -- the
guestion is when and how you choose to use the power.
The question is not whether the | ack of an RSM
resulted in insufficient funds to provide safe and
adequate service or to earn a sufficient return on
equity. That language is not in the statute. It is
not a test that the |egislature has passed.

As | said, you have the discretion to
approve or reject an application for an RSM when it
Is properly presented to the Comm ssion, but we nust
keep in m nd that you have been given the power to
approve that application.

The ot her question that surrounds the RSM
is should we offset for increnmental production costs.
We all know that -- that for every gallon of water
that is sold, there is a cost that is incurred to

treat that gallon and to get it punped to the
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custoner. Usually consists for the nost part of
chem cal costs and purchase power. The objective,
and let's renmenber fromthe statute, the objective
fromsuch a nechanismis to assure the utility is
recovering its revenue requirenent, which nmay vary
based upon these variations in usage. |If we don't
recogni ze that there is an increnental cost of
production of that variation in usage, then we are
not going to be assuring recovery of that revenue
requirenent.

And the parties have all focused on the
scenario of what do we do if we actually sell nore
wat er than is assuned in the revenue requirenent in
this case. You know, how do we have a prudence
review of that increnmental production cost. Well,
let's flip that around on the other side and let's

assune we sell less water than is assuned in the

beli eve that we should only adjust the revenues and

the cost to produce those |ost sales. And that

woul dn't make any sense. The | egislature wouldn't
have enacted that sort of mechanismthat would have
us recover revenues w thout recognizing that we

didn't incur costs. Wll, that door has to sw ng

Page 8

revenue requirenent. The other parties would have us

not factor into that the reality that we didn't incur
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both ways. And so for that reason, it is natural, it

Is critical to the workings of the statute or to the
wor ki ngs of the nmechanismthat we reflect the

I ncrenmental change in production costs that rel ates
to those changes in sales.

| "' m happy to answer questions, but we
al so have M. Rea here who is far nore versed on the
mechani sm

JUDCGE SEYER  Chair Hahn, do you have a
guesti on?

CHAIR HAHN:  First, if you'll indul ge ne,
happy birthday, Judge Seyer. W didn't know we'd be
maki ng himsit through a rate case on his birthday,
but we sure do appreciate himhere at the Conmm ssion.

QUESTI ONS
BY CHAI R HAHN:

Q But then secondly, since you focused on
the statute this norning, the second exanple you just
gave was under and overselling of your commodity,
water. But the statute also has a true-up. Right?

A. Yes.

Q Over and undercollections. And then also
yesterday in, it was on the RCE discussion, there was
sone discussion | would say, mninmal, on risk and the

statute does al so say in subsection eight, The
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Comm ssion may take into account any change in
busi ness ri sk.
Who -- would your witness be able to talk

about the change in business risk experienced by
M ssouri-Anerican as resulting frominplenenting an
RSM?

A Well, | believe what we heard yesterday
from Wtness Bul kley was that the change in business
risk fromthe RSM has al ready been factored into the
anal ysi s because her proxy group includes conpani es,
all of which have a simlar nechanism And so when
she is setting -- you know, when she's proposing the
range of ROE, that's already factored that in. |
don't know that we have a wi tness who could give you
M ssouri-Anerican's specific what does it do for them
because it's already -- the analysis has already been
done baking the RSMinto the cal cul ati on.

Q Wul d your witness be able to know how
many wat er conpani es and wat er conpani es al one, not
el ectric or gas so not tal king about the proxy group,
t hat have an RSMW?

A | suspect so. O at |east a reasonable
estimate. | -- | don't want to speak for them but |
do think -- he is quite know edgeabl e about these

types of things, so.
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CHAIR HAHN: Ckay. Thank you.

JUDGE SEYER: Al right. Thank you. All
right, Staff counsel like to present an opening
st at enent ?

M5. ASLIN. Good norning and may it
pl ease the Comm ssion. M nane Casi Aslin and | am
appeari ng on behal f of Comm ssion Staff.

M ssouri - Amreri can has now expl ained to
you what they view as the benefits of a revenue
stabilization nmechanismor RSM Now | would like to
speak about the disadvantages of an RSM M ssouri -
Anerican states that the inplenmentation of an RSM
will allow the Conpany to align its actual revenues
Wi th the Conm ssion-authorized revenues that result
fromthis rate case. At first glance this seens
reasonable. Wy wouldn't we want a utility conpany
supplying a necessary service to Mssouri's citizens
to have a stabilized | evel of revenue. Well, they
al ready do. M ssouri-Anmerican's yearly revenues have
been trending up for the | ast decade. M ssouri -
Anmerican's yearly revenue in 2014 was over 270
mllion. In 2023 it was over 450 mllion. And
M ssouri - Aneri can has not presented any evidence to
show that this trend wll change any tine soon.

Sinply put, M ssouri-Anerican is
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att errpt 1 ng to turn authorized revenues into

guar anteed revenues. No matter the quality of
service provided or the anount of water delivered to
Its custonmers, M ssouri-Anmerican wants their
custoners to supply an equal |evel of revenue.

Wt hout an RSM M ssouri-Anerican is
i ncentivized to provide the best quality of service
to its custoners and custoners are incentivized to
conserve water and see that conservation reflected on
their bill wthout |ater seeing an RSM surchar ge.

M ssouri-American states that RSMresults
in risk sharing between -- between custoners and
rat epayers and they pronote this risk sharing as a
benefit. In reality there is no shared risk, only
a guarantee of revenue to the Conpany. Wthout an
RS -- RSM M ssouri-Anmerican is incentivized to find
efficiencies between rate cases. Wth an RSMt hat
i ncentive al nost di sappears because revenues are
guar ant eed.

Staff would prefer the Conm ssion not
approve an RSM Once approved, an RSMw ||l not go
away but the concept of naking an adjustnent for the
lowering of the risk to the utility wll fade over
time so the ultimate result wll be an RSM and a

hi gher ROE. For instance, the Conm ssion has the
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ability to look at the inpact of an ROE due to the

fuel adjustnent clause. Since the FAC is now baked
in, there is no review of the inpact on the | owered
risk to the utility and the inclusion of an FAC
mechani sm

Furt her, although M ssouri-Anerican
Wtness Bulkley did not admt to the lowering of risk
to the utility in her RSMtestinony, Wtness Rea does
acknow edge that there's a transfer of risk fromthe
utility to the custoner. Thus, if the Conm ssion
chooses to approve an RSM it only makes sense for
there to be sone acknow edgnent of the shifting of
risk away fromthe utility. Wile a |lower RCE is one
way, the Conm ssion could also order capital
structure that is nore consuner friendly, simlar to
that proposed by Staff or OPC.

The Uility is granted an RCE because of
business risk. As risk is limted or reduced as
through an RSM it shoul d be recogni zed. The
consuners on the other hand do not have any nechani sm
to conpensate themfor any risk. So it is an
asymetrical nmechanismthat allows for risk to be
added to one party w thout any conpensatory benefit.

Later this norning Staff w tness M chael

Abbott w il take the stand. | encourage you to ask
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hi m any questions you have regarding Staff's position

on this issue and howit wll negatively affect
ratepayers. Thank you and | am happy to answer any
guestions you may have.

JUDGE SEYER Al right. Do the
comm ssioners have any questions? All right.

COW SSI ONER M TCHELL: Judge, | have
one.

JUDCGE SEYER: Conmi ssioner Mtchell.

COW SSI ONER M TCHELL: Comm ssi oner
Mtchel | .

QUESTI ONS

BY COWM SSI ONER M TCHELL.:

Q Are we aware in a past years if the
Conpany has been unable to collect their authorized
revenue? Has that been a problemin the past? Do we
know t hat ?

A. | unfortunately do not have an answer to
t hat questi on.

Q |s there a witness you're bringing forward
that m ght know t hat?

A Possi bly a Conpany witness. | am-- | am
not sure.

MR, COOPER  Conmi ssioner, this is Dean

Cooper from-- on behalf of M ssouri-Anerican.
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M. LaG and, M ssouri-Anerican's witness, does have

testinony on that subject and would be able to ask --
answer those questions.

COW SSI ONER M TCHELL: | appreciate
that. Thanks.

JUDCGE SEYER: Thank you, Ms. Aslin.
M. Coffrman, would you like to present an opening
st at enent ?

MR. COFFMAN: Yes, | do. Is it okay to
stay here or I'lIl -- I"msorry, I'll -- no problem

May it please the Comm ssion, | can be
brief because | think Attorney Casi Aslin stated it
as well as | could have. The RSMis a concern
because it transfers risk to consuners. The result
is that rates go up faster. And even though an
I ndi vi dual custonmer m ght be able to make -- you
know, conserve on their water usage, the overall body
of custoners are, in a sense, punished for
conserving. So if they use less, then the rate --
then everyone's rates go up later and that seens |ike
a perverse incentive. It reduces at |east the reward
t hat custoners expects when they conserve.

W also -- the RSMis conplicated and has
sone ot her uni ntended consequences. W have

testinony froman expert, Roger Colton, who's
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avai |l abl e today renotely, and he goes into an

addi ti onal concern that we have about how t he RSM
woul d i npact | owincone custoners. So you could ask
hi mt hose questions. That's all | have.

JUDCGE SEYER. Al right. M. Coffman,
just to remnd us, you are counsel for Consuners
Council of M ssouri and AARP?

MR. COFFMAN:. Yes. And Consuners Counci |
I's sponsoring Roger Colton.

JUDGE SEYER: Do the conm ssioners have
any questions for M. Coffman? AlIl right. Hearing
none. Thank you. Wuld any of the other Intervenors
like to present an opening statenent? M. Qpitz.

MR. OPITZ: Good norning. Happy
bi rt hday, your Honor, and may it please the
Comm ssion. The Conpany's asking for an over 40
percent increase and enbedded within that is a 10.75
RCE. | understand fromthis norning that the Conpany
believes it is entitled to this RSM nmechani sm whi ch
Is away that wll allowthe utility to charge nore
fromcustoners outside the full review of a rate
case. And it's ny belief that this Conpany is not
going to stop asking for these nechanisns, for these
i ncredi ble requests for increases until the

Comm ssion tells them no.
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And here's five reasons why you shoul d

say no to the RSMrequest. First, the Conpany has
shown that it has not been unable or had an
opportunity to earn its authorized RCE under
tradi tional ratenmaki ng nechani sns. Second, the RSM
wi Il unjustifiably expose custoners to bill increases
Wi t hout consi deration of changes in cost of service.
Third, it fails to account for potential growh and
revenue and could elimnate the need for -- for
changes to custoner bills. That could elimnate the
need for changes to custoner bills. Fourth, changing
rates and custoner bills should only be done through
a thorough analysis and review of the Conpany's
revenue collections and changes in cost of service to
ensure that their rates and related bills to
custoners are just and reasonable. And fifth, to the
extent the Conpany seeks revenue stability, there are
| ess dramati c approaches that coul d be taken that
would fit within the traditional ratenmaking process.
For these five reasons | urge you to
reject the RSM proposed in this case. | would note
that MECG is sponsoring the testinony of Jessica York
on this issue. Just for clarity, I'"'msure it'll cone
up, she's also sponsoring testinony for another party

inthis case. | believe on the RSMissue they're
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total -- in total alignnment. So |'m happy to answer
any questions to the extent | can, but as you can
expect, |I'mnore happy to defer those questions to
the expert, M. York, so.
JUDGE SEYER  Chair Hahn.
CHAI R HAHN:  Yeah.
QUESTI ONS
BY CHAI R HAHN:
Q Sorry, M. Qpitz. | was trying to wite
the five reasons.
A Sur e.
Q Can you help ne with nunber one and hal f
of nunber two?
A. Sure. So these are all within the

testinony of Ms. York and within the position
statenents | filed for MECG But the first one is

t he Conpany has not shown that it has been unable to
earn or had the opportunity to earn its authorized
RCE under traditional ratenmaking nechani sns.

And are you ready for nunmber two? Nunber
two is the RSMw || unjustifiably expose custoners to
bill increases w thout consideration of changes in
cost of service.

CHAI R HAHN:  Thank you.

JUDGE SEYER: Are there any ot her
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questions fromthe comm ssioners? All right. Thank
you.

MR OPI TZ: Thank you.

JUDCGE SEYER: Ms. Plescia, | apol ogize.
You are kind of out of ny |line of sight.

MS. PLESCI A:  On purpose. No.

JUDGE SEYER: Wbuld you like to make an
openi ng statenent on behalf of your clients? |If you
woul d, since you're here in person -- | believe you
were online yesterday.

M5. PLESCI A: Correct.

JUDGE SEYER: Ckay. So if you would, in
case | forgot to have you enter your appearance, if
you -- could you do that?

M5. PLESCIA: Certainly. |'mD ana
Pl escia representing the Mssouri |Industrial Energy
Consuners. |I'mwth the law firmCurtis Heinz
Garrett & O Keefe and |I' m appearing today on behal f
of the MEC on class cost of service and rate design.

JUDGE SEYER Al right.

M5. PLESCIA: | just wanted to briefly
add to what M. Opitz said. | thought his -- his
argunents were very conprehensive. | just wanted to
focus on one thing. The legislature has enacted a

panoply of various nechanisns that the utilities can
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use if they need to, and the RSMis one of those

things. However, | disagree with the Conpany's

counsel in his inplication | believe that this has

been passed by the legislature, it's sonething the

| egi slature wants the Comm ssion to do. | think it's

a tool in the toolbox for a utility that is unable to
make its authorized return or is struggling in sone
way. | think the Conm ssion can view it that way.

And | think that especially in the case
of M ssouri-Anerican where they're earning their
aut horized return, there really is no need for this
mechanismat this time. And the Conmm ssion
ultimately has the discretion over this to | ook at
all relevant factors and | ooking at the total
circunstances in the case, | think certainly this is
not a case where the Conm ssion would need to use its
di scretion to apply that statute. And that's all |
have.

JUDCGE SEYER: Any questions fromthe
comm ssioners? Al right. Thank you. M. di zer,
woul d you |like to make an opening for the Public
Counsel .

MR, CLIZER  Sorry. [|'mgoing to burden
you all with nore handouts.

We good, Brian?
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Al right. Good norning once again. As

before, John dizer on behalf of the Ofice of Public
Counsel. (Going to give the opening argunent
regarding rate stabilization -- or revenue
stabilization nechanism So the very first thing |
want to touch on, and I'mglad to hear that the
counsel for the Conpany acknow edged this, the RSMi s
not a guarantee. The statute itself clearly
i ndicates that the Comm ssion is free to approve,
reject, or even nodify what's been put forward by the
Conpany. Qoviously | underline reject because the
OPC s positionis to reject, but I would al so
hi ghlight nodify. |If there is sonething nore to this
that you think you need to do, that's a conponent of
this as well.

| also want to just point out to you guys
that, again, no other water utility gotten this.
Thi s has not been authorized by anybody el se. And
the reason I'mfocusing on that is just to rem nd you
all, thisis afirst. This is the first tine that
you guys are going to be able, if you were to approve
it, it's the first tine it wll be approved for
anybody. So it becones really inportant to think
about how the RSM woul d theoretically function, what

your goal is wth it, because it's going to set the
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stage for any future kind of RSM G anted, it

currently has very few conpani es who coul d take under
it, but still the point remains. This is the first
so let's think about how the RSMis supposed to work.

And to start with that let's ask
oursel ves a sinple question. Wen should you approve
an RSM  Now, you heard a lot of testinony regarding,
you know, are they doing their authorized ROEs. |
think that's an i nportant consideration here. But to
nme when | |ook at the RSM | think on a nmuch sinpler
term | say that the -- the issue really is in the
name itself. The question before you is sinply are
t he Conpany's revenues stable or not, right. If
we're going to have a revenue stabilization
mechanism that really only makes sense if we think
that their revenues are unstable.

And then here, I'mnot going to read all
this out to you, this is the sort of paraphrased
version of the |language. And you can see that the
whol e schema of this statute is all about addressing
revenue vari ations.

So we start to |look at ourselves and we
say, so how have M ssouri-Anmerican Water's revenues,
you know, changed. Are they stable. And this graph

which is taken fromthe testinony of Staff w tness

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 06, 2025

Page 23
M. Abbott shows you M ssouri-Anerican Water has had

a very consistent revenue growh over the past

decade. And it's been driven by a pretty clockwork
series of rate cases and WSIRA filings. So in ny
opinion | would argue that it's not an issue where we
have revenue instability.

And specifically I want to address,
because Comm ssioner Mtchell asked, Ms. Lena Mantle
directly addresses the issue of revenue variation
begi nni ng on page 13 of her direct/rebuttal
testinony. And on page 14 even there's a very nice
table that |lays out from 2017 to 2021 what was the
aut hori zed rate case revenue, the build revenue, and
the variances. And you'll see that the percent
difference on that table -- | apologize; | didn't put
it innm slide -- is about .56 over that five-year
period. It's also worth noting that over that
five-year period that the Conpany actually overbilled
about $8 million in total. So if this RSMwas in
pl ace, you woul d have actually had a return of noney.

That being said, again, a .56 difference
over five years does not indicate a significant
variation in revenue that would kind of nerit needing
to have an RSM | also want to point out just very

briefly that it cuts off at 2021. The only reason
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for that is because the Conpany hasn't been able to

provide us the additional data on it. W asked, and
they weren't able to. You can ask Ms. Lena for
foll ow up questions on that.

The other thing to consider really, not
just in ternms of the revenues but at a broader |evel
how t he Conpany's been functioning. This kind of
gets a little bit into that ROE part you heard ot her
peopl e tal king about. In addition to having very
stabl e revenues, this conpany's had exceptionally
stable dividend growth. | nean, this is a conpany
who' s had a consistent and high overall growh of its
di vidends and it has been successful year after year
In nmeeting or exceeding its 7.9 percent conpound
annual growth rate for earnings per share.

So again, this just cones back to the
idea this conpany is not hurting. This conpany is
not suffering at a nonent and needs a revenue
stabilization nmechanismin order to make itself
whole. It's doing just fine.

The ot her conponent to sort of add to
this, and you're going to see this graph cone up in a
great nore detail later, is the actual custoner usage
that we're seeing. And this again ties into that

i dea, are we seeing fluctuations in the revenue. And
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we're not because we're not seeing fluctuations in

the usage. Over the past five years, the Conpany
usage has been fairly consistent and steady. Again,
|"mgoing to cover this way nore detail with regard
to a later issue, so l'mgoing to kind of leave it
al one here. But the general gist of it's pretty
obvi ous.

Ckay. So let's hypothetically accept for
a nonent the Conpany isn't having revenue
instability. |If the -- if that's the case, what does
the RSM give us. Wll, basically all that it becones
at this point is a guarantee of profit that's being
backed by the ratepayers, nuch like if you have a
guarantor for your |oan. And what do ratepayers get
out of this. Well, first of all, they get risk
exposure. You know, if a large custoner |eaves the
system all the other custoners are going to have to
pick up the revenue that |arge custoner was
providing. And this is inportant because M ssouri -
American has a couple of very l|large water supply
custoners who could potentially shift suppliers.

You al so get an additional surcharge on
bills which, again, you know, there's already quite a
few surcharges. You heard the counsel for both MEC

and MECG nention that.
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And finally you get a punishnent for
trying to reduce their own costs. This gets to that
conservation conponent. And | want to run through
that visually because | think it's really inportant
for people to kind of visually consider how that
wor ks. So you're going to see the next couple of
slides here, they're just graphs. But let's just
assune we have five custoners, right. And one of
those five custoners decides that they're going to
reduce their usage. They're going to try and | ower
their bill by reducing their usage. Well, what this
RSM would do is it would take the anmbunt of nobney
that that custoner was going to have to pay and woul d
effectively redistribute it anongst all the other
custoners, including the one who had the
conservati on.

So right now under this scenario it is
true that custoner three, the one who reduced their
usage, iIs paying less than they woul d have, but they
still have to increase what they woul d have paid
because the RSM At the sanme tine the other four
custoners are now having to subsidize the reduction
I n usage that happened for custoner three. And if
nore custoners start to reduce usage, the problem

becones exponential because the anmount of reduction
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has to be spread out.

So what happens if everybody reduces
their usage. Wll, then everybody is basically
payi ng the sane anount because the RSM guar ant ees
that that reduction gets covered. Wat this
effectively neans is the nore people who try to save,
t he nore people who reduce, the nore people who try
to conserve, the |less effective that conservation is
on their own bills. |t becones counterproductive.

The last thing I'"mgoing on to touch on
very briefly is sonething that was brought by up
counsel for the Conpany and it concerns the inclusion
of production cost tracker elenments. GCkay. The
sinple version here is that you can't do this under
the statute. The statute only allows for variation
I n usage. Production costs or, you know, expenses in
general aren't usage. This is not sonething you can
put into the statute based on its |anguage. | don't
really have nuch nore to say to it beyond that, and
|"ll address this nore deeply in the brief. But as
far as the issue today goes, the Conm ssion shoul d
really only focus on whether the RSM shoul d be
granted. The question of whether production costs
should be included is, in ny opinion, just a conplete

nonstarter given the | anguage of the statute.
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Al right. So really quick concl usion.

Li ke I said, MAWC cannot show a need for an RSM
because it doesn't have the revenue instability that
woul d justify it. Putting that burden on custoners
IS just going to be another step towards risk-free
utility regulation. And | really want to remnd this
Comm ssion, a large part what this Comm ssion is
intended to do is to be a proxy for the conpetitive
markets. You all are the -- the solution to the fact
that these guys are regul ated nonopolies and,
therefore, don't have natural conpetition. And think
to yourself what other business out there gets to
operate with a guarantee of its revenue. Does Google
operate with a guarantee of its revenue. Does Ford,
does Wal mart, does Coca-Cola. None of these other
conpani es operate with that kind of guarantee, so why

on earth should M ssouri-American Water be different.

This is a step in the wong direction. |It's taking
you away froma conpetitive market. It is taking you
closer to a nonopoly. It is bad for custoners on

that face al one.

Al right. That is ny conclusion. [|'m
happy to take any questions.

JUDCGE SEYER: Do the conm ssioners have

any questions? Hearing none. Thank you, M. Ci zer.
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Al right. The Conpany may call their first wtness.

MR, KILE: Petitioner calls Charles Rea.
JUDGE SEYER© M. Rea, would you raise
your right hand pl ease.
(Wtness sworn).
CHARLES REA,
the w tness, having been first duly sworn,
testified as foll ows:

DI RECT EXAM NATI ON

BY MR KI LE:
Q Good norning, M. Rea.
A. Good nor ni ng.
Q Can you pl ease state your nane and spell

your |last name for the court reporter.

A. My nane is Charles Rea. M last nane is
R-e- a.
Q M. Rea, by whom are you enployed and in

what capacity?

A | " m enpl oyed by the Anerican Water Works
Service Conpany. M current title is vice president
enterprise-wi de regulatory pricing and affordability.

Q M. Rea, for purposes of this proceeding
have you caused to be prepared in witten
guesti on-and-answer format your direct testinony?

A Yes, | have.
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Q And is that what has been marked for
identification purposes as Exhibit No. 227

A. Yes.

Q Have you al so caused to be prepared in
witten question-and-answer format your
rebuttal /surrebuttal /sur-surrebuttal testinony?

A. Yes.

Q And is that docunent nmarked and identified
as Exhibit 23?2

A. Yes.

Q Do you have any corrections to either
Exhi bits 22 or 23?

A | do not other than anyplace where it
states that I'ma senior director and now I'm-- now

| am a vice president.

Q Thank you. M. Rea, other than that
change that you just noted, if | were to ask you the
guestions that are set forth in Exhibits 22 and 23,
woul d your answers be the sane?

A. Yes.

Q And are the answers to those questions
true and correct to the best of your know edge,

I nformation, and belief?

A. Yes.

VMR. Kl LE: Petitioners offers Petitioner's
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Exhibits 22 and 23.

JUDGE SEYER: |Is there any objection to
t he adm ssion of those docunents? Hearing none,
Exhibit 22 and 23 are admtted into evidence.

(Conpany Exhibits 22 and 23 were admtted
and made a part of this record.)

MR, KILE: The witness is available for
Cr oss-exam nation, your Honor.

JUDGE SEYER: Staff?

CRCSS- EXAM NATI ON

BY Ms. ASLI N

Q Good norning, M. Rea.
A Good nor ni ng.
Q Have M ssouri-American revenues been

I ncreasi ng over the past ten years?

A. Yes.

Q And do you have any reason to believe that
this trend is likely to change?

A It depends on whet her the underlying
factors that cause those revenues to increase change.
It's not -- | think it's a mstake to think that
revenues are increasing for no particular reason. It
depends on whet her the underlying factors that cause
t hose revenues to change will continue to -- to be

what they were.

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 06, 2025

Page 32

Q But at this tine do you have any reason
specific reason to believe that this trend wll
change?

A. Not in particular, no.

M5. ASLIN.  Thank you. No further
guesti ons.
JUDCGE SEYER:  Thank you. M. dizer?
MR. CLIZER | have no questions. Thank
you.

JUDGE SEYER: Al right. M. Coffnman.

MR. COFFMAN:. Good norning, M. Rea. |
have no questions. Thank you.

JUDGE SEYER: Al right. Any questions
for the counsel for Riverside or City of St. Joseph?

MR. BEDNAR  No questions, your Honor.

JUDGE SEYER: Liberty? Al right. MCG?
Yes, M. Opitz.

CROSS- EXAM NATI ON

BY MR OPI TZ:
Q Good norning, M. Rea.
A Mor ni ng.
Q Are you based out of M ssouri?
A No. | live in Mdline, Illinois.

MR, OPITZ: Ckay. Thank you.
JUDGE SEYER: Al right. Any questions
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on behal f of M EC?

M5. PLESCI A: No questions, thank you.
JUDGE SEYER: All right. Any questions

fromthe comm ssioners? Yes, Chair Hahn.

QUESTI ONS
BY CHAI R HAHN:

Q Good nor ni ng.

A Good nor ni ng.

Q Can you tell nme how many of M ssouri -

Anmerican's operating conpany or Anmerican Water Wrks
operate -- operating conpanies like simlar to
M ssouri-Anmeri can have an RSMin pl ace?

A There are 12 operating conpani es, water
operati ng conpani es the Anerican Water footprint
in 12 different states. | can tell you that in
I1linois, IlIlinois-Arerican Water Conpany has an RSM
mechanismsimlar to what we have proposed here in
M ssouri. In California, California-Amrerican Water
Conpany has recently had a revenue stabilization -- a
revenue stabilization nechanism They currently do
not, although that is an issue of sone dispute. So |
woul d not consider California to be settled one way
or the other. Oher than California, as | said,
I111nois-American Water Conpany has a nechani sm

simlar to what M ssouri-Anerican Water's proposi ng.
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None of the other operating conpanies have that sort

of mechani sm
Q Ckay. So in Illinois-Anerican water
Conpany's RSM did that conpany have varying revenues

for water service or varying usage?

A Yes. And | would say that revenue
volatility in the Illinois service territory is |less
than what it is for Mssouri. Illinois-Anerican
service territory -- Illinois-American is probably

maybe two-thirds the size of Mssouri-Anmerican in
terms of the nunmber of custoners it serves. It
stretches all the way fromthe Chi cago suburbs down
to Cairo, Illinois, which is far, far southern
II'linois. So the service territory is simlar, not
quite as big. Revenue volatility is considerably
| ess than what M ssouri-Anerican Water Conpany has.
Q Ckay. And thank you so nuch. And in
M ssouri we have it authorized by statute, but it's
not -- it has not been used in practice. So of
the 12 operating conpanies in Illinois and
California, it is statutory in both places or how has
it been established?
A | don't know the answer to that question.
| can tell you that there is a statute in Indiana

that allows for revenue decoupling and we have not --
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we do not have a revenue stabilization nmechani smin

Indiana. | don't know if Illinois or California has
enabling legislation that specifically, you know,
tal ks about this the way it does in M ssouri.

CHAIR HAHN:. Ckay. Thank you. Appreciate

JUDGE SEYER: Any ot her comm ssioner
questions? Al right.

COW SSI ONER M TCHELL: If | may, your
Honor .

JUDGE SEYER: Yes. Conm ssi oner
Mtchell.

QUESTI ONS

BY COWM SSI ONER M TCHELL:

Q You nentioned M ssouri's revenues were
nore volatile than I1linois'. Could you expand on
that and what -- what is the historical volatility of

revenue and volunetric sales in Mssouri that you're
referring to?

A. So that's a good question. So there
are -- so the way | think about revenue volatility,
it comes fromtwo different sources. One is how nuch
of your water sales are seasonal sales. That is
primarily for irrigation in the sumertinme although

it doesn't have to be irrigation, but it is seasonal
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in the sense that it is affected by weather. That's

one component.

The second conponent is the relative |evel
of fixed charges and volunetric charges that you have
in rate design. The nore heavily wei ghted your rates
are toward vol unetric conponents, the nore revenue
vol atility you're going to have because the seasonal
usage that can go up or down due to weather is --

Is -- has nore value to it.

| can tell you that we have three states,
M ssouri, New Jersey-Anerican, and
California-Anmerican that have relatively high | evel
of seasonal usage, nore so than any other state that
we operate in. And I can tell you that the rate
design that we have in Mssouri is nmuch nore wei ghted
toward the volunetric conponent of rates than either
New Jersey or California. So in that sense | woul d
say that we have nore revenue volatility due to
seasonal usage in Mssouri than we have in any ot her

operating conpany that American Water has.

Q And that volatility is -- (audio cut out).
A |"msorry, | didn't catch that.
Q That seasonal volatility is generally
linked to weather patterns. |s that fair to say?
A Yes. And it's related to how hot the
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summer is or not and how dry the sumer is or not.

So it has to do with hot weather or the | ack thereof
and it has to do with precipitation in the sumertine
or the lack thereof.

Q And over the long term are those
variations fairly predictable?

A You can certainly predict them You can
certainly do a statistical analysis that shows how
sensitive your sales are to both heat in the
summertinme and precipitation, and | believe that --
that our wtness, M. MUCellan has done that sort of
analysis and that is one of the foundational pieces
of his statistical usage analysis. You can certainly
quantify that both in terns of gallons and in terns
of revenue.

Q | want to shift for a second to custoner
perspective. And in ny mnd a custoner's ability to
control their cost for the water comodity is pretty
limted. The only lever | can think of is to control
or manage usage. And with an RSMin place, do you
think that dimnishes the custoner's ability to
control their cost by controlling their usage?

A No, | don't think it does. And | -- and |
would -- and | would say that changes in usage over

time are going to be reflected in changes in rates
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whet her you have an RSMor not. [t's not a question

of does an RSM i ncrease rates because usage i s going
down. That's going to happen anyway, and that's one
of the reasons why rates have changed over tine the
way that they have. The question is when do you nake
that adjustnment, not if you make that adjustnent.
Because the adjustnent's going to happen anyway.

Q But the adjustnent happens as a result of
alitigated rate case and not an autonated nmechani sm
Ils that fair to say?

A Currently that's fair to say, yes.

COMM SSI ONER M TCHELL: Thanks. | don't
have any nore questions. Thank you for your
testinony and thank you for being here.

THE WTNESS: You' re wel cone.

JUDGE SEYER: Thank you, Comm ssi oner
Mtchell. Excuse ne. M. Rea, |'ve got sone
guestions nysel f.

QUESTI ONS
BY JUDGE SEYER

Q And one of them touches on what
Comm ssioner Mtchell asked you about as far as the
effect of weather and tenperature. And you nentioned
M. MCellan's prefiled testinony. OPC s, the

Public Counsel's witness Lena Mantle raised a point
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in her testinony that M. McCellan --

M. MCellan's testinony shows that different
custoners have different |evels of weather
sensitivity. Specifically St. Louis County
residential custonmers have no sensitivity to changes
I n tenperature or weat her whereas other custoner

cl asses such as St. Louis County, OPA, other public
authorities do. How does the Conpany respond to
consolidating those different classes?

A Wll, | think it's fair to say a couple of
things. One, there is sensitivity to -- to sumer
weat her for residential custoners both in St. Louis
County and outside of St. Louis County. | think that
M. MCellan's statistical analysis shows that to be
true.

It is true that residential custonmers and
comrerci al custoners and public authority custoners
will all have different sort of overall |evels of
volatility. | don't think that there are significant
enough di fferences between St. Louis County and
non-St. Louis County to prevent consolidation of
rates on that basis.

And I will give you, if | may, | will give
you an exanple of a state where that has been an

I ssue. In California there are --
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California-Anrerican Water has three different pricing

zones: A northern district, a central district, and
a southern district. Northern district is
Sacranmento. Central district is Monterey which is
just a little bit south of San Francisco. And then
the southern is southern California. Three very
different climate patterns, very different climate
patterns that result in very different usage
characteristics for residential custoners in those
three areas. And that is a legitinate reason to not
have consolidated rates because the usage patterns
are very, very different in California.

In Mssouri that is not the case. Usage
patterns between St. Louis County, St. Charles
County, Jefferson Cty, Joplin, St. Joseph don't cone
anywhere close to, in ny opinion, close to a
rationale for not consolidating those rates.

Q Ckay. In your direct testinony on page 39
and | don't know that you need to go to that
testinony, but I'Il -- I"Il just tell you what was in
the testinony. There was a question posed to you:

Wi ch custoner classes will be excluded fromthe RSM

And your answer was: |Industrial water
custoners and water custoners taking service under

contract rates.
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A Yes.

Q But the determ nation of the RSM
adjustnent as stated in the tariff excludes actual
production costs, so industrial and contract rate
wat er custoners woul d not be charged for any
I ncreased production costs. |s that correct?

A. Right, that's correct.

Q Al right. Wen it conmes to the nunber of

gal l ons of water sold, do you know what percentage of
the gallons of water sold are to industrial
customers?

A. | don't. M. MCdellan mght. |If he

doesn't, that is sonething we could certainly get.

Q kay. Could you do that for both 2024
and 20237

A Yes.

Q Ckay.

A. And | hope sonebody's taking notes. Yes,

we certainty could do that.

Q | f the proposed RSM was applied to the
Conpany' s revenue production costs since the | ast
rate case, what woul d have been the average inpact on
the different custonmer groups that the RSM woul d have
applied to?

A | don't know the answer to that.
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Q How does the RSMtariff as proposed in the

cal cul ation of production cost adjustnent consider
| ost or unaccounted for water?

A. | don't think it specifically addresses
that issue. There are certainly production costs
associ ated with nonrevenue water. | don't know that
the tariff specifically addresses that issue.

Q Ckay. And I'mgoing to refer back again
to Public Counsel witness Lena Mantle's testinony.
In her testinony she discusses the inconsistencies
bet ween how the RSMis described in her testinony to
function versus howit is witten up in the draft
tariff. |s the proposal for the RSMto have nonthly
or annual true-ups?

A It would be an annual true-up. It's based
on nonthly information, okay, but we would not have
monthly filings that true-up the anmbunts. It woul d

be an annual true-up.

Q Ckay.
A. A true-up that's done once a year.
Q Gotcha. Al right. M. Mntle in her

testinony al so rai ses the concern about the
consolidation of different customer classes into one
mechani smand the risk to residential custoners

especially if usage for comercial custoner and/or
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sal e-for-resal e custoner usage drops, which would be

simlar to what happened during the pandem c. How
woul d this inpact the residential custoners under the
proposed RSM?

A. Well, it certainly is the case that
changes in one class usage under the RSM woul d i npact
the RSM t hat other custoners pay. There's no doubt
about that. | would note that all of these
custoners, residential, comercial, and public
authority custoners, all pay the sane rate. So from
a revenue perspective I think the difference is |less
than what it would be if there were different rates
that different custoners paid. | don't know that you
can say beyond the hypothetical that any particul ar
change is going to inpact any particul ar group of
custoners one way or the other. Certainly it wll,
but to the extent that it would | think is
specul ati on.

Q Ckay. | want to ask you about fixed
costs. Wiy are fixed costs not included in the RSM

A Well, we're asking for revenues associ at ed
with fixed costs or at |east the recovery of fixed
costs, but the RSMis not a cost tracker other than
t he exclusion of the production costs. So | don't

know i f that answers your question --
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Q Vell --

A -- 0or not.

Q | guess the reason | ask that is because
fi xed costs are not dependent upon usage.

A That's correct.

Q But the Conpany has the ability to control
those fixed costs to a certain extent. Correct?

A To a limted extent | would say.

Q kay.

A | don't think that it would be prudent for

the utility to, you know, reduce head count
necessarily just because it thinks that the weat her
Is going to -- in the summertine is going to be
unfavorable. So there is sone limted ability to do
that, but | think it's -- it's pretty |imted.

Q But woul d you agree though if the prem se
of the RSMis to share the risk with your custoners,
shoul dn't any savings or increases in the fixed cost
al so be shared with the custoners?

A. | think that's generally done through
litigated rate case process. | think that the period
of tinme that we -- that the RSMis going to be in
pl ace, at least in terns, you know, of -- of periods
of time between rate proceedings is such that | don't

think you woul d see huge swings in the Conpany's
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fixed costs such that they would need to be

reconci | ed.

Q Under the RSM assum ng there were | abor
positions that were included in the rate case to be
filed at a |later date but were not filed between rate
cases, woul d those savi ngs be passed along to the
cust oners under the RSM?

A Well, the RSMis going to reconcile the
revenues that were approved by the Commission in this
case to revenues that are actually going to be
coll ected going forward. What you're describing to
me sounds nore |ike formula ratemaki ng where you're
basically recal culating rates every year based on
different |evels of fixed cost, different |evels of
usage, different levels of investnents and so on and
soon. | think that is a different aninmal altogether
and so | don't think that that's sonething that you
woul d want an RSM to necessarily reconcile.

Q One | ast question. Wen it cones to
nonrevenue water, would the production costs include
that in your -- would production costs included in
the RSM i ncl ude nonrevenue water?

A | think the answer is yes, but M. LaG and
m ght be able to chinme in on that too.

Q Okay. And just to circle back for just a
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second, when | was asking about the rate positions,

really what | -- what | neant was the vacant | abor
positions in between rate cases.
A. Ckay.
Q Okay. Just to clarify that. Does that
change your answer?
A. No.
JUDGE SEYER: Al right. Does Staff have
recross?
M5. ASLIN.  No questions.
JUDGE SEYER: Public Counsel ?
MR, CLIZER No questions, thank you.
JUDGE SEYER  CCwp
MR. COFFMAN: No questions, your Honor.
JUDGE SEYER.  MECG?
MR OPITZ: | have one question.
RECROSS- EXAM NATI ON
BY MR OPI TZ:
Q M. Rea, in response to a question from
Comm ssioner Mtchell, you nentioned that M ssouri
has a higher portion recovered fromthe volunetric

conponent of bills than other states. Do you recall

t hat ?
A Yes.
Q Wul d you agree that allocating nore of
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the costs to the fixed conponents would be a way
under traditional ratenmaking to increase revenue
stability?
A Yes.
MR OPITZ: That's all | have. Thank you.

JUDCGE SEYER: Al right. Any recross on
behal f of M EC?

M5. PLESCI A: No questions, thanks, your
Honor .

JUDGE SEYER: Thank you. All right.
M. Kile, any redirect?

MR. KILE: Yeah. Just one area of
redi rect, your Honor.

REDI RECT EXAM NATI ON

BY MR KILE:

Q M. Rea, do you recall -- we're going to
go way back to the begi nning of cross-exam nation.
Comm ssion Staff Counsel was asking you about whet her
M ssouri-Anerican's revenues have been increasing
over the past ten years and |I think you answered yes,
they were. | think she then followed up with, Do you
foresee that changing in the foreseeable future. Do

you recall that line --

A | recall that, yes.
Q You answered that |atter question by
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saying, Well, it depends upon the factors. What

factors have caused M ssouri-Anerican's revenues to
I ncrease over the course of the |last ten years?

A | ncreased | evel s of investnent, increased
| evel s of operating costs. And if you're also
t al ki ng about what factors have caused rates to
change, | would al so include changes in usage
associ ated with that.

Q Do those increased | evels of investnent
and operating cost, are those al so causing i ncreases
to fixed costs?

A. Yes.

MR, KILE: No further questions, your
Honor .
JUDGE SEYER Al right. Thank you,
M. Rea. You may step down.
THE W TNESS: Thank you.
JUDGE SEYER M. Kile, are there
addi tional wtnesses on this issue?
MR. KILE: Not on this issue, your Honor.
JUDCGE SEYER Then Staff may call your
first wtness.
M5. ASLIN. Staff calls M chael Abbott.
JUDGE SEYER: M. Abbott, you're raising

your right hand. | appreciate that.
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(Wtness sworn). rage
M CHAEL ABBOIT,
the witness, having been first duly sworn,
testified as foll ows:
JUDGE SEYER  Thank you.
DI RECT EXAM NATI ON
BY M5. ASLI N
Q M. Abbott, could you please state and
spell your nanme for the court reporter?
A My nane M chael Abbott, Mi-c-h-a-e-|
A-b-b-o0-t-t.
Q And did you prepare direct, slash,
rebuttal testinony in this case marked as
Exhi bit 2007
A Yes.
Q ' mgoing to go back a question, | skipped
one. How are you enployed and in what capacity?
A. | am enpl oyed with the M ssouri Public
Service Conm ssion as a project -- or senior project

manager in the water, sewer, gas, and steam
depart nent .

Q Al right. And back to that
direct/rebuttal testinony, do you have any changes or
corrections to that testinony?

A | do not.
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Q If | were to ask you the sanme questions in

that testinony today, would your answers be the sane
or simlar?
A Yes.
Q And is the information contained in that
testinony true and correct to the best of your
know edge and belief?
A Yes.
M5. ASLIN. | would offer Exhibit 200 and
tender the witness for cross.
JUDGE SEYER: Any obj ection?
Exhi bit 200 --
MR. KILE: | was saying no objection.
Sorry.
JUDCGE SEYER: Exhibit 200 is admitted.
(Staff Exhibit 200 was adm tted and nade
a part of this record.)
JUDGE SEYER: Al right. M. Kile?
MR. KILE: No questions, your Honor.
JUDGE SEYER M. dizer for Public
Counsel ?
MR CLIZER  Yes, your Honor.
CROSS- EXAM NATI ON
BY MR CLI ZER
Q Good norning, M. Abbott.
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A Mor ni ng.
Q | saw you sitting over there during the --
while M. Rea was on the stand. |s that correct?
A Correct.
Q So you heard M. Rea asked a series of

question from Conm ssioner Mtchell regarding
volatility. Do you renenber those?

A. Yes.

Q Now, is it correct to say that to your
know edge M. Rea hasn't presented information in his
testinony that shows what the difference on the
revenues included froma rate case agai nst revenues
actually billed have been for the past several years?

A. |'"'m-- can you say that one nore tine?

Ask the question one nore tine.

Q That's perfectly good because | butchered
that question. To your know edge has the Conpany put
forward i nformati on that shows what the volatility
bet ween what has been authorized in rates and what

has been billed in rates was over the past several

year s?
A | don't believe so.
Q Now, in your testinony, did you put

forward an exam nation of the difference between the

aut hori zed revenues and the revenues actually billed
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over the past several years? ragese
A | did not.
Q Are you famliar with the famliar
testinony of Ms. Lena Mantl e?
A. Yes. Alittle bit, yes.
Q Do you have a copy of it in front of you?
A | do.
Q Can you turn to page 13 of her
direct/rebuttal testinony for ne.
A What page was that again, |'msorry?
Q Page 13.
A. It looks |like |I nmade a copying error
because | only go to page 9.
MR. CLIZER  Can you provide himwth
yours? Just leave it in there.
THE WTNESS: |'m on page 13.
BY MR CLI ZER
Q Wul d you agree with ne -- and |' m goi ng
to paraphrase; | don't have to read everything into

the record -- that Ms. Mantle is laying out her
exam nation of the volatility of the difference

bet ween what is authorized in revenues and what is
actually billed based on information provided by

M ssouri-Anmerican Water in the section begi nning on

page 13, continuing on to page 147
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MR KILE: Your Honor, at this tine I'm

going to interpose an objection. The wtness started
off this line of inquiry with limted famliarity
with Ms. Mantle's testinony. He doesn't even have in
his own copy the pages that are being referenced.

And Ms. Mantle's testinony speaks for itself.

MR, CLIZER May | respond?

JUDGE SEYER:  Yes.

MR CLIZER Sorry. | can actually junp
forward to the question. | was really just |aying
foundation. M question is going to be to ask him
hi s professional opinion on the conclusions drawn on
page 14 of the table based on his experience. | was
admttedly laying a lot of foundation, but | figured
that was an attenpt to avoid junping the gun.

MR. KILE: And, your Honor, if that's the
end point of his questioning, ny objection would be
exactly the sanme. This witness has al ready said he
has limted knowl edge of Ms. Mantle's testinony.

Ms. Mantle's testinony speaks for itself.

MR. CLIZER  Again, |I'masking his
opinion on the information provided. He doesn't have
to have famliarity with it. He just needs to know
what his opinionis. And I'Il -- 1"l just ask the

question, nmake sure it's very clear.
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BY MR CLI ZER

Q On the last colum of the table on page 14

It gives the percent difference. M question is, and
we'll wait for the objection, do you believe that
that volatility or what the difference shown there
denonstrates a level of volatility that woul d
necessitate a rate stabilization nechanisn? O
revenue stabilization nechanism That is the
guestion | was going to pose leading up to --

MR KILE: Restate ny objection.

JUDGE SEYER: |I'Il overrule the
obj ection. You can answer that question.

THE WTNESS: There was a | ot being said.
| can't quite renenber the question.
BY MR CLI ZER

Q |"'mgoing to try and say it again

correctly. Sonebody tell nme if | get this wong. On
the tabl e on page 14 which shows the revenue
di fferences, the last colum on the far right is the
percent difference. Do you believe in your
pr of essi onal opinion that the percent difference in
that colum shows a | evel of variation that would

necessitate a revenue stabilization nmechani snf?

A | do not.
Q Thank you. 1'mgoing to switch gears then
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entirely. |If you would hand that back to Ms. Mantl e.
One of the issues in this case has been
the ability of custonmers to control their spending
and | know that in your testinony you directly
addressed this issue. Do you recall that?
A. Yes.
Q Wul d you agree with ne that the nore

custonmers who conserve or reduce their usage, the

greater the inpact the RSMw || have on custoners in
total ?

A Yes.

Q And, in fact, if all custoners were to

conserve or reduce their usage, effectively the RSM
woul d return those costs back to all custoners?

A. Yes.

Q Al right. One last |line of questioning,
and | apologize, it's going to be alittle bit weird.
Comes fromthe position statenents. Because there
are a couple of itens in here that doesn't get
fl eshed out oh so well. For the purposes of an
RSM -- so I'mgoing to ask these questions and | want
you to assune if the Conm ssion were to grant an RSM

Are you foll owm ng ne?

A Yes.
Q So we're assum ng the Conm ssion grants an
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RSM for the rest of these questions. You would agree

with me that the Conmm ssion should set the authorized
revenues at the anount of revenue for each cl ass
calculated at the -- at -- as the normalized billing
units nmultiplied by the final rates?

A. | don't know that answer.

Q Fair enough. Wuld you agree with ne that
t he Comm ssion should order the RSMrate to be
different for each class and that the revenue target
for each class be authorized revenue for that class?

A | did not exam ne the difference in RSM
for classes.

Q Fair enough. Wuld you agree with ne that
t he Comm ssion should order charges, credits be
cal cul ated at the difference between each cl ass
aut hori zed and billed revenues and divi de that
difference by the expected usage of the class in the
recovery period for establishing the surcharge?

A | did not.

Q | have a feeling |I know where the rest of
these are going. Wuld you agree with ne that the
Commi ssion should order credits be calculated at the
di fference between the -- each class as authorized
and billed revenues -- | think | literally just

repeat ed nysel f.

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 06, 2025

and they basically lay out M ssouri-Anerican's
agree that the revenues include recovery of both
fi xed and variabl e costs?

A. Yes. That revenue i ncl udes bot h.

question | wanted to ask you | touched on with

Page 57
| have no further questions. Thank you.
JUDGE SEYER: Al right. M. Coffnman, do
you have any questions on behalf of Consuners
Counci | ?
MR. COFFMAN:. No questions, thank you.
JUDCE SEYERT M. Opitz, any questions on
behal f of MECG?
MR. OPITZ: No thank you, your Honor.
JUDCGE SEYER: Ms. Plescia, any on behal f
of M EC?
M5. PLESCIA: No questions. Thank you,
your Honor.
JUDGE SEYER Do the conm ssioners have
questions? M. Abbott, |'ve got a question.
QUESTI ONS
BY JUDGE SEYER
Q If you'll refer to page 12 of your direct,

slash, rebuttal testinony, there are two tables there

revenues from 2014 through 2023. Wuld -- woul d you

Q Ckay. And then -- and then the only other
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M. Rea. Assumng there were vacant |abor positions

that were included in the rate case to be filed at a
| ater date but were not -- were not filed between
rate cases, would those savings be passed along to
t he custoners under the RSM?
A | am unsure of that answer, your Honor.
JUDCGE SEYER: Fair enough. Thank you.
All right. M. Kile, is there any recross?

MR, KILE: No recross, your Honor.

JUDGE SEYER: Al right. Any recross
fromany of the other parties? Gay. Any redirect?

M5. ASLIN. No questi ons.

JUDGE SEYER: Al right. M. Abbott, I
bel i eve you're done. Thank you.

THE W TNESS: Thank you.

JUDGE SEYER: Let's take about a
ten-m nute break and go back on the record at
roughly 10:25. Going off the record.

(O f the record.)

JUDGE SEYER Let's go back on the
record. Al right. W are back on the record. And
the next on the hearing schedule is w tness Roger
Colton for the Consuners Council of M ssouri and
M. Colton is appearing today via Wbex. So

M. Colton, I'd like to swear you in if that's all
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right.

MR. COLTON: Yes, sir.
JUDGE SEYER. All right.
(Wtness sworn).
ROGER COLTON,
the w tness, having been first duly sworn,
testified as foll ows:
JUDGE SEYER: Thank you. All right.
M. Cof f man.
MR COFFMAN. M. Colton, can you turn on
your Vi deo?
THE WTNESS: M video is on.
MR, COFFMAN. W don't see you. |I'mjust
going to proceed if that's okay, your Honor.
DI RECT EXAM NATI ON
BY MR COFFNMAN:

Q So woul d you state your nane and who
you -- who you work for, M. Colton?

A Yes. M nane is Roger D. as in dog
Colton, G o-I-t-o-n. | own the firmFisher, Sheehan,
S-h-e-e-h-a-n, and Col ton.

Q And are you the sanme Roger Colton that
caused to be filed direct testinony in this Mssouri -
Anerican rate case on Decenber 20th, 20247
M. Colton?

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 06, 2025

A. | am
Q Ch, you answered. Gkay. And in that
testinmony you address issues including the UAT,

Uni versal Affordability Tariff, but also the Revenue

to address the Revenue Stabilization Mechanism If
ask you the questions in your testinony today, would
your answers be the sane as they were when they were
filed on Decenber 20t h?

A Yes, they woul d be.

MR. COFFMAN: Okay. This testinony
has been | abel ed as Exhibit 450, that's 450, and so
| would offer this exhibit into the record,

Exhi bit 450, and offer M. Colton for
Cross-exam nati on.

JUDGE SEYER: Al right. Are there any
objections to the adm ssion of Exhibit 450? Hearing
none, 450 is adm tted.

(Consuners Council of M ssouri Exhibit
450 was admtted and nmade a part of this record.)

MR. COFFMAN: | offer M. Colton for
cross-examnation. | don't know what the order is.
Here it is.

JUDGE SEYER: It's Cty of Riverside and
then the Gty of St. Joseph.

Page 60

Stabilization Mechanism And you're on the stand now
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MR. BEDNAR No questions, your Honor.

JUDGE SEYER: Liberty? MECG?

MR OPITZ: No questions, your Honor.

JUDGE SEYER: M EC?

M5. PLESCI A: No questions, thank you.

JUDGE SEYER  Public Water Supply
Districts?

MR, FI SCHER: No, thank you.

JUDGE SEYER: Al right. Then OPC?

MR. CLIZER  No questions, thank you.

JUDGE SEYER  Staff?

M5. ASLIN. No questi ons.

JUDGE SEYER  And t he Conpany?

MR. KILE: No questions, your Honor.

JUDCGE SEYER:. Ckay. Are there any
questions fromthe comm ssioners? Ckay.

MR. COFFMAN: M. Colton | suppose w ||
be up later on the Universal Affordability Tariff.
That's the only other issue he has.

JUDCGE SEYER. Ckay. Then at this tine,
M. Colton, you're excused.

THE W TNESS: Thank you, your Honor.

JUDGE SEYER: And then hearing schedule |
see Jessica York is next up for both MECG and M EC.
Am | phrasing that correctly, w tness for both?
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MR, OPITZ: That's right, your Honor. |

guess an adm nistrative question. Do you have a
preference on how we offer this wtness between MECG
and M EC? She does have separate pieces of testinony
for each of us, understanding that the testinony on
this particular issue is the sane.

JUDGE SEYER: If the testinony's the sane

on this issue, let's just -- |I'll give Ms. Plescia an
opportunity to ask direct test -- or ask questions on
direct and then we'll open it up to cross for all the

parties, so.

M5. PLESCI A: Excuse ne, your Honor. The
testinony of Jessica York is not yet in the record.
s that correct? Not yet admtted? So is it okay
then with your Honor if | go ahead and ask her the
guestions to get her witten and direct testinony and
her cross-rebuttal admtted?

JUDGE SEYER  Yes, that's fine. | don't
know t hat you're on the m crophone though.

MR, OPITZ: Diana, you want to cone to
this table here?

M5. PLESCIA: That's fine.

JUDGE SEYER: Al right. In the
nmeantine, Ms. York, would you raise your right hand

pl ease.
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(Wtness sworn).

JESSI CA YORK,
the witness, having been first duly sworn,
testified as foll ows:
JUDCGE SEYER:. Al right. Thank you. You
can have a seat.
DI RECT EXAM NATI ON
BY Ms. PLESC A:

Q Good norning, M. York
A Good nor ni ng.
Q Good norning, Ms. York. Please state your

name and busi ness address pl ease.

A My nane is Jessica A York. | work at
Brubaker & Associates. The address is 16690 Sw ngl ey
Ri dge Road in Chesterfield, Mssouri 63017.

Q And are you the sanme Jessica York that
caused to be filed in this case direct/rebuttal and
cross-rebuttal /surrebuttal testinony?

A Yes.

Q If | were to ask you the questions
contained in that testinony, would your answers today
be the sane?

A They woul d be the sane. | do have one
correction to nmake though.

Q Pl ease expl ain
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Q
answer s

A

docunent

Q

A

Qobvi ously that should be 2025.

Wth that correction then would your
ot herwi se be the sane?

Yes.

Page 64
A. On the cross-rebuttal/surrebuttal ny only
correction is to correct the date, the filing date on
the cover sheet. It refers to January 10th, 2024.

M5. PLESCIA: And then | would Ii1 ke to at

this time ask that the testinony of Ms. York as

Exhi bits M EC 400 and 401 be entered into the record.

JUDGE SEYER: Al right. 400 being which

testi nony?

MS. PLESCIA: That would be MEC s direct

testi nony 400. And then the

cross-rebuttal /surrebuttal would be 401.

JUDGE SEYER: Al right. Thank you.

there any objections to the adm ssion of those

Are

s? Hearing none, 400 and 401 are adm tted.

(M EC Exhibits 400 and 401 were admtted

and made a part of this record.)

DI RECT EXAM NATI ON

BY VR OPI TZ:

Ms. York, you al so sponsored testinony on

behal f of MECG s that correct?

That's correct.
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Q And do you have any corrections to eitheFr)agees5
of those pieces of testinony this norning?

A Yes. The date on the cover sheet of the
cross-rebuttal /surrebuttal needs to be updated to
reflect 2025 instead of 2024. That's the only
correction.

Q If | were to ask you the questions posed

in your testinony for MECG would your answers be the
sanme?
A They woul d.

MR, OPI TZ: Your Honor, | guess at this
time | would offer MECG Exhibit 501 which is the
cross-rebuttal /surrebuttal testinony of Jessica York
for MECG And | would also offer MECG Exhi bit 500
which is the direct/rebuttal testinony of Jessica
York on behalf of MECG and that has a confidenti al
and a public version.

JUDGE SEYER: All right. Are there any
obj ections to those two exhibits comng into
evi dence? Hearing none, then Exhibit 500 and both
public and confidential and 501 are admtted into
evi dence.

(MECG Exhibits 500 and 501 were admtted
and made a part of this record.)

MR OPITZ: And at this tine | tender the
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W tness for cross-exam nati on.
JUDGE SEYER: Al right. |Is there any
cross on behal f of Consuners Council ?
MR. COFFMAN. No questions of M. York,
t hank you.
JUDGE SEYER: Al right. Any of the
ot her Intervenors?
MR. BEDNAR: None from Ri verside, your
Honor .
JUDGE SEYER: Al right. Public Counsel ?
MR. CLIZER No questions at this tine,
t hank you.
JUDGE SEYER  Staff of the Comm ssion?
M5. ASLIN. No questions.
JUDGE SEYER: And the Conpany?
MR, KILE: No questions, your Honor.
JUDGE SEYER: Are there any questions
fromthe conm ssioners? Are there any questions from
the comm ssioners for Ms. Jessica York? Al right.
Hearing none, | do have a question |I'd |like to ask.
QUESTI ONS
BY JUDGE SEYER
Q Just conceptually given that the RSMis
intended to be a rate stabilization nmechanism how do

you respond to the fact that fixed costs have been
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excluded fromthat cal cul ati on?

A My understanding of the RSMwas that it
was going to be, you know, allow ng the Conpany to
recover its authorized revenue requirenent in this
case whi ch would include both fixed and vari abl e
costs. And | guess ny suggestion woul d be that
there's other ways to deal with that issue besides
the RSM And if you increase recovery of fixed costs
t hrough fixed charges for exanple, that m ght negate
the need for this RSMthat the Conpany clains that it
needs.

Q Al right. So what would be -- what would

be the inpact of excluding the fixed costs?

A | guess I'mnot sure |'mfollowng the
question. | nean, if the total revenues are being
conpared to what -- like billed revenues being

conpared to what's authorized in this rate case, then
that would -- | nean, that includes the entire
revenue requirenent. |If you -- are you saying that
you woul d not reconcile the fixed costs portion of
t he revenue requirenent?

Q Well, | guess the reason I'masking is
because | know fixed costs, even though they're fixed
costs, can fluctuate throughout a year or any given

time period. So if that's not included in the RSM
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j ust was wanting your opinion on how that woul d

I npact the RSM

A | guess I'mnot sure at this point.
woul d have to take a | ook at that.

JUDCGE SEYER That's fine. Al right. Is
there any recross on the Intervenors? O by the
| nt er venors.

MR. BEDNAR: No, none, your Honor.

JUDGE SEYER: Ckay. And then M. dizer
for Public Counsel ?

MR CLIZER  Yes.

RECROSS- EXAM NATI ON

BY MR CLI ZER

Q |"mgoing to nake an attenpt here to try
and clean up a little bit of that confusion that |
t hi nk was occurring between you and the judge.

A Ckay.

Q So the -- the RSMis going to be
reconciling the authorized revenue requirenent with
the actual billed revenue of the Conpany. Correct?

A That's ny under st andi ng.

Q And the authorized revenue requirenent

I ncludes all cost conponents for the Conpany.

Correct?
A. Yes.
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Q Now, | think that the confusion is arising

because the Conpany is also requesting to include
conponents of the production cost tracker in the RSM
Do you recall that?

A Yes.

Q So now let's -- | know that we're going to
touch on that issue a little bit later, but we have
to tal k about the interplay between these two things.
So make sure we're on the sane page. The production
cost tracker is attenpting to track changes in
certain what we mght call fixed costs between rate
cases. |Is that accurate?

A The production cost tracker | believe was
going to be tracking variable costs |ike chem cal s,
fuel and power, purchase water, and that type of
t hi ng.

Q kay. So if that's the case then -- so
i ke an exanple of a fixed cost to make sure we're on

the sane page, that would be |ike admnistrative in

general. |Is that what we're tal king about?
A | mean, that would be largely fixed |
suppose, but, | nean, the RSM woul d al so be incl udi ng

the return | guess on investnent. Like the

investnent is a fixed -- fixed thing. And, | nean,
the return -- like, RSM guarantees a profit, you
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know, |ike you were saying earlier.

Q Ckay. So the sinple version here is fixed
costs are included in the RSM because you are
tracking the entire --

A Yes.

Q -- revenue anounts?

And again, | apologize. For the sake of
the court reporter I'mgoing to ask that question
again and wait for you to give the answer afterwards
so there's no confusion.

The fixed costs are included in the RSM
because it includes the entire revenue anount?

A Correct.

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

JUDGE SEYER: Any recross by Staff?

M5. ASLIN.  No questions.

JUDGE SEYER: And by the Conpany?

MR. KILE: No questions, your Honor.

JUDGE SEYER Al right. Any redirect?

MR, OPITZ: No redirect from MECG

M5. PLESCIA: Redirect from M EC

JUDGE SEYER: Al right. Again, 'l
just ask you again to find a m crophone, that woul d

hel p.
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REDI RECT EXAM NATI ON
BY Ms. PLESC A:

Q Ms. York, based on the questions that you
received fromthe judge and fromM. dizer, could
you explain in general the problens that you see with
t hi s mechani sn?

A In general the RSM it would be allow ng
the utility to |l ook at one conponent, |ike | ook at
its total revenue requirenent w thout considering --
or to collect its total revenue requirenent if
approved in this case w thout considering whet her
there are changes in other conponents of the cost of
service that mght still allowit to earnits
aut horized return. And so it's -- | nean, | think
|'ve explained in ny testinony that it engages in
singl e-issue ratenmaki ng, you know. And it wll be
expose custoners to bill increases w thout
consi derations of changes of other elenents of its
cost of service. And that's the main issue.

Q And following up on that, do you believe
that the existence of the Conm ssion's |egal
authority to enact such a nechani smor adopt one in
this case nmeans that it should do so or that it needs
to do so or do you believe that the comm ssioners

shoul d take a different approach?
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MR KILE: Your Honor, |'Il object. That

guestion exceeds the scope of any cross or Bench
guestions of her.

M5. PLESCIA: |'msorry, your Honor. |
believe it's a question of how the nmechani sm works
and necessity for it being a single-issue ratenmaking
mechani sm that even though it's in the statute,
there are reasons why the Conmm ssion m ght want to
adopt it, sonme of which Ms. York has expl ai ned. But
| think the questions pertain to that.

JUDGE SEYER: |I'Il sustain the objection.
Al right. Anything further? Al right. Thank you.
And | believe the next witness is Lena Mantl e.

Ms. Mantle, would you raise right hand please. Thank
you.

(Wtness sworn).

LENA MANTLE,
the wi tness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER  Thank you. M. di zer.

DI RECT EXAM NATI ON
BY MR CLI ZER
Q Good norning, Ms. Mantle. Can you pl ease
state and spell your nane for the record.

A My nane is Lena, L-e-n-a, Mantle,
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Ma-n-t-I-e.

Q By whom are you enpl oyed and i n what
capacity?

A. | "' m enpl oyed by the office of the Public

Counsel as senior anal yst.

Q And did you prepare or cause to be
prepared testinony which has been premarked
No. 304, 305, 306 and 307 which is respectively the
direct/rebuttal, class cost of service
direct/rebuttal, cross-rebuttal, and suppl enent al
testinony of Lena Mantl e?

A. Yes.

Q Do you have any corrections to nmake at
this tine?

A. No, | do not.

Q If | were to ask you the sane questions
posed in your testinony, would your answers today be
the sane or substantially simlar?

A Yes.

Q And are the answers true and correct to
the best of your know edge and belief?

A. Yes.

MR, CLIZER Al right. | would nove for
the adm ssion of Exhibits 304, the direct/rebuttal

testinony of Lena Mantle; 305, the class cost of
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service direct/rebuttal testinony of Lena M

Mant |l e; 306, the cross-rebuttal testinony of Lena M
Mant | e; and 307, the supplenental testinony of
W tness Lena M Mantl e.

JUDCGE SEYER: Are there any objections to
t he adm ssion of Exhibits 304, 305, 306, and 3077
Al right. Hearing none, 304, 305, 306, and 307 are
adm tt ed.

(OPC Exhi bits 304, 305, 306, and 307 were
admtted and nade a part of this record.)

MR CLIZER | tender the wtness for
Cross-exam nati on.

JUDGE SEYER. Al right. M. Coffman,
any cross?

MR. COFFMAN: Yes, a couple of clarifying
guesti ons.

CROSS- EXAM NATI ON

BY MR COFFMAN:

Q Good norning, Ms. Mantle.
A Good nor ni ng.
Q | wanted to ask you sone questions about

what if the RSMis adopted by the Comm ssion. And |
know | i ke OPC and Staff, we've been, you know,
poi nting out the downsides to the RSM but there are

a variety of sub issues in this issue about if it is
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adopted, howto doit. |Is that right?
A. Yes.
Q And OPC has taken sone positions in their

position statenents about howto do that. And I

think -- and those are in |ike snmall Roman nuneral
one, two, three, four the -- on the second subpart,
the idea -- the questionis if it is -- if an RSM

mechani smis adopted, how would you treat the
custoner cl asses basically. And would you expl ain
what your recommendation would be as to how the
custoner classes would be treated differently or not?

A. Each class should have its own RSM rate.
This woul d prevent residential bills from going up
quite a bit if a large custoner left the system As
proposed they're all rolled together so the | oss of
these big custoners inpacts every other customer on
the rate which would be residential, commercial, and
OPA, other public authorities.

Q And what is your understanding of the
Conpany's RSM proposal? Is it -- is it clear that
custoner classes would be treated separately under
their proposal ?

A It's clear that they would not. They
woul d all be rolled together and an OPA cust oner

woul d be treated the sane way as a retired w dow
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living in a 1200-square foot house.

Q And woul dn't that work to the di sadvant age
of the residential class primarily, doing as the
Conpany' s proposed?

A. It would if a |large custoner left. It
woul d actually be detrinmental to the OPA custoners if
credits were given back to the custoners by the -- in
the manner that the Conpany has proposed. In that
case that would be a detrinent to --

Q And that's the -- that's the third
sub issue, isn't is, the calculation of surcharge
credits and surcharges?

A Yes.

Q O credits. And am | understandi ng your
recommendation that essentially, as with the other
sub issue, it should go back based on a cl ass-based

cal cul ati on?

A. That's not ny conpl ete recommendati on for
t hat one.
Q Wel |, could you explain your conplete

recomendati on?

A The MAWC as proposed wants to take -- if
revenues cone in greater than the authorized
revenues, the proposal is to take that anmnount and to

divide it by custoner nunber and give every custoner,
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whether it's the wwdow living in a 1200-square foot

house or the other public authority custoner, the
very sane anount. Regardless of who overpaid the
nost, they would all get the sane anount and it woul d
be done in a |lunp sum
Qur -- | would propose if this is

approved, that the credits be cal cul ated the sane way
that a charge would be. Which would be the sum of
the anmount to be returned divided by the forecasted
usage so that custoners could get credits based on
their size and their usage, not the fact -- not
treati ng each custonmer the sane. Treating themthe
sane as their usage, it's based on their usage and
not the fact that they are a custoner.

Q Ckay. And is your recommendation if an
RSM wer e approved over your objection, is that
accurately described on page 20 of OPC s position

st at enent s?

A. | don't have it in front of ne.
Q Could I showit to you?
A. Yes.

MR, COFFMAN: Perm ssion to approach?
JUDGE SEYER: Yes, granted.
BY MR COFFMAN:

Q | wasn't sure that was in your actual
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testinmony, so | just want to nake sure that that is

your testinony as to howit would be done if it were
to be done.

A. VWhat is on page 20 is -- would be our
position. And no, it is not in our testinony,
witten testinony.

Q Ckay. Just one nore question about how
you woul d understand that an RSM nechani sm woul d
work. It would not only fluctuate wth weat her

changes, but pretty nuch any change in revenues.

Correct?
A. That's correct.
Q And so that neans that rates for custoners

m ght change, as you nentioned, if a |arge custoner
|l eft the system Right?

A Rates for all custoners in those classes
t hen woul d change because an other public authority

customer |left.

Q And if you did it the way the Conpany said
it, then all custoners would face an increase. |If
you did it the way you were recomending, it -- the
I npact would stay within the custoner class. |s that
right?

A That is correct.

Q But the RSM as the Conpany's proposed it

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 06, 2025

) ) Page 79
woul d al so raise everyone's rates if say there was a

downturn in the econony. Right?

A As | ong as usage or revenues went down,
yes.

Q Sure. Assune that -- and that woul d be
assumng -- |'massumng there that usage went down

as a result of the econom c downturn.

A Then yes, all custoners' rates would go
up.

Q And doesn't that seemlike a real double
whanmmy on consuners who woul d al so be probably
suffering other economc inpacts at that tine?

A Yes. That's the risk that is being pushed
on to custoners if the Conm ssion were to approve an
RSM

MR. COFFMAN: That's all | have. Thank
you.

JUDGE SEYER: Al right. [Is there any
cross on behal f of MECG?

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

JUDGE SEYER: And any on behal f of M EC?

M5. PLESCI A:  No questions, your Honor,
t hank you.

JUDCGE SEYER: Any on behalf of any of the

other Intervenors? Al right. Staff?
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M5. ASLIN.  No questions, thank you.
JUDGE SEYER: And on behalf of M ssouri -

Aneri can?
MR, KILE: Can | have just a second, your
Honor? Your Honor, | do have one.
JUDCGE SEYER: Go ahead, M. Kile.
CRCSS- EXAM NATI ON
BY MR KILE:
Q Ms. Mantle, have you had an opportunity to

review M. Rea's rebuttal/surrebuttal/sur-surrebuttal
testi nony?

A. Yes.

Q And on this issue about the different
treatnment of shortfalls and excesses, were you aware
that he agreed that that was a valid point and that
the Conpany was wlling to consider your proposal in
t hat regard?

A. Yes. That is the way | read his
t esti nony.

MR, KILE: No further questions, your
Honor .
JUDGE SEYER: Al right. Are there
guestions fromthe comm ssioners?
CHAI R HAHN:  Yes, Judge.
QUESTI ONS
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BY CHAI R HAHN:

Q Ms. Mantle, we've spent a good anount of
time on your direct/rebuttal table on page 14 with --
on revenue variances, but that goes from 2017
to 2021. CGoing through a little bit further, let's
just say 2020 -- was the data just not -- or was the
i nformati on not avail able, or do you -- would you
anticipate that it would change at all if the data

were nore current?

A In the last rate case M ssouri-Anerican
Wat er Conpany's wi tness provided the data that's in
nmy testinony attached to one of their testinonies and
that's what | used here. | too was concerned what
happened since 2021, so | sent a data request asking
for that information. That woul d have been data
request -- I'mlooking for ny -- 8015. And the
Conpany was able to give ne actual revenue by RSM
custonmer cl ass, but they said that authorized
revenues by custoner class are not avail able as final
rate revenues was not prepared by custoner class in
previ ous rate cases.

So | read that to say that they don't have

t hat dat a.
CHAIR HAHN: Ckay. Thank you.
JUDGE SEYER: Any ot her conmm ssioner
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guestions?

COW SSI ONER M TCHELL: Yes, if | may,
your Honor.

JUDGE SEYER: Go ahead, Comm ssioner
Mtchell.

QUESTI ONS
BY COWM SSI ONER M TCHELL.:
Q So your analysis of the Conpany's history

and being able to recognize their authorized revenues
over the tine period that you have data for and |

guess also their total return, could you recount what

you -- what you found or concluded in that -- in that
anal ysi s?

A As --

Q As to their ability to recover and what

t he vari ance between the actual and authorized?

A As shown in table 1 there, the -- in 2018,
there was 4.47 percent they were below their --
actually the billed revenue was above the rate case
revenue by 4.47 percent. And then in the other
direction, the -- was then in 2019, the next year,
where rev -- billed revenues cane in below rate case
revenues by al nost 2 percent.

And | know that's a | ot of noney, but it's

not a big percentage sw ng especially when you | ook
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over at the total of these five -- five years. Over
the five years M ssouri-Anerican Water Conpany's
actually recovered alnost $8 mllion nore than their

rate case revenues. So it's -- it can sw ng, but
it's not what | would consider wld swings. Mich

bi gger than ny salary, but as for a conpany the size
of M ssouri-Anmerican Water Conpany. And then it does
seemto be over a longer term Five years is |onger
than a year, but not real long term It seens to be
pretty well even.

Q Wul d you characterize those variations as
being instable? 1s there sone evidence in the data
that the revenues for the Conpany are not stable at
this point and haven't been stable over tine?

A | saw no evidence of that, although | do

know further back in 2014, 2015, those tine periods,

there was -- when | | ooked at billing data, the
actual nonthly billing data, there seens to be sone
billing errors and sone billing problens. And that's

one of the reasons too to | ook just at the nost
recent few years to try to nake this determ nati on.
| would have liked to have had 2022, 2023, and 2024

nunbers, but this is what | had to work wth.

So no, | would not see wild swings. |
wll -- you know, COVID was 2020, 2021 of this data
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that | have, and you don't see even big swings in

those years. So it was pretty well right on the
nmoney with the rate case revenues. So circunstances
that a person m ght think would swi ng the revenues
wildly did not, or at | east for these custoner
classes. D d | answer your question?

Q You did. And | have one other question as
well. And this is -- I'"'mjust trying to make sure |
understand what is | guess baked into the authorized
revenue requirenent. Does that include the Conpany's
returns as well as costs?

A. Yeah. Yes. There's sone confusion on
revenue requirenent can nean two different things.
The auditing staff often uses it as the difference
bet ween what current rates recover and what the --
their anal ysis shows the Conpany should get, so nore
or less the change. But in this case, if you were
calling revenue requirenent the anmount of revenue
necessary to recover all costs and provide a return,
then it -- these nunbers show that they not only
covered that, but in nost years earned nore than that
amount, collected nore revenue than that anount.

Q And just again trying to nmake sure |
under stand what we're tal king about is if we approved

an RSM as contenpl ated here, would -- would the
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Comm ssion be effectively guaranteeing recovery of

both cost and guaranteeing the recovery of the return
as well?
A. You' d be guaranteeing that as it was set
in this rate case.
COW SSI ONER M TCHELL: Gkay. Thank you
very much. That hel ps ne understand.
JUDGE SEYER: Ms. Mantle, | have a few

questions of ny own.

QUESTI ONS
BY JUDGE SEYER
Q | don't recall seeing this in your
prefiled testinony, but -- but do you -- is it
your -- is it your opinion that fixed costs should be

i ncluded in this RSW?

A RSM as in the statute, so RSM w t hout
production costs only | ooks at revenues. And in --
as the revenue requirenents set in the rate case
covers fixed cost, then yes, this would -- this would
guarantee the custoner -- or the Conpany the recovery

of the fixed costs as set in the rate case.

Q So it doesn't need to be in the RSM?

A Fi xed costs?

Q Ri ght .

A Again, it's revenue, and you're talking

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 06, 2025

Page 86
cost.
Q kay.
A | f you took the fixed costs out, then
you' ve got a different authorized revenue.
Q Okay. Should water |osses be a factor in
t his RSM?
A. They are included in the cost to serve the

revenue requirenment. So, therefore, they are
i ncl uded because this is the revenue requirenent that
covers cost of |osses. Watever is included in
determ ni ng revenue requirenent would be recovered.
Q | f there are savings due to vacant | abor
positions, should those be passed along to custoners
under the RSM?
A. They woul d be, and OPC is okay with it.
That's positive regulatory lag for the Conpany.
JUDGE SEYER: Okay. Those are ny only
guestions. Any recross by Consuners Council ?
MR COFFMAN:  Yes.
RECROSS- EXAM NATI ON
BY MR COFFNMAN:
Q | -- I"'mtrying to understand the answer
that you just gave about | osses. As the Conpany has
proposed the RSM and if there was a drop in revenue,

the RSM woul d increase the utility's rates so that
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t hey were made, you know, just up to their

expectation. And if in that scenario there were al so

vacant positions that you -- that the Conpany wasn't
payi ng expenses, would that be calculated -- would
that be offset at all in the -- under this proposal

t hat the Conpany has nmade?

A. No. That would not be offset at all.

Q And so you -- that is a problemwth the
mechani sm correct, that it actually would sort of
piece -- it would change the revenues but it would
actually give the Conpany this total revenue
requi renent that they aren't currently up to in their
actual operations. Right?

A. Yes. As Ms. York opined, that it is a
single-issue ratemaking, and in this case a single
issue's a really big one, revenue.

MR COFFMAN: | just wanted to ask that
because | wasn't clear you were -- | thought naybe
you were tal king past the judge on whether or not
that was, you know, with the current state or with

t he proposal. Thank you for clarifying it. That's

all | have.
JUDGE SEYER: Any recross on behalf of
VECG?
MR, OPITZ: No, thank you, your Honor.
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JUDGE SEYER. M EC?
M5. PLESCI A: No questions, thank you.
JUDGE SEYER: Any other Intervenors?
MR. BEDNAR:  No, your Honor.
JUDGE SEYER Al right. Staff?
M5. ASLIN.  No questions, thank you.
JUDGE SEYER Al right. M. Kile?
MR, KILE: No questions, your Honor.
JUDCGE SEYER: Ckay. Any redirect?
MR, CLIZER  Hopefully briefly.

REDI RECT EXAM NATI ON

BY MR CLI ZER

Q | want to make absolutely sure that the
conversation you had with the judge is very clear
here. So to the extent that fixed costs are al ready
i ncluded in the revenue requirenent, they would al so
be included in the RSM?

A. That is correct.

Q Okay. So fixed costs are not excl uded
fromthe RSMif they are included in the revenue
requi renent set by the Comm ssion in this case?

A If there is no production tax credit -- or

tracker included, but yes, absent that, you are

correct.
Q And it is normally the case that the
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Comm ssion would include fixed costs in setting the

revenue requirenent for a utility as part of a
general rate case?

A. The nornalized anount, yes.

Q Ckay. And then again just to nmake sure
that it was clear on the other point that M. Coffnan
asked you about. When you were describing the pause
of regulatory lag, that would be occurring in
situations wthout the RSM?

A Even with the RSM the RSM covered --
would -- they would collect -- the RSMrate woul d not
change if there was enpty positions.

MR, CLIZER Ckay. The RSM rate woul d not
change if there was enpty position. Al right. |
believe that's the last of ny redirect questions,
Judge. However, | have two things. M. Muntle
nmenti oned a DR response that she kind of read into
the record. | would prefer for that kind of thing to
actually be in the record physically, but | don't
have copies of it. Wat | would ask is to mark an
OPC Exhi bit 318 which would be the DR response she
referred to and offer it, but have you stay the
pending on the ruling until I'"mable to distribute
copies to everybody so they've had a chance to see

it.
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JUDGE SEYER Al right. And that DR
nunber agai n?

THE W TNESS: 8015.

JUDGE SEYER: All right. So you're
offering it?

MR CLIZER: | will offer it; however, |

acknow edge | do not have the requisite copy as | did

not know it was going to cone up so |l wll nyself ask

you to stay pending on -- stay the ruling on that

until |'ve had a chance to distribute to all parties.
JUDGE SEYER: All right. | wll do that.

MR. CLIZER So the second one is very
simlar. M. Mntle was asked a question from
Consuners Council regardi ng page 20 of the OPC
position statenents and whet her those were consi stent
with her recommendations. Again, page 20 is not part
of the record, so solely for the sake of having a
conplete record with regard to what was referenced in
the testinony, | would offer just that page as it
pertains to the question. And again, | would mark it
as Exhibit 319 and offer it but ask you to stay the
ruling until 1've had an opportunity to supply. And
t hey can make objections after |'ve handed it out.

JUDGE SEYER: Agreed. 1'll do that. All
right. M. Mantle, you may step dowmn. And then is
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our next issue CCOS and Rate Design? |Is that still

our schedul e?

MR KILE: Yes.

JUDCGE SEYER:. Ckay. And the Conpany nay
call their first witness on that issue.

MR. FI SCHER: Your Honor, we have openi ng
st at ement s.

JUDGE SEYER: Oh, thank you. Yes. Are

t here opening statenents, first of all on behalf of

t he Conpany?
MR KILE: 1'Il be brief. My it
pl ease -- may it please the Commssion. Nck Kile

agai n on behalf of the Conpany.

On the cost of service side there are
sone issues of debate, |argely between the Conpany
and the larger industrial custoners. And | would
invite you, if you really want to get into the nuts
and bolts of cost of service, MCellan can answer
those questions. But inreality, the rate design in
this case is not particularly drawn fromthose cost
of service differences.

The issue in this case in terns of rate
design is whether we are going to have conti nued
nmovenent towards single-tariff pricing. The Conpany

W shes to continue that novenent by consolidating the
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volunetric rate for G oup Ainto one rate and by

moving the rates for J closer together. Staff wants
to increase all rates in an across-the-board fashion
whi ch actually noves us further away from singl e-
tariff pricing.

Now, all of the argunents that we hear
agai nst the Conpany's proposal are largely argunents
agai nst single-tariff pricing as -- as a concept.
There are -- they're all argunents that you woul d
make if you were opposed in general to single-tariff
pricing. But the reality of it is this conpany has
been progressing to single-tariff pricing for sone
time now Over the last four rate cases, the Conpany
has been noving to single-tariff pricing. |In large
part the Conpany has already reached single-tariff
pri cing.

For instance, all of the non-St. Louis
County custonmers are on the sane rate. All of the
argunents that we hear against single -- against the
Conpany's proposal here could easily be nade agai nst
the existing rate design. |In addition, we have all
of the custoners in St. Louis County on the sane
rate, even though all of St. Louis County is not
i nterconnected. So again, all of the argunents that

we are hearing against the Conpany's proposal could
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just as easily be nmade agai nst the Conpany's existing

rate design.

| would offer that the decision to nove
towards single-tariff pricing has al ready been nade.
That egg cannot be unscranbled. The question is how
far do you continue to nove in this case. W are at
a point where Rate A the difference between the two
rate groups, is 8 percent apart. And it's the
Conpany's proposal that today is the tinme to bridge
that gap and bring those two rates together. The
sanme is not true with Rate J. They are -- they are
further apart in the two rate groups, but they shoul d
nove cl oser together.

And that, in essence, is -- is the
deci si on before you. How nuch nore do we nove
towards single-tariff pricing. And we would urge
that the proposals to nove away fromit are sinply
not well-taken. |'m happy to answer questi ons.

JUDCGE SEYER Are there any questions
fromthe conm ssioners? Al right. Thank you,

M. Kile. Al right. Staff may give their opening.

M5. ASLIN. Good norning. May it please
the Comm ssion. You've likely noticed that Staff
took a different approach in this case by not

devel opi ng a new class cost of service study. This
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is not indicative of how Staff will approach upcom ng
rate cases. It is the result of the specific set of

ci rcunstances present in this case.

There were a variety of factors that
Staff consi dered when naking this decision. Sone of
these factors are internal to this rate case. For
I nstance, the Conpany renewed request for a future
test year, for an RSM for various tracker simlar to
PISAin the electric industry, discrete adjustnents,
the universal affordability tariff, and the overall
| evel of the requested rate increase. Sone of these
factors are external to the rate case. For exanpl e,
the state of the econony, inflationary pressures, and
the inpact of rate increases in other utility
sectors.

Based on these factors, Staff revi ewed
the results of previous studies and outcones and
determ ned that conducting a class cost of service
study in this case was not necessary. Wighing all
of these factors Staff determ ned that the nost
reasonable way to allocate any increase in revenue
requi renment would be to take the sinple approach of
gi ving an equal percentage increase to all tariff
rate classes and structures. In other words, Staff

does not believe that this case should be the case
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for any potential shifts between revenue cl asses.
Al'l custoners should be treated equally.

Consuners are feeling stressed by
I ncreasing costs and with the various add-ons they
see on their utility bill. Any study or result today
that woul d propose to give any particular rate class
a perceived benefit by being allocated a
| oner -t han-syst em average i ncrease whil e anot her
cl ass was receiving a higher-than-system average does
not seemto be in the public interest at this tine.

For these reasons Staff felt that
appl ying an across-the-board percentage increase
woul d result in the nbst just and reasonable rates in
this case. Staff witness Melanie Marek will be
testifying today about Staff's approach to rate
design in this case.

Anot her issue that Staff w Il address
today is normalized residential customer usage.
Staff's nmethod of using a five-year average is the
appropriate nethod as it utilizes actual data to
support nornmalized | evel of usage going forward.
Averagi ng data over five years produces reliable data
and evidence of recent trend and usage. Mny factors
such as nore efficient appliances, conservation,

irrigation can inpact custoner water usage and using
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the nost recent data provides the nost reasonable

determ nation of custoner's usage habits. Staff
W tness Jared Robertson wll be testifying today
about Staff's nmethod of determ ne -- determ ning
normal i zed residential custoner usage.

Thank you and |'m happy to answer any
guestions or direct you to the appropriate Staff
W t ness.

JUDCGE SEYER: Chair Hahn.

QUESTI ONS
BY CHAI R HAHN:

Q How many tinmes in the past has the Staff
not conducted a class cost of service study?

A. | do not have a concrete answer on that.
| believe | amaware of one, but | could get that
answer for you.

Q Sounds good. Do you know if the one that
you're thinking of, was it water or was it a
different utility type?

A. | believe it was a different utility.

Q Ckay. Do you know the rational e behind
not doi ng one then?

A | do not.

CHAIR HAHN: Ckay. Thank you.

JUDGE SEYER: Any ot her questions from
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the comm ssioners? Al right. Thank you, M. Aslin.

M. Coffrman, would you |like to make an openi ng
st at enent ?

MR. COFFMAN: Yes, and I'll be brief.

May it please the Comm ssion. The Consuners Counci l
of M ssouri and AARP have a w tness, Caroline Pal ner,
on class cost of service and rate design. And

Ms. Pal mer has sone criticisnms of the -- of the
utility's class cost of service study, but at the end
of the day we are relatively confortable with the
Staff's recommendati on of equal percentages.

And as to the residential fixed charge,
we are, you know, very concerned. W feel that the
Conpany again has gone way too far. |It's been a
little aggressive in what they would suggest for the
residential fixed charge. W -- we think there is
sone cost justification. W're recomendi ng a one
dol l ar increase to $11, certainly not doubling it
to $21. | think that would clearly disrupt a |ot of
the rel ationshi ps we now have between | ow and
hi gh-usage custoners. | believe that the Staff is
recomrendi ng a $1.43 or .34, | may have got that
wrong, but nore than a dollar. W would also be
confortable with that as an increase, but certainly

not 113 percent increase in that fixed charge.
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That's all | have. Thank you.

JUDGE SEYER: Al right. Are there any
guestions fromthe comm ssioners? Hearing none.
Thank you, M. Coffman.

JUDCGE SEYER:. Al right. Any opening
from counsel for MECG?

MR. BEDNAR  Actually --

JUDGE SEYER: Oh, |'msorry. M. Bednar.

MR. BEDNAR |I'mgoing to talk for a
m nut e.

JUDGE SEYER: City of R verside.

Correct?

MR. BEDNAR Yes. City of Riverside.
Thank you, your Honor. My it please the Conm ssion.
Yes. |1'mJoe Bednar. | represent the Cty of

Ri verside which is a city wwthin the Parkville Wter

District. | have -- | probably represent kind of a
hybrid of everybody in -- in that | have a m xed
position, but I've -- the Gty of R verside since

|"ve represented them since 2006, 2008, has al ways
been in support of single-tariff pricing and that is
froma perspective of the residential property owner.
W -- the mayor of R verside is very
commtted to protecting her residents and the city.

It's a small city, 4,000 people now, it's grow ng.
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But the fact of the matter is as you can | ook out and

see all the attorneys representing all the varied
Interests, the true residential ratepayer sonetines
falls through the crack when we get to just and
reasonable pricing for their rates. And the reason
for that, it can be seen and heard today, our
position is that in single-tariff pricing we not only
believe there should be the sane tariff across the
state, we believe it should be for every class. They
should -- that Rate J should be the sane across the
state. Rate A should be the sane across the state.
Because we're dealing again with a
compdity that's regulated and restricted. There
really isn't conpetition for the Conpany, which is a
benefit to the Conpany and we all support that
policy. But there's also no place else for the
consuner to go. And that's the true -- again, the
true residential consuner, whether it is aretired
couple, retired single individual, a young person
starting out fromcollege with their first house,
their first apartnent dealing with fixed costs and
costs to which they have no control because you have
to have water. You have to drink water. W hope
peopl e bathe. But those are the type of things that,

again, a lack of choice.
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And it becones alnbst in the context of

the way our forefathers have seen for the best
interest of the state and for the residents | believe
and the businesses, that we set up this Public
Service Conmssion. By its very nane reinforces that
idea that we're all here -- you all are here to nake
that sure residents are guarded, businesses are
guarded. So this is not -- and Ri verside has al ways
supported business. W're not attenpting to pit
anybody agai nst anybody.

But starting out wwth again, what is the
price per gallon of water that a user pays. |If the
cost of that production of that unit, that gallon of
water is the sane, why do people have to pay
differently. And if there is a basis, and there may
be, then it should it not start wth the individual
or the famly who doesn't get to recapture their
cost. The residents are the single custoner of MAWC
t hat does not get to recover their costs and may be
suffering froma fixed revenue of their own of which
they don't have anybody to appeal to, whether they're
fixed on Social Security or -- or their wages at
their job. Mny other reasons why the residenti al
user has the nost |imted avenues for relief than any

ot her ratepayer out there.
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So | would submt, Cty of R verside

woul d submt that that should be taken into
consi deration when we're setting rate design. That
the issue of volunetric charges, it's amazing when
you | ook at we have Rate A, Rate J -- Rate B is taken
care of | believe, M. Fisher? And then the others.
And what's interesting about that is wwthin Rate A,
you can kind of see the conplexity of the problemin
that we refer to users within Rate J as both
residential and nonresidential w thout further
definition. And then in other parts of folks'
testinony, they refer to the commercial user. And I
think that gets into, again, part of the issue here
IS those -- there are ratepayers within Rate A that
do get to capture -- recapture their cost.

Now, that will vary, the size of the
busi ness. Could be a truly small business with just
a few enpl oyees or a large one. Could be a golf
course, |'mnot sure.

But those are the issues that | think
bear further evaluation when we finally settle upon a
rate design and then the rate increase that's
assigned so that that is equitable. Again, not
pitting anybody against each other. W're the state

of Mssouri. W shouldn't pit the east versus west.
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|f there's an econom ¢ devel opnent issue, let's

pursue that with the Departnent of Econom c

Devel opnent and see what incentives we can create for
a new business to help themwth their new utility
bills. But to transfer that cost, that incentive to
the residential ratepayer, | don't know that that's
the nost just and reasonabl e approach to take.

And so, you know, there are sone that
woul d even perceive this as -- as really setting up
al nrost a tax on fol ks because it is sonething that
you have to do. Again, it's a rare commodity that we
have no choices. So we woul d pursue a nore equal --
just like gasoline. You get to -- you know,
everybody pays the sane anount for gas no matter how
much you nake, no natter where you live in -- well,
shouldn't say that; Jeff Cty is always 10 cents nore
per gallon than anypl ace el se for whatever reason.
don't know. W could bring that before you all. But
the point there is that | think that we can get
cl oser to the sane volunetric rate and |I'm happy to
have nore di scussion about that. But bottomline is
| think we can do better for residential ratepayers.
The Mayor of Riverside, Kathleen Rose, firmy
believes in that. And the Cty of R verside's been

fighting this now for al nost 20 years.
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But thank you very nmuch for your tine.

|"'m hear to answer any questions that you m ght have.

JUDGE SEYER. All right.

MR. BEDNAR | have no w tnesses.

JUDCGE SEYER Are there any questions
fromthe comm ssioners for M. Bednar? Al right.
Heari ng none. Thank you. Al right. M. Opitz on
behal f of MECG?

MR OPITZ: May it please the Conm ssion,
again, TimQpitz on behalf of MECG | don't know
that | can disagree nore wth the prior opening
statenents. Wen we have a nonopoly here where
peopl e have no choice, the nost equitable way to set
rates i s based on cost of service. |If you are
causing a cost to be incurred, you should be charged
for that cost. And the fact is different classes of
custoners incur different costs and cause different
costs.

There's a few sub issues related to the
cost of service and revenue allocation issue. | want
to address the allocations first. This relates to
the class cost of service study. Now, Staff didn't
do one in this case. The parties who did it in this
case are the Conpany and then MECG and M EC had a
W tness, Ms. York, look at the Conpany's study and
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propose adj ust nent s.

What the Conpany did was to base extra
capacity nethod for cost allocation. Froma
techni cal standpoint, this is an industry standard
and wi dely accepted as reasonable. However, MECG s
Ms. York, her testinony for MECG rel ates to the
all-other district, so the nondistrict, the one in
St. Louis. I'"Il call it district two or O her MO
And she recomends | believe four changes.

First, public fire protection class
shoul d receive an allocation for the source of supply
and water treatnent costs. Now, the reason is
because the Conpany confirmed that potable water is
used to serve public fire. And because the Conpany
is, in fact, incurring this cost to provide that
service to that class, that cost should be allocated
to that class. Cost of service.

The second adj ustnent she nmakes is to
pur chase power expense. And her testinony is that
shoul d be all ocated on a base and extra capacity
demand rat her than on base usage. The technical way
to do that is using factor three. She can answer
nmore about that, but this has to do with the way that
the utility incurs its electric cost and its purchase

power. Cost of service.
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The third adjustnent she nakes is rel ated

to the Rate J distribution multiplier. For Qher MO
t he Conpany, as | understand, has nmde a correction.
It's a little different fromwhat Jessica has
corrected, and | think this gets down to another

I ssue that's a sub issue here is the Conm ssion
shoul d order the Conpany to do a distribution nain
study so that we can see which distribution lines are
serving the Rate J class or the appropriate cl asses.
W nmay not be able to get that in this case but we
can order the Conpany to do that study which they've
done in the past, and it will get us closer to
advocating for real cost of service to serve
custoners in the next case.

The fourth adjustnent Ms. York nakes is
related to system | oad factors. This is used to
assign costs between the base and extra capacity
functions. She has in her testinony that this shoul d
be all ocated consistent with the custoner class | oad
characteristics indicated by custonmer class peaking
factors that reflect the nethodol ogy i n AWM manual
M 1. M understanding is that that's reasonably been
a net hodol ogy approved for other states that
M ssouri-Anerican offers service to.

Those are the adjustnents she makes to
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the class cost of service study. Each of those gets

t he Conpany closer to cost of service or the
potential to do it in the future for providing
service to custoners in the Oher MO district.

Now, the next sub issue is what is the
appropriate allocation of the revenue requirenent
I ncrease that cones fromthis case. You know, first
of all, | believe that the revenue allocation should
be consistent with the class cost of service study.
So our starting point is to start with the Conpany's
cost of service study as adjusted by the
recommendati ons of Ms. York.

Moving fromthat, we do also take into
account sone inpact of gradualismto say that we
shoul d have this allocation bringing us closer to
what her cost of service study shows, but with the
limtation that no class should receive a greater
than 1.25, the district average.

You know, those are the two nmain points
that | wanted to highlight to you all. |'mhappy to
answer any questions. For the details on how those
adj ust nents should be made or the inpact on the cost
of service, | would direct you to ask Ms. York about
that. And again, for MECG she's offering the

testinony on the Other MO district, her adjustnents
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there. So with that, happy to answer any questi ons.

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

MR. OPITZ: Thank you.

JUDCGE SEYER: Hearing none. Thank you.
Al right. Wuld Counsel for MEC |ike to nmake an
openi ng st atenent ?

M5. PLESCI A:  Yes, your Honor, thank you.
First 1'd like to start by pointing out that the
Conpany in this case, not only on the issue of class
cost in service -- of service in rate design and
consolidated tariff pricing but on other issues has
created a sense of inevitability that what's
happeni ng across the county with its overall
policies, its parent corporation, and the trends that
it would |ike to see should apply to M ssouri. But
M ssouri has its own unique |laws, its own uni que
concerns, and one size doesn't fit all. And there is
no inevitability into the ratenmaking policy. There
IS no sweep that requires the Conm ssion to ever
engage in a bad policy or wwth making a change if
they think it's a good policy.

| think the burden is on the Conpany to
explain why it thinks that single-tariff pricing has

been happeni ng anyway and the Conm ssion should just
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allowit to continue. W strongly disagree on behalf

of the MEC. There are two cost of service studies
in this case, the one presented by the MEC and MECG
which are actually a little different, we have
different sets of clients, but the principles are the
sanme, and the Conpany's.

And | hate to go into technical detail,
it's a technical issue, but the MEC recommends t hat
the Comm ssion first of all reject the Conpany's
proposed revenue spread because it is based on
conti nued novenent to consolidated tariff pricing.
And 1'd like to explain why we think that that's bad
econom ¢ policy, it's bad for businesses, and all
ot her custoners in the state. It is based on an
i ncorrect and flawed cost of service nodel. The
proposal violates all principles of cost causation
which is the cornerstone of just and reasonabl e
rates. The difference between a tax and a rate is
that a rate i s supposed to represent the cost to the
consuner as well as the cost to the conpany in
providing a service to that particular consuner.
Consuners are different. A private business woul d
treat conpanies with different costs to serve
differently as well. This is not neant to be one

size fits all. And the economic distortions that
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result fromthat are obvious when you | ook at the

I npacts on busi nesses or |low inconme. There have to
be countenance of those differences.

Consolidated tariff pricing also erodes
the efficiency of the Conpany's entire system |t
reduces the Conpany's incentive to perform due
diligence before acquiring additional water systens.
It also ignores the econom cs of scale that are
required to service a large, far-flung, and
noni nt erconnected systeminto an
artificially-condensed district. Many of the systens
are not inter -- interconnected with all of the
smaller utilities that M ssouri-Anmerican has acquired
over -- over decades. There is not a fairness when
the UWility was able, with its own capital, to
purchase these synptom and then to inpose these costs
on custoners that have already paid for the systens
over the course of nmany decades. |It's convenient for
t he Conpany, but not for the ratepayers. And this
pricing woul d underm ne any rel ati onshi p between
rates and cost.

Turning to the Conpany's cost of service
study, as nentioned before the Conpany uses the base
extra capacity nmethod which is a broadl y-accepted

met hod of cost allocation. So, but just by using
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this nmethod the Conpany's recogni zi ng cost of
service. But the Conpany study is grossly inaccurate
I n key respects, and these inaccuracies nake the
Conpany's cost of service study unreliable.

And specifically as pointed out in the
testinony of MEC and MECG Wtness York, the Conpany,
nunber one, fails to allocate the source of supply or
wat er treatnent costs to the public fire service
class. It inaccurately allocates purchase power
expenses. It uses an unsupported, quote, unquote,
Rate J distribution multiplier which is novel and has
no basis in evidence. It uses systemload factors to
assign cost to demand factors that do not reflect the
| oad factor -- factors actually shown by the custoner
cl ass peaking factors.

And in her testinony MEC Wtness York
makes the follow ng specific recomendati ons to
correct these serious flaws in the Conpany's study.
She recomrends that 86.39 of depreciation -- percent
of depreciation expense and plant investnent be -- be
changed to size 10 to 16 inches and be assigned to
the distribution cost rather than transm ssion. This
Is consistent wth the classification of mains in the
Conpany's annual reports.

In her testinony M EC Wtness York al so
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makes the follow ng other specific recommendati ons:

She rejects the Conpany's consolidated tariff pricing
proposal and proposes that no class in this case
shoul d receive an increase greater than 1.25 tines
the district average. And even if the Conm ssion
were not to adopt Ms. York's corrections, the
Comm ssion should still ensure that no cl ass receive
an increase of nore than 1.25 tinmes district average.
That avoids rate shock. It allows gradualism

Based on her corrections to Mssouri -
Anmerican's study and her rejection of the Conpany's
consol idated pricing proposal, we -- we believe that
t he Comm ssion should adopt Ms. York's cost of
service study and reject the Conpany's and all ow her
corrections to the Conpany's flawed study.

| would al so note that the Conpany
proposes to shift approximately $8.7 mllion to
St. Louis County water custoners and away from
custoners outside of St. Louis. This would result in
St. Louis County nonresidential and Rate B custoners
payi ng rates that are nore than the Conpany's cost to
serve them The Conpany instead should base rates in
each district on the respective class cost of
servi ce.

Moving to the Conp -- the Comm ssion's
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Staff's position. The Staff did not prepare a water

cl ass cost of service nodel in this case. Staff
Wtness Marek stated that Staff nmade this decision
because, quote, It appears that the Conpany's
submtted case and the Staff's prepared class cost of
service fromthe |last rate case, there was not nuch
difference in the cost allocation.

| would note that the Conpany's |ast cost
of service study was perfornmed in 2022. It would not
be reasonable for the Staff or the Comm ssion to
rely on the Staff's class cost of service nodels from
t he 2022 case for either cost allocation or rate
desi gn because in that case the Staff's nodel for
both districts contained major errors, najor errors,
and unsupported data that was used to devel op fl awed
all ocation factors. As a result, the 2022 study did
not provide an accurate neasure of the cost of
service to the classes. Accordingly, it would be
unr easonabl e to conclude that Staff had sonehow - -
sonehow updated its water nodel, that it could be
consistent with the Conpany's. As Ms. York points
out, there are -- there are errors such that it would
be i npossible to incorporate the principles or
conpare that with the Staff's -- excuse ne -- with

t he Conpany's cost of service study.
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For these reasons we believe that the

Comm ssi on shoul d adopt the approach taken in
Ms. York's testinony and it should eval uate for
fairness of the allocation based on class cost of
service with an understandi ng that gradualismis part
of that. And |I'm happy to answer any questi ons.
JUDCGE SEYER: Do the conm ssioners have
any questions for Ms. Plescia? No questions. Oh,
sorry.
CHAIR HAHN: Sorry, Ms. Pl esci a.
JUDGE SEYER: There is a question.
QUESTI ONS
BY CHAI R HAHN:

Q | want to understand sone of your comments
around the 2022 class cost of service study for this
particul ar conpany that Staff did. You said it had
maj or errors. Just because | wasn't here then, can

you describe that?

A | would have to rely on ny witness for the
technical errors involved. | know that we spent many
days, | was personally involved in the case, and we

spent many days working directly with the staff to
try to get sone of those errors corrected. And |
woul d actually, if possible, defer those questions,

since they're technical, to our wtness Jessica York

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 06, 2025

. . Page 114
if that's okay with you.

CHAI R HAHN:  Sounds great.

M5. PLESCIA: Ckay. Thank you.

CHAI R HAHN:  Thank you.

JUDCGE SEYER. Al right. M. Fischer,
woul d you |li ke to make an opening statenent on behal f
of the Public Water Supply Districts No. 1 and 2 of
Andr ew County?

MR, FI SCHER: Yes, very nuch, your Honor.
Let nme hand out our PowerPoint that ['Il get into in
a mnute. Thanks very nuch. For the record ny nane
is JimFischer and | amrepresenting the Public Water
Supply Districts No. 1 and 2 of Andrew County. |'m
going to shorthand those just to water district if
that's all right.

|' ve been representing various water
districts that take sales-to-resale service fromthis
particul ar conpany for -- for many years and | just
want to -- we would like to discuss the -- sone of
the rate design issues in this case as well as give
you a little bit of history about the issue.

M ssouri - Amreri can, as Counsel for the
Conpany indicated, has currently two districts.
District 1 is the St. Louis area while District 2 is

the rest of the state. M clients, the water
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districts, are in the rest of the state and as their

name suggests, they are in Andrew County which is
just outside of the St. Joseph area. Rate Bis a
single-tariff rate that applies to all water
districts in both the M ssouri-American districts, so
it's -- that -- for that particular one we do have
single-tariff pricing.

As not-for-profit whol esal e custoners the
water districts are really representatives of their
own custoners since any increase in the cost of water
must eventually be passed on to their custoners. The
wat er districts in this case are principally
concerned with the class cost of service studies
I ssues as well as the rate design issues. W're not
taking a position on the other issues in the case,
principally revenue requirenent issues.

In this case as Staff counsel indicated,
Staff comm ssion did not -- or Staff of the
Comm ssion did not conduct a new class cost of
service study since the Staff was confortable with
the results of the cost of service study that they
conpleted in the |last rate case, which was
WR- 2022-0303. And I1'd like to address one question
fromthe Bench about what the problens were in that

| ast cost of service study. There were sone probl ens
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in the Staff's cost of service study when they filed
in their direct case. They corrected those in the
rebuttal case. The principal problemwas that they
forgot to include in their cost of service study
sonething called the mains adjustnent. In their
rebuttal testinony they corrected that and they
produced a cost -- a class cost of service study
which is -- the results which | have included and I'm
going to talk about here in a mnute in ny opening
st at enent .

The Water Districts believe it is
appropriate to broadly utilize the results of that
Staff class cost of service study in this case, to

al l ocate any increase that conmes out of this case.

And, Brian, let's go ahead and -- you've
got that up there. Let's go to the second -- second
slide if you don't mnd. O can | do that? | can do

that. OCkay. Well, those nunbers don't show up very
well. 1'mglad you have it in front of you.

MR, OPITZ: Your Honor, |I'd like to
I nterpose an objection here. This is TimQpitz on
MECG s behalf. This -- | understand this is opening
statenents, but these slides here -- ny first
objection is hearsay. These are out-of-court

statenents offered | suppose for the truth of the
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matter that they're reasonable. They don't appear

anywhere in the testinony in this case. They're --
they're not supported by a witness who wll take the
stand of these figures.

And then the second is relevance. There
are two -- there are two cost of service studies or
anal yses done in this case, neither of which show
these factors or these allocations.

MR FI SCHER: Judge, this is an opening
statenent and this is just for a denonstrative
exhibit at this point. | do though intend to ask the
Staff in cross-exam nation about the results of their
cl ass cost of service study since that's what they
said they relied on in nmaking their reconmendati ons
in this case. So during cross-examnation | wll
present to the witness this sunmary table which shows
what they had relied on in the last rate case to neke
their current recomendation in this case. So it
will be in evidence.

JUDGE SEYER: And correct nme if |'m
wong, M. Fischer, but these schedules were actually
admtted in the previous rate case?

MR. FISCHER: That's -- oh, yes.
Definitely. That was Exhibit 127, it was in the

Staff's testinony and Carry Roth's testinony.
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JUDGE SEYER: Al right. [I'mgoing to

overrul e that objection. You can conti nue.

MR FI SCHER: Ckay. Thank you.

Let's do | ook at the results of that
cl ass cost of service study. For District 2 which is
the first table that | have up there, and that's
where ny -- ny clients are located, the Staff study
shows that assum ng an overall increase in that case
of 17.8 percent in District 2, which is what the EMS
run for the Staff was showng at that tine, that
even though the rates were going up for that district
by 17.8 percent, the cost of service study results
showed that ny clients, the Rate B, should have had a
rate reduction of 21.6 percent. So even though
overall rates were going up 17.8, their overall --
the rate reduction should have been if you follow
the class cost of service study a 17 -- or excuse ne,
a 21.6 percent reduction.

And if we go to the second slide, which
Is the District 1 St. Louis area, that one shows that
if there was a 19.3 percent increase for the district
as a whole, which is -- was based on the Staff's EMS
run at the time, the sales-for-resale class should
have received a 17.7 percent rate reduction based

upon the results of the class cost of service study.
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So under Staff's assunptions, Rate B and

the aggregate for both districts should have received
a $2.2 mllion rate reduction if the Staff's cost of
service study results were used to allocate the
overal |l increase.

Now, if you |ook at the |ast colunmns over
there on both pages, the only negative, only negative
percentage is the sales-for-resale class. So that
shows that with the rate increases that were going
on, the only class that should have received a rate
reduction according to the Staff's class cost of
service study was ny clients, the sales-to-resale
cl ass.

In the 2022 rate case there was a
settl enent which was approved by the Comm ssi on which
took a nodest step toward closing the gap between the
Rate B revenues and the cl asses cost of service
study. Wile sone progress was nade in that |ast
case, the Water Districts believe that the Conmm ssion
shoul d take another step in this case to further
close that gap. |In that case the revenues from
Rate B rates were decreased by approxi mately $755, 000
whi ch was about a 4.5 percent decrease in volunetric
rates, and | think they also increased the neter

charges by about 11 percent.
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Now, as background |I'd like to nention a

little bit of regulatory history related to this
conpany. In the Mssouri-Anerican rate case in the
year 2000, the Conm ssion adopted a major policy
shift to adopt district-specific pricing rather than
continuing wth its previously-announced decision to
go to single-tariff pricing. The single-tariff
pricing approach applies the sane rates to a given
cl ass across the state. But very inportantly it has
the effect of recovering new plant investnent costs
for custoners throughout the Conpany's service area.
And if you have a question about that, please ask ne.
In the 2000 rate case, a new St. Joseph
wat er treatnent plant was being placed in rate base
resulting in a very large increase in the revenue
requi renment for that case. In its Report and Order,
the Comm ssion majority rejected the water district's
recomendation to use single-tariff pricing and
I nstead, using district-specific pricing, put the
entire cost of the St. Joseph treatnent plant in
rates into the St. Joseph area rates resulting in a
very substantial rate increase for custoners in the
St. Joseph area. By a three to two vote the
Commi ssion raised the sales-for-resale class rates,

my client's rates in the St. Joseph area by
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approxi mately 267 percent. 267 percent is what it
resulted in our rates going up in that case.

The di ssenting opinions of Conm ssioners
Murray and Drai ner discussed the ensuing rate shock
associated with these 267 percent rate increases.
Comm ssi oner Diane Drainer | think was rather
prophetic 25 years ago when she noted that the
sal es-for-resal e custoners and other classes in the
St. Joseph area, and |I'lIl just quote what she said,
wi Il receive such a rate shock fromthis case that
their future rates could only be viewed as unjust and
unr easonabl e.

Now, this is the ninth rate case that
we' ve had since that case. Sone were |itigated, sone
were settled, but the sales-for-resale class still is
above its class cost of service according to the
Staff's last cost of service study.

So in conclusion, the Comm ssion shoul d
broadly use the staff's class cost of service study
for the |last rate case to determ ne the appropriate
all ocation and revenue requirenment in this case and
make a neani ngful downward adjustnent in the
proportion of the overall revenue requirenent being
borne by Rate B which is the rate that applies to ny

clients.

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 06, 2025

. Page 122
|'d be happy to answer your questi ons.

Thank you for your attention.

JUDGE SEYER: All right. Are there any
comm ssi oner questions? Hearing none. Thank you,
M. Fischer.

JUDCGE SEYER Al right. M. dizer for
Publ i ¢ Counsel .

MR CLIZER | got two this tine. So
before | get started, let ne just say sonewhere in
the haze of preparing for hearing, | got the
I npression that one of the issues today was com ng up
under a different heading, so | prepared two
di fferent openings thinking they were going to be two
different mni openings. | realized ny m stake.
They're actually under this one unbrella term so I'm
just going to run through both of them back to back
real quick

Here's the good news. | know you were
just thrown a |l ot of stuff on class cost of service
rate design. I'mgoing to be fairly sinple, at |east
on that one issue. |I'mgoing to get alittle bit in
depth on a very, very particular part after that.

So let's just start with rate design and
cl ass cost of service. The OPC has three prinary

points that we're pushing for. First, we're asking
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to naintain two Separate districts for water.

Second, we're asking for a no revenue-neutral shift
across classes. And third, we're asking for no
change to the residential custoner charge. |'m going
to wal k through each one of those with a single
sl i de.

Mai ntai ning the two water districts.
Again, you've already heard a |lot of stuff already
from everybody about why they want to do this. Qur
position, water is local. |It's not |like electricity
where it's built way over there and transported
across. Usually it's all made and brought in at the
sane place. That neans that your individual costs,
right, the cost of the individuals living in that
community are going to be directly tied to the
projects in that comunity. W call that, you know,
cost-causative principle. W want the -- the people
t hat cause the cost be the one theoretically paying
for them So keeping water |ocal maintains that
cost-causative principle.

It also allows for a better understandi ng
of the ratepayer, of how their usage is affecting
them |If you consolidate rates, right, you nute that
price signal. So if you consolidate rates, a person

in St. Louis is going to get charged for sonething
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being built in St. Joe and they're not going to be

really any way to kind of mtigate that. So again,
consolidating rates neets price signals. |t also
potentially allows for overinvestnent because of it.
And I'mnot going to go into detail because | believe
one of the prior speakers already discussed the

St. Joe resource that was kind of put into place that
caused such a big concern about that. |If you have a
further question on that, | do though recommend you
talk to Dr. Marke about it.

So the second one, no revenue-neutral
shifts. Al right. Qur position here is really,
really sinple. This is going to be a big one, right.
Li ke al nost no matter what happens, you're going to
tal k about double-digit rate increases possibly into
the 20, 30 percent range, hopefully not that high,
but, you know, that's a distinct possibility. You
are going to have rate shock. That's just going to
happen because of this rate increase at this stage.
And while a lot of different -- you know, reasonable
m nds can differ under normal circunstances. As of
right nowthis is just not the case to start naking
revenue-neutral shifts. You are going to cause a
whol e | ot worse rate shock than you' re ot herw se

going to get already. And that's ny point there.
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And then finally, residential custoner

charge. Seven years ago MAWC | owered its nonthly
custoner charge from $15 to $10. Since then, the
Conmpany made a bunch of investnents in AM neters.
And part of the prom se of those investnents in the
AM neters was we're going to reduce the fixed costs
that we normally include or bake into the custoner
char ge.

And |l et ne actually back up and j ust
clarify that point really quick. Wen we set rates,
normal ly the costs that we're trying to recover for
the custoner charge are the costs that are going to
be borne or caused by every custoner no matter how
much they use. So, for exanple, a neter reader
has to cone to the house whether you use 50 gallons
or 5,000. So the cost of sending the neter reader is
going to be part of the fixed charge because you have
to -- every custoner's going to incur that cost. But
If you get rid of the neter readers, right, because
we have the AM neters, theoretically we should be
able to |l ower those fixed costs built into the
custoner charge. However, instead of that, we're
I nstead seeing the Conpany asking for nearly 113 --
or no, exactly 113 percent increase in the custoner

charge. This is just unnecessary given the facts in
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front of us. And it also reduces the overall risk to

t he Conpany and noves us further away from
mar ket - based conpetition which I've kind of touched
on earlier today.

So like | said, our three positions very
sinply: Maintain two separate water districts, no
revenue-neutral shift across classes, and no change
to residential custonmer charge. | know | ran through
those pretty quick, but again, | think you guys have
heard quite a lot; | didn't want to take up too nuch
of your tinme on it.

| do, however, strongly encourage you to
ask any questions on any of these topics or anything
el se you' ve al so heard of our wtness on this
particular part of it, Dr. Geoff Marke. The man
knows his way around cl ass cost of service very well
and can ans -- help to answer any of your questions.

Al right. | wll pause there if there's
guestions on that conponent of it because | want to
nove into a slightly nore conplex issue that takes a
little bit nore details here in a second.

MR. KILE: Your Honor, before we begins
the second part of his opening statenents, | shared
the sanme confusion | guess that he did which was we

present ed our opening on Cost of Service and Rate
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Design, and we were assum ng the Residenti al
Nor mal i zati on was under Revenues. | have an opening
on that. | -- and thought that that was where that
topic was going to be covered until we heard the
Staff cover it in their opening.
MR CLIZER |I'malso -- like if we want

to just do Cass of -- it nay be a better idea
honestly to just do Cl ass Cost of Service right now

and then cone back and do this. Because this is a

very specific issue. | don't know if that would work
for other parties. |I'mnore than happy to do it that
way. | don't know, for exanple -- that's a no?

MR, OPITZ: | have no objection.

MR, CLIZER  Ch, you have no objection.
Did anybody el se have an issue with potentially just
run through C ass Cost of Service and then taking up

the Nornmalization Residential Usage afterwards?

MR BEDNAR |I'mfine with it, Gty of
Ri ver si de.

MR CLIZER If that's the case, [|'I|
just wthdraw that opening and I'll conme back
afterwards. It's -- that'll make things --

JUDGE SEYER: Yeah. That seens to be the
consensus.

MR CLIZER Gkay. In that case, again,
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were there any questions on the class cost of service

conponent ?

JUDCGE SEYER: The conm ssioners are
I ndi cating negative. | apologize. M. Holden
[sic], you are online and | skipped over you. Do

you have an opening that you'd like to present on

behal f of Triunph Foods? O are you still on? Al
right. M. Holden, last -- |last opportunity if you'd
li ke to make an opening statenent. Oh, Harden, |'m

sorry. Yes, M. Harden. Al right. Then I'II
assune by his silence that he does not wish to
present an opening statenent. At this tinmne we wll
break for lunch. Al right. W could reconvene
1:15. We'll go off the record.

MR. HARDEN: Your Honor, | apol ogi ze.
was trying to get to the right button on ny conputer.
No, | do not have an openi ng statenents.

JUDGE SEYER And there M. Harden is.

MR. HARDEN: Yes, this is Joshua Harden.

JUDGE SEYER: Al right. Wth that then,
we wll go off the record.

(O f the record.)

JUDGE SEYER: Al right. Let's go back
on the record. And we are on record. M. Aslin, you

nmentioned off the record there's an issue you'd |ike
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to take up.
M5. ASLIN.  Yeah. | have a short list of
gquestions. First, | believe that M. Pringle dealt

with this yesterday but | just wanted to clarify that
Mal achi Bowran wi Il not be appearing tonorrow for
Staff under the issue of Depreciation because his
I ssue has settled in the partial stipulation and
agr eenent .

JUDCGE SEYER: Ckay. | was -- all right.
Maybe | didn't match the issue nunbers and sub --

M5. ASLIN  Ckay.

JUDGE SEYER  -- issue letters.

So there will be no testinony on
depreci ati on?

M5. ASLIN.  Well, there is.

JUDGE SEYER:  Ckay.

M5. ASLIN. But this is just a specific
Wi tness. And the depreciation rates were part of the
first partial stip and agreenent that was filed. And
the only issues that M. Bowran was testifying on
were part of that. So he was inadvertently left on
the witness |ist.

JUDGE SEYER: Ckay. | wunderstand now.

M5. ASLIN. And then next just for

clarification since we are now dealing with -- |
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cannot think of the nanme of the issue now --
Normal i zed Resi dential Custoner Usage as part of
Revenues, Jared Robertson will know not be testifying

under CCOS/ Rate Design. W'IlIl just nove himto |ater
this afternoon.

JUDCGE SEYER:  Ckay.

M5. ASLIN.  Next is Al exis Branson whose
testinmony was admtted yesterday has -- needs to make
a correction to that testinony. And since it has
al ready been offered and admtted, we were -- Staff
was wondering if you have any direction as to how you
woul d | i ke that addressed.

JUDCGE SEYER: Can a correct copy be
filed?

MS. ASLIN  Yes.

JUDGE SEYER: After -- after the parties
get to review.

MS. ASLIN  Yes.

JUDCGE SEYER: Ckay. Let's do it that
way.

M5. ASLIN. And then the last thing is |
have a |list of issues here that | have distributed to
all parties, and | don't believe that |'ve heard back
fromeveryone, but |'ve heard back fromnost. There

are a few issues where parties have agreed to wai ve
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cross on Staff w tnesses because these specific

issues that | can list off for you, the only
difference between Staff and the Conpany is actually
related to discrete adjustnents, and discrete
adjustnments wll be addressed by Staff w tness Kim
Bolin tonorrow norning. These Staff w tnesses can
still be available to testify, but we would just
request that any questions for them be kept general
and any questions about discrete adjustnents be
directed to Ms. Bolin. And if it would be easier, |
could email the list of issues that this affects.

JUDGE SEYER  Yeah. Let's do it that
way.

M5. ASLIN. Ckay. Al right. And that
is all | have.

JUDGE SEYER:  Ckay.

M5. N EMEI ER:  Judge, one question for
the corrections. Casi, will they be red |lined or are
they in like an errata sheet? How extensive are
t hey?

M5. ASLIN.  That | cannot answer right
NOW.

JUDGE SEYER: Al right. M. dizer.

MR, CLIZER Yes. The Ofice of Public
Counsel had previously offered OPC s Exhibits 318
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whi ch was the data request 8015 and response provi ded

by M ssouri-Anmerican Water, OPC s Exhibit 319 which
was page 20 of the OPC s position statenent as
referenced in testinony given today by Ms. Mantl e.
|"d originally offered both of those exhibits. |
woul d now |li ke that they wwll -- you take up the

of fer.

JUDGE SEYER: Ckay. And the parties have
had an opportunity to see those docunents?

MR CLIZER | attenpted to distribute
them but if any party does not, please |let ne know
right now, | have copi es.

MR. KILE: Yes, your Honor. W -- the
Conpany has received them W wll not object to the
data request, although |I would note for the record
that the responsible witness for this data request
response was Charles Rea. The proper protocol, if it
was to cone in, would have been through
cross-exam nation of M. Rea.

We do object to the page fromthe
statenment of position. W were told on
Ccross-exam nation that this position was nowhere
stated in prefiled testinony. That the practice of,
you know, now introducing a witten docunent that

really if they wanted it to be in their case in
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chief, they should have put it in on case in chief

and so on that basis, we object.

JUDGE SEYER:  All right. But this is --
| understand your procedural objection, but |I'm going
to overrule that objection. Are there any other
obj ections? Al right. Exhibits 318 and 319 are
adm tted.

(OPC Exhibits 318 and 319 were admtted
and nmade a part of this record.)

JUDGE SEYER: All right.

MR. OPITZ: Your Honor, | have -- this is
TimQpitz, MECG | have one additional | guess
prelimnary nmatter.

JUDGE SEYER:  Yes.

MR, OPITZ: WMaybe an hour or so ago there
was a stipulation filed. MECGintends to file an
objection to that. | knowit was -- one of those
I ssues was related to one that was supposed to be
heard today. | guess maybe | should inquire of the
parties. |Is there a way that they all had thought to
approach that or if the judge prefers, I'mstill
happy to take up that issue today as well.

MR, CLIZER Can we go off the record for
about five mnutes to confer internally?

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

(O f the record.)

JUDGE SEYER: Let's go back on the
record. Al right. And we are back on the record.
And while off the record one of the things that was
di scussed was the second partial stipulation and
agreenent that includes -- I'msorry -- yes, the
second partial stipulation and agreenent that has to
do with the issue of Universal Affordability Tariff.
The Conpany's witness on that topic, that issue,

M. Rea, is unavail able after today, so the current
plan is to take C ass Cost of Service first and then
there will be opening statenents on Universal
Affordability Tariff. Correct? GOkay. And w tnesses
on that issue.

So wwth that, M ssouri-Anerican call your
first wtness.

MR. KILE: Thank you, your Honor. CQur
first witness is hopefully a short one because he's
got one topic that has not yet been covered, and that
is Jody Carlson. M. Carlson testifies on the
consolidation of the five-eighths and three-quarter
i nch nmeter charge and his testinony's already been
admtted so he is avail able for cross-exam nati on.

(Wtness previously sworn).
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Q
A
Q

of your,

t he w t ness,

JODY CARLSON,

testified as foll ows:

JUDCE SEYER

MS. ASLI N:

JUDGE SEYER
MR, CLI ZER
JUDGE SEYER
VMR, COFFMAN:
JUDGE SEYER

| nt ervenors?

VR, BEDNAR:
JUDCE SEYER

Al

have questions on cross?

Page 135

havi ng been first duly sworn,

right. Staff, do you

No questi ons.

Al l

right. Public Counsel ?

No questi ons.

Consuners Council ?

No questions, your Honor.

Any of the other

City of Riverside does.

Yes,

M.

CRCSS- EXAM NATI ON

BY MR BEDNAR:

Nice to neet you

You as wel |.

Bednar .

Just a coupl e quick questions. On page 44

| think it's your direct testinony, you

state at the bottom of the page,

lines 20 through 21

that there are approxi mately 425,500 custoners who

currently have a five-eights inch water neter.

A Correct.
Q Now, is -- can you tell which one of those
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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IS true residential custoners versus conmmerci al
users?

A Versus what, |'msorry?

Q | think commercial users. Aren't they
also in Rate A to sone extent?

A | don't know that we would have any --
yes. We can determ ne those under the Rate A
comrerci al, yes.

Q Ckay. And how do you go about doing that?
What are the -- you just -- how do you determ ne the
nonresidential? | guess you refer to it in, | think
in other test -- in this testinony, naybe others have

referred to Rate A as having both residential and
nonresi dential users. So | would be focusing on how
do you determ ne the difference between those or can
you? O is that for M. Mdellan?

A | think that woul d probably be better
served to M. MCellan or possibly Brian LaG and.

Q And then in regards to the new neters, the
AM neters?

A. That -- that would be the direction we
woul d go, yes.

Q Ckay. And can you descri be what those
meters do and the process of installing those?

A. Oh the swwtch out it would -- it would
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sinply be changing out the existing neters, putting a

new neter in. There's an antenna that goes with that
that's then a cellular read. And then that -- that
gets conmuni cated back to our database.

Q And within that neter, can you program
that to determ ne whether it's a residential or a

nonr esi denti al custoner?

A | don't believe that neter is progranmmed
t hat way.

Q Could it be programmed that way?

A | don't know the answer to that.

MR. BEDNAR  Ckay. Thanks. No further
guesti ons.

JUDCGE SEYER: Any other cross fromthe
I ntervenors? Al right. Do the conm ssioners have
any questions for M. Carlson? Al right. Hearing
none. M. Carlson, thank you.

THE W TNESS: Thank you.

JUDCGE SEYER: And the Conpany may cal l
their next wtness.

MR KILE: W call M. Mdellan please.

JUDGE SEYER: Sir, would you raise right
hand pl ease w t ness sworn.

(Wtness sworn).

MAX MCCLELLAN,

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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the w tness, having been first duly sworn,

testified as foll ows:
JUDCGE SEYER: Go ahead, M. Kile.
DI RECT EXAM NATI ON
BY MR KILE:

Q Good afternoon. Can you pl ease state your
nanme and spell it for the court reporter please.

A Max W McClellan. Last nane is spelled
Mc-Cl-e-l-1-a-n.

Q By whom are you enpl oyed and i n what
capacity?

A. | "' m enpl oyed by the Anerican Water Works
Servi ce Conpany. | am enployed as a princi pal
regul at ory anal yst.

Q M. Mdellan, for purposes of this
proceedi ng you caused to be prepared in witten
qguesti on-and-answer format your direct testinony?

A. | have.

Q And is that docunent narked for
I dentification purposes as Petitioner's Exhibit
No. 187

A | believe it is.

Q Have you al so caused to be prepared in
witten question-and-answer format your

rebuttal /surrebuttal /sur-surrebuttal testinony?
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A | have.

Q | s that docunent identified for ident --
I's that docunent marked for identification purposes
as Petitioner's Exhibit 19?

A | believe it is.

Q Do you have any corrections to either
Exhi bits 18 or 197

A | do not.

Q If | were to ask you the questions in
Exhibits 18 and 19, would your answers be
substantially the sane?

A. Yes.

Q Are the answers that are set forth in
Exhibits 18 and 19 true to the best of your
know edge, information, and belief?

A They are.

MR. KILE: Petitioner would offer
Exhi bits 18 and 19.
JUDCGE SEYER: |Is there any objection to
t heir adm ssion?
MR. BEDNAR  No, Judge.
JUDGE SEYER: Exhibits 18 and 19 are
adm tted.
(Conpany Exhibits 18 and 19 were admtted

and nmade a part of this record.)
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MR, KILE: Wtness is available for
Cross-exam nati on.

JUDGE SEYER: Ckay. Does Staff have any
Cross-exam nation?

M5. ASLIN. No questions, thank you.

JUDCGE SEYER:  Public Counsel ?

MR. CLIZER  No questions, thank you.

JUDGE SEYER: Consuners Council ?

MR. COFFMAN:. No questions, your Honor.

JUDGE SEYER: City of R verside?

MR. BEDNAR:  Yes, your Honor.

JUDGE SEYER: Ckay, M. Bednar.

CROSS- EXAM NATI ON

BY MR BEDNAR:

Q M. Mddellan, nice to neet you.
A. Nice to neet you.
Q Appreci ate the work you've done on this

case. Just going to ask you a few questions about
sone of the background and term nol ogy and the cl ass
struct ures.

A. Ckay.

Q Your -- one of your responsibilities in
this testinony was to present the case for single-
tariff pricing. Correct?

A That is correct.
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Q As well as the differentiation between
cl asses, Class A J, et cetera?
A. Yes.
Q Correct?
A That's correct.
Q Can you tell nme whether or not there's a

definition for residential user versus the
nonresi dential user?

A. | don't believe there's a definition.
do believe whether or not a premse is a residence
can cone into play |I believe for Rate J, if a
custoner's residence, that would automatically
di squalify custoner account from being part of
Rate J.

Q So you could have a comercial -- when
say -- | think you referred to in your testinony,
residential and nonresidential and then Rate J.

So -- is that correct? D d you have those three
di fferent distinguishing characteristics?

A. Yes, that's correct.

Q Ckay. And so how do you distinguish just
wWithin rate a residential versus nonresidential?

A Sure. The underlying data does have
custoners by residential, comercial, OPA

i ndustrial, sales for resale, et cetera.
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Q But within Rate Aitself, you're saying
all those -- you just went through four different
cat egori es.
A Sure, sure, sure.
Q Those are outside -- sone of those are
outside of Rate A though if | understand the
testinony correctly.
A Sure. |I'mnot sure where this is going,

but wwthin Rate A we don't distinguish between those

cl asses.

Q But in your testinony reviewed you had
| abel ed users -- differentiated users in Rate A as
residential and nonresidential. Correct?

A. That's correct. And nostly those are

differentiated in the context of cost of service

st udy.
Q And can you explain that to ne pl ease?
A. Sure. In the cost of service study those

are separated custoner classifications utilizing data
fromthe billing system

Q What type of data do you -- do you utilize
fromthe billing systenf

A Meter charges, what ultimately this is
used to create billing determ nants for revenue

purposes as well as to categorize custoner costs for
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t hose cost of service studies.

Q And the volunetric information, would that
be within those determ nants, how nuch water that --

A Yes.

Q -- user is using?

A Certainly.

Q You nentioned the way you distinguish Rate

J fromothers that if a user who has a residence in
their location would autonmatically be disqualified
fromRate J.

A Yes.

Q Correct? Wat are sonme of the other
requirenents to be included in Rate J as opposed to
Rate A?

A A user nust use 450,000 gallons regularly
the vast majority of the tine. They nust essentially
have a flat | evel of usage.

Q Can you explain that, flat |evel of usage,
what that neans?

A There's a ratchet within Rate J in which
if a custoner is to not use a certain anount, and
woul d have to look into this really quick, but just

off the fly, if a custoner's --

Q Yeah.
A -- not using a relatively flat anount of
888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
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usage, there is a ratchet that would basically

increase their bill such that their usage, their
billed usage is flat throughout the year.

M5. NIEMEIER. Sorry to interrupt. Can
you speak into your m crophone.

THE WTNESS: Ch, absolutely.

M5. NI EMEI ER:  Sone people are having a
hard tinme hearing you.
BY MR BEDNAR:

Q And then going back to, if | understand
you correctly, wthin Rate A you wll have
users using anywhere from a thousand gallons a nonth
to 450,000 gallons a nonth. Right? O 400, 000.

A. Rate A serves all general service
custoners. A custoner that uses nore than 450, 000
gallons is certainly still eligible for Rate A

Q Ckay. Has there been any discussion
analysis for creating a newrate class potentially
fromthe non -- referring to Rate A as residenti al
and nonresi dential nenbers, has there been any
di scussi on about converting to residential and
commerci al cl asses?

A. Wthin the rate design?

Q Yeah. So you could create basically a new

rate, Rate C for instance, as opposed to Rate A
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residential /nonresidential ?

A. ' m not aware of any conversati on.

Q Ckay. Would that be outl andi sh in your
m nd?

A | -- I"mnot sure.

Q Ckay. So it's within the real m of
possibility if everybody agrees?

A | " ve never considered it.

Q Right. R ght. That's inportant. |
appreciate that -- that testinony. In your, | think
it's on page -- let's see -- 30 -- it's your work
paper. |I'msorry, your work paper schedule MAWWM 4 in

your testinony | think your Exhibit 18 it would be.
It doesn't have -- it's page 1 of 1, but it's pretty
much buried in your schedules. |It's just referring

to the volunetric charges anongst all the rate

cl asses.
A. | have that open.
Q Ckay. Thank you very nuch. Now, we've

heard testinony argunent about St. Louis County

district and then non-St. Louis County district.

Correct?
A. Yes.
Q And that was part of your case is you were

advocating for single tariff to bring those districts
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together on Rate A and closer on Rate J. Is that
correct?

A That's correct.
Q So when -- when we talk about -- let's

tal k about, just briefly, about St. Louis County.
Maybe we should just call that the eastern district
versus the western direct because if |I'mrecollecting
right, you have St. Louis County, St. Louis -- or

St. Charles County. Correct?

A Are you asking if that's included wthin?
Q Yes. W -- what are all the geographic
political subdivi -- | nmean the big -- how many

counties are within the St. Louis County Water

District?
A | believe just the one.
Q Warren County isn't in St. Louis County?
A | believe that Warren County is not within

St. Louis County.

Q Right. R ght. That's what |'m sayi ng.
There are nultiple counties within that district
t hough, correct, that we call the St. Louis County
district?

A | believe that the St. Louis County
pricing district is St. Louis County.

Q Solely St. Louis County?
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A. | believe that's -- that to be the case.

Q kay.

JUDCGE SEYER: M. Bednar, excuse ne.
M. MdCdellan, can you speak, again, speak cl oser
into the m crophone.

THE WTNESS: Sure. Absolutely.
BY MR BEDNAR:

Q And you -- within your testinony you're
still advocating for a difference in Rate J between
the St. Louis County and non-St. Louis County.

Ri ght ?

A. In ny proposed rate design for Rate J, the
proposed rates for Rate J, it's two blocks. The
first block is actually consolidated within ny
proposed rates, and in that second block it's still
differentiated, that's correct.

Q Ckay. And what is your basis for that?

A. My basis for what piece of that?

Q Uh- huh. For the second piece, of the

differentiati on between the east and western side?
A. Currently |I believe that the two rates
are 48 percent apart, so for the purpose of

gradual i sm

Q Ckay. Thank you. Can you explain
gr adual i snf
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shock of St. Joseph, M ssouri?
A | did hear that, yes.
MR. BEDNAR  Yeah. Okay. No further
guesti ons.
THE W TNESS: Thank you.
JUDCGE SEYER: Thank you. |[|s there any
cross on behal f of MECG?

JUDGE SEYER: Al right. And on behalf
of M EC?

M5. PLESCIA: No questions, thank you,
your Honor.

JUDGE SEYER' M. Fischer, any on behal
of Public Water Supply?

MR. FI SCHER: No questions, your Honor.

MR. HARDEN: No, thank you.
JUDGE SEYER: Are there any questions

Page 148
A Gradualism it's in ny testinony, but
it -- essentially to mtigate potential rate shock
that coul d occur.
Q Did you hear the opening of the
M. Fischer?
A | ' ve heard openi ngs today.
Q About St. Joe. Yeah. Just about the rate

MR OPITZ: Not at this tinme, your Honor.

f

JUDGE SEYER: And M. Harden, any cross?
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fromthe conm ssioners? Al right. Hearing none. |

have a question or two nyself.
QUESTI ONS
BY JUDGE SEYER
Q M. MCdellan, I"'mgoing to refer you to
your schedul e MAM 5.

A. Ckay.

Q So first of all can you tell us what that
1 S?

A MAM5 is the proposed wastewater rate
desi gn.

Q kay. And is there -- | didn't see

anything indicating this, but is there anything on

t hat bei ng docunent that's confidential?

A. On MM 57
Q Correct.
A No, | believe nothing here is

confidenti al .

Q Ckay. That schedule lists m ni num charges
for Holiday Inn, Yellowstone, Six Flags, a usage
charge for Route 66, and a bulk rate charge for Pil ot
Knob. Are these all special contracts for
wast ewat er ?

A | believe that these are m ni nrum char ges

that were essentially, for lack of a better term
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gr andf at hered i n.

Q | see. So in your opinion they should not
be listed on tariff sheet 3.17

A. Your question is that they -- should they
or should they not be |listed on the tariff sheet?

Q And | don't -- | don't have the tariff
sheet in front of ne.

A Sur e.

Q But ny understanding is that they're not
listed on the tariff sheet.

A | believe that you would be correct in
that. | have no opinion on whether or not they
shoul d be included on the tariff sheet.

Q Ckay. Should they have their own tariff
sheet s?

A. | do not know if they have their own
tariff sheets. | don't think that would be

unr easonabl e.
JUDCGE SEYER: Al right. That was ny only
question. Staff, do you have any recross?
M5. ASLIN. No questions.
JUDGE SEYER: Al right. Public Counsel ?
MR, CLIZER  No questions, thank you.
JUDGE SEYER:  Any other parties? Al

right. M. Kile, do you have redirect?
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MR KILE: No redirect, your Honor.

JUDGE SEYER: Al right. M. Mdellan,
t hank you for your testinony.

THE W TNESS: Thank you.

JUDGE SEYER And, M. Kile, is that --

MR, KILE: That concludes our w tnesses
on cost of service and rate design, your Honor.

JUDGE SEYER: Okay. Al right. And
Staff has witnesses on this issue.

MS. ASLIN  Yes.

JUDGE SEYER: At | east one witness. You
may call that w tness.

M5. ASLIN. Staff calls Ml anie Mrek.

JUDGE SEYER Al right. Wuld you raise
your right hand pl ease.

(Wtness sworn).

MELANI E MAREK,
the wi tness, having been first duly sworn,

testified as foll ows:

JUDGE SEYER Al right. Thank you. Go
ahead.

DI RECT EXAM NATI ON
BY Ms. ASLI N
Q Coul d you pl ease state and spell your nane

for the record.
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A. Mel ani e Marek, Me-l-a-n-i-e, Ma-r-e-Kk.
Q And how are you enpl oyed and i n what
capacity?
A. | "' m enpl oyed wiwth the M ssouri Public

Service Conm ssion as a lead senior utility
regul atory auditor.

Q And for this case did you prepare
direct/rebuttal testinony marked as Exhibit 217 and
cross-rebuttal /surrebuttal testinony narked as
Exhi bit 2217

A Yes.

Q Do you have any changes or corrections to
make to your testinony?

A. No.

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

A. Yes.

Q And are the answers contained in your
testinony true and correct to the best of your
know edge and belief?

A. Yes.

M5. ASLIN. | offer Exhibits 217 and 221
and tender this witness for cross.

JUDGE SEYER: Are there any objections?
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JUDGE SEYER

Cr oss-exam nati on?

BY MR OPI TZ:

Al right. Hearing none,
Exhibit 2 -- | lost track here,
MS. ASLIN:

JUDGE SEYER

(Staff Exhibits 217 and 221 were adm tted

and made a part of this record.)

MR KILE: No, your Honor.
JUDGE SEYER: Public Counsel ?
MR, CLIZER  No, thank you, sir.
JUDGE SEYER  Consuners Council of
M ssouri ?
MR. COFFMAN: No questi ons.
JUDGE SEYER: City of Riverside?
MR. BEDNAR  No questions, your Honor.
JUDGE SEYER  MECG?
MR OPITZ: A few questions, your Honor.

CROSS- EXAM NATI ON

Page 153
Exhibit 217 and

sorry. 2217
Correct.

Are admtted i nto evidence.

Does the Conpany have any

Ms. Mar ek.

Q Good afternoon,
A. Good afternoon.
Q

You did not performa class cost of

service study for this case,

A | did not.

did you?
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Q | nstead you rely on the Staff's anal ysis
fromthe prior case. |s that correct?

A The results and outcones of the prior
cases, Yyes.

Q And you did not performthat analysis in
that prior case personally?

A | did not.

Q And you did not devel op the underlying
wor k papers that supported that testinony in the
prior case?

A That is correct.

Q And you did not include as attachnents to

either of the rounds of testinony in this case the
results of that study?

A Correct.

Q Are you aware that in the prior case there
was testinony calling into question the accuracy of

the Staff's analysis on class cost of service?

A Am | aware of that fromthe testinony in
the prior case? |Is that the question? |'msorry.
Q Are you -- in general are you aware that

there was testinony in that case calling into
guestion the accuracy of those Staff cost of service
study results?

A Based on the opening statenents and --
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yes, Yyes.

Q Wul d you agree that in her testinony in
this case Ms. York pointed out sone of those errors
that were identified in the Staff's prior cost of
servi ce study?

A | do recall that from her testinony, yes.

Q Staff's position is that the sane

all ocation factors used in the | ast case are

sufficient for this one. |s that correct?
A. Yes.
Q Can you tell nme, what are those allocation
factors?
A | cannot, no.
MR, OPITZ: | have no further cross, your
Honor .

JUDGE SEYER: Al right. |Is there any
Cross-exam nation by M EC?

M5. PLESCIA: No questions, thank you.

JUDGE SEYER  Thank you. And,
M. Fischer, any on behalf Public Water Supply
Districts?

MR. FI SCHER: Yeah, Judge. |1'Il cone up
here where |'ve got a m crophone.

JUDGE SEYER  Perfect.

CROSS- EXAM NATI ON
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BY MR FI SCHER:

Q Good afternoon, Ms. Marek. I'mJim
Fischer and | represent a couple water districts in
Andrew County. |'ve got a few questions for you
about your class cost of servicel/rate design
testinmony. Do you have your direct/rebuttal
testinony wth you?

A | do.

Q Ckay. On page 2 of your testinony at
line 16, you state that Rate B is for whol esal e

custoners that are reselling water to other

custoners. Is that right?

A That is what it says, yes.

Q s it your understanding the Rate B would
be applicable to -- would be the applicable rate for

water districts like the ones that | represent,

Public Water Supply D stricts?

A. | don't know.
Q You - -
A. | don't know the public water supply

districts' operation.

Q Ckay. That rate applies to districts that
woul d resale water from M ssouri-Anmerican. |s that
your under st andi ng?

A Yes.
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Q On page 3 of your testinony begi nning at

line 6, | believe you just answered this question.
You indicate that the Staff did not prepare a cl ass
cost of service study for water operations in the
case. Correct?

A That is correct.

Q And on page 3 you also indicate that Staff
has relied upon the class cost of service study
prepared in Mssouri-Anerican's |last rate case for
devel opi ng your recomendations in this case. |Is

that true?

A. Can you repeat that question specific,
sorry?
Q Yeah. And |I'mreferring there to line --

line 8 on page 3 where you say, The Staff did not
prepare a class cost of service study for M ssouri -
Anerican water and sewer operations, but it --
because it appears with -- appears with M ssouri -
Anerican's submtted cost of service study and the
Staff's prepared cost of service study for the |ast
case, there was not nuch difference in the cost
al | ocati ons.

And that's where you basically used, in
part at |east, your results fromthe | ast case for

maki ng your recomrendations in this case. Correct?
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Correct. Yeah, | can see that.

And just for the record, was the last rate

case that M ssouri-Anerican had WR- 2022-0303? |Is

t hat your under st andi ng?

Yes. And | think that's supposed to be

f oot not ed t here.

Q Ch, that's right.

A But | don't see it on there.

Q Do you happen to have your -- the position
statenent of Staff in this case?

A | do not.

Q Ckay. Let ne give you a copy that rel ates
to the rate design.

A. Thank you.

Q If you'd turn to page 4 of that position
statenment, it indicates that it's -- and |

hi ghlighted |I think on your copy. It's Staff's

position that the sanme allocations used in the | ast

rate case are sufficient for this one. | s that
right?
A Yes, it says that.

And then there's another section just

bel ow t hat 3A double -- the little I's. Do you see
there you say that Staff answers the question: Wat

Is the appropriate allocation of revenue requirenent

888-893-3767
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anong the rate cl asses.
Do you see that? There's a question
t here.
A Yes.
Q The Staff position statenent goes on to

state, It's Staff's position that the sane
al locations used in the last rate case are sufficient
for this one. |Is that right?

A It does say that, yes.

MR, FI SCHER: Okay. Judge, I'd like to
have an exhibit marked. And | don't know what ny
nunbers are. | don't have any testinony, so.

JUDGE SEYER M. Fischer, under the
nunbering systemlaid out in the order setting
procedural schedul e, excuse ne, your exhibits are in
the range 700 to 749, so.

MR, FISCHER: Could | have 700 then?

JUDGE SEYER  700. It is available.

BY MR FI SCHER:

Q Ms. Marek, 1'd like to show you this
exhibit which |I've taken fromthe rebuttal testinony
of Staff witness Carry Roth in that [ast rate case.

It was Exhibit 127. Have you previously seen this

schedul e?
A When you presented it to ne, yes.
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Q You' ve seen this before?
A Yes. \When you presented it to ne.
Q Ckay. Does this schedul e appear to

contain the summary of the Staff class cost of
service study results from M ssouri-Anerican's | ast
rate case?

A It does say, Staff costs -- class cost of
service study, and it does have the prior case nunber
on it.

Q You don't have any reason to doubt that
that's the results fromthe | ast rate case? Mybe
shoul d show you the Staff's testinony in that case.
| "' m show ng you Exhibit 127 fromthat case. Does
that appear to be the rebuttal testinony on class
cost of service fromCarry Roth, the Staff w tness?

A It does appear to be, yes.

Q And woul d you |l ook on the | ast two pages
of that? Does that have the schedule that | just
asked you, Exhibit No. 7007

A. It does appear to be the sane, yes.

MR FISCHER. Ckay. Geat. Judge, |I'd
nove for the adm ssion of Exhibit 700.

MR OPI TZ: Your Honor, | object to the
adm ssion of Exhibit 700 as hearsay. The w tness

testified on cross-exam nation from MECG she di d not
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prepare that docunent, she did not prepare the

underlying work papers related to it. She did not
I ncl ude that docunent or the underlying work papers
in her testinony, either round in this case.

MR, FI SCHER: Judge, in response |I'd just
say this is the test -- this is the cost of study
that she relied upon to nmake her recommendations in
this case. |It's the Staff's class cost of service
study fromthe |ast case that was admtted and it's
appropriate the Conm ssion in cross-exam nation all ow
me to cross her on what she relied on in this case
and have it introduced.

JUDCGE SEYER: | would agree with that, so
| wll overrule the objection and admt Exhibit 700.

(Public Water Supply Districts 1 and 2
Andrew County Exhibit 700 was admtted and nade a
part of this record.)

BY MR FI SCHER:

Q Ms. Marek, 1'd ask you to turn to the
second page of this Exhibit 700 which deals with the
Staff's cost -- class cost of service study results

for District 2. Do you see that?

A | do. And it's Marek.
Q |'"'msorry. Wat did | say, Mark?
A Mar ek.
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Q |"msorry, | apol ogize.

A That' s okay.

Q | heard it two different ways today.
Mar ek?

A Mar ek.

Q Marek. Marek. |'msorry.

A Thank you.

Q | apol ogi ze.

A That' s okay.

Q s it your understanding that that -- that
t hat second page relates to District 2 results?

A. Yes.

Q Wuld it be correct that Public Water

Supply District in Andrew County would fall into that
District 2?2 |Is that -- do you know? |f you don't
know, that's okay.

A | don't know definitively, no.

Q Ckay. Well, let's ook at the row that
applies to the sale-for-resal e custoners.

A Ckay.

Q Staff's class cost of service study in the
| ast case was show ng that cost of service for this

class after the reallocation of the public fire cost

was approxinately $2.842 mllion. Do you see that?
A Yes, | see that.
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Q And the present revenues for the sal es-
to-resal e custonmer class was $3.626 mllion. |Is that
right?

A. That's what it says, yes.

Q And so the Staff's schedul e i ndicates that

the sales-for-resale class, the revenues exceeded the

Staff's cost of service study by $783,756. |Is that

right?
A That is what it appears to be saying, yes.
Q And that's just for Class 2. Correct?
A District 2?
Q |"msorry. District 2.
A Yes.
Q The [ ast col um shows that the present

revenues exceeded the cost of service for the

sale-to-resale class by 21.6 percent. |s that right?
A As cost of service anount?
Q Yes.
A And percent increase?
Q That's the percent reduction. Correct?
A Yes. It would be -- it's negative, but

it's cost of service.

Q Right. Cost of service?
Yes.
Q And none of the other classes in
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District 2 were exceeding their respective class cost

of service. Correct?

A From this study, no.

Q And that's the Staff study?

A. Apparently.

Q Al of the other nunbers in that, for the

other classes in that |ast columm are positive
percentages. Correct?

A Correct.

Q If we | ook at the row down bel ow
there where the Staff |ists the total revenues,
it indicates the total proposed revenues
were 6 -- 6 -- $16.2 mllion higher than the present
revenues for that district? Yes?

A. | -- | think so, yes.

Q Yeah. That -- that was based upon the
Staff's EMS run at that tine. |[Is that what that note
down on the far -- down below there on the bottom

part shows?

A. Yes. That is what it says.

Q And so that was a 17.8 percent increase in
rates overall. Correct?

A Yes.

Q So is it your understanding fromthis

summary schedule that if the total revenues of the
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Conpany were assuned to be increasing by 17.8

percent, the revenues for the sales-to-resale class
shoul d be reduced 21.6 percent if the rates were
changed to reflect the cost of service study results
of the Staff study? |Is that right?

A So it says that cost of service increased
by 17.8 percent. It doesn't say the rates did. The
rates are separate.

Q Right. That's how nuch the revenue
requi rement was going up, 17.8 percent, but to get to
cost of service for the sales-for-resale class, you'd
need to have a rate reduction of 21.6 percent. Isn't
t hat what that shows?

A | believe so, yes.

Q Let's turn to the first page of the
exhibit which relates to District No. 1. Is it
correct that the sales-for-resale class in this
district was exceeding its cost of service by 17.7
percent according to Staff's cost of service study?

A | believe so, yes.

Q And none of the other revenues for the
other classes in District 1 were exceeding their
respective costs of service according to the Staff's
cost of service study. Correct?

A Correct.

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 06, 2025

o Page 166
Q Let's go back to your -- the position

statenent, the Staff position statenent. On page 4

there it goes on to state that, Yes -- the question

Is | guess in our |ist of issues, Should the

Commi ssion utilize the class cost of service studies

filed in this case to determ ne the appropriate

all ocation of the revenue requirenent to each cl ass.
Do you see that?

A | see that, yes.

Q And then if you drop down to where you
answer the question, the Staff position statenent
answer says, No. The class cost of service study
filed by Mssouri-American Water was based on a
future test year which includes estimted future

expenses and revenues and, therefore, invalid.

Correct?
A That is what it says.
Q That's your position?
A That's Staff's position.
Q Staff's position. GCkay. And then it goes

on to say, The adjustnents proposed by MECG i ncl ude
assunptions as nade by M ssouri-Anerican Water
Conpany and, therefore, also not reasonable.

s that what it says?

A That's what it says, yes.
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Q And that's Staff's position?
A. Yes.
Q On page 4 at line 5 of your testinony

you' re asked the question, Wat rates are Staff

pr oposi ng.
Do you see that?
A. O the direct/rebuttal --
Q Yes.
A -- testinony? Yes.
Q Yes. And your answer on line 6 is,

Staff's rate design can be found in the attached
schedule MM D2. |Is that right?

A Yes.

Q | m ght not have had a correct copy in

EFI'S, but was that attached in the EFIS filing?

A. It's filed in EFIS, yes.
Q s it filed in EFIS?
A. Yes. There are two separate docunents

under the sane entry.
Q Ckay. So you're okay, we've got that
study. O we've got that schedule in the record?
A Yes.
MR, FISCHER: Okay. That's all | have,

Judge. Thank you very nuch.

Page 167

JUDGE SEYER: M. Harden, do you have any
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Cross-exam nati on?

MR. HARDEN. | do not, thank you.

JUDGE SEYER: All right. Are there any
gquestions fromthe comm ssioners? Ckay. Hearing
none. | do have a couple of questions nyself.

QUESTI ONS
BY JUDGE SEYER
Q And | assune you still have your direct
and rebuttal testinony handy. This would be on
page 4. On line 14 there's the question: Does Staff
agree wth aligning the commodity rates closer
t oget her.

And part of your answer on line 17 says,
Basically M ssouri-Anerican Water Conpany is
attenpting to slowy consolidate all its rates into a
statewide tariff.

Is it true that in the Conpany's | ast
three or four rate cases, the Conm ssion has
consol i dated nunerous Rate A districts closer to a
singul ar Rate A cost of service?

A. Honestly, your Honor, | -- | don't know.

Q Ckay. Do you have an opinion though as to
whet her eventually we should get to that point, full
consolidation of Rate A custoners?

A Staff's -- Staff is against that.
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Q Ckay. Despite the Staff's position, if

the Comm ssion were to decide to consolidate the Rate
A custoners into one tariff, do you think the
Comm ssi on woul d have an opportunity to deconsolidate
or break up those Rate A custoners in a future rate
case if that's what the cost of service denonstrates?
A. | haven't considered that before, but it
does seem possible. | think there would be -- |
don't know that that would be beneficial to
r at epayers t hough.
Q kay.
A. Be real |l y confusing.
JUDGE SEYER: All right. Does the
Conpany have any recross?
MR KILE: No, your Honor.
JUDGE SEYER: Al right. Public Counsel ?
MR. CLIZER  No.
JUDGE SEYER: Recross by any of the other
parties? Yes, M. Coffman.
RECROSS- EXAM NATI ON
BY MR COFFNMAN:

Q Ms. Marek.
A Mar ek.
Q Mar ek, apol ogi es.
A That' s okay.
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Q Have you cal cul ated what the additi onal

I npact would be in the St. Louis County area if the
Comm ssion noves to single-tariff pricing, just the
single-tariff pricing change, how nuch roughly woul d
rates go up?

A. We do not cal cul ate that because we are
against it because it strays from cost causation.

Q And, but earlier you said -- you testified
about the -- that the, | believe the St. Louis County
Rate A area -- or I'msorry, it was District 1 |
guess is what we call it, is 48 percent of sonething.
Do you recall saying that earlier? And | wasn't -- |
wasn't sure exactly what was neant. | think it was

In response to a question fromM. dizer.

A | don't recall saying --

Q kay.

A -- percentages nor him asking ne
guesti ons.

MR. COFFMAN:.  Probably my confusion.
That's all | have.
THE W TNESS: Ckay.
JUDGE SEYER: Al right. Any other
recross? Any redirect?
M5. ASLIN  Just a few questions.
REDI RECT EXAM NATI ON
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BY M5. ASLI N

Q Ms. Marek, because Staff is proposing an
across-the-board percentage increase, doesn't that,
therefore, nean that no changes to the all ocations
are necessary?

A Correct.

Q And do you recall being asked about the
cl ass cost of service study fromthe |ast rate case?

A. Yes.

Q And there were sone questions about
whet her or not there m ght have been errors in that?

A. Yes.

Q Coul d you explain to nme what is the
rel ati onshi p between class cost of service study and
rate design?

A So the class cost of service study is just
used as a guide in rate design. And with rates |ike
M ssouri-Anmerican's where Rate A includes so nany
cl asses, rate design takes the overall revenue
requi renment and allocates it through each of their
rate cl asses.

Q So would it be accurate to say that there
Is nore work to be done after a class cost of service
study to develop a rate design, a class cost of --

cl ass cost of service study, excuse ne, does not
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produce a rate design?

A That's correct.
M5. ASLIN. Ckay. No further questions.
JUDGE SEYER: Al right. Thanks for your
t esti nony.
THE W TNESS: Thank you.
JUDGE SEYER: All right.
THE W TNESS: Thanks, Conmm ssi oners.
JUDGE SEYER: | don't recall exactly
whet her this was di scussed on the record, but
M. Robertson will testify in a bit when we get to
the issue of revenues. Correct?
M5. ASLIN. That's correct.
JUDGE SEYER Al right. And,
M. Coffman, Ms. Palnmer will testify on Monday?
MR. COFFMAN:. That's right.
JUDGE SEYER: (Ckay. And so next on the
list is Jessica York. So, M. Opitz, would you |ike
to call this wtness?

MR OPI TZ: MECG recalls Ms. Jessica

Yor K.
JUDGE SEYER: Al right. M. Opitz, go
ahead.
(Wtness previously sworn).
JESSI CA YORK,
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 06, 2025

. . ) Page 173
the w tness, having been first duly sworn,

testified as foll ows:

MR OPITZ: WM. York, | believe your
testi nony has been admtted. | tender the w tness
for cross-exam nati on.

JUDCGE SEYER: M. Coffman, do you have
any cross-exam nation?

MR. COFFMAN: No questions, your Honor.

JUDGE SEYER: Any questions, M. Bednar?

MR. BEDNAR  One or two.

CRCOSS- EXAM NATI ON
BY MR BEDNAR
Q Ms. York, in your --

JUDCGE SEYERT M. Bednar, |'m sorry,
could you --

MR BEDNAR Onh, I'msorry. | apol ogize.
BY MR BEDNAR:

Q Ms. York, question on the rate design
I ssue. | guess, nunber one, would you agree with the
statenent that rate design -- cost of service doesn't

dictate rate design?

A Yes. | generally agree that it is --
I deally you would set rates based on cost of service,
but it's not always possible to do that.

Q Right. And then in regards to Rate A and
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the issues there with the nunber of different types

of users, has anyone ever asked you to present any
type of an opinion as to breaking that rate up,
separate fromRate J and woul d have -- woul d not
have -- separate and apart from Rate J, just have,

for instance, a Rate C?

A General |l y speaki ng, you know,
cl ass-specific rates would be good. | nean, you
could -- it would be easier to tie themto the cost

of service results then.

Q Ri ght. Wen you have a class that goes
fromzero to 450,000 gall ons of usage, that's a
pretty broad band to be able to utilize cost of
service effectively. Wuldn't you agree?

A That would certainly nmake it nore
chal | engi ng, yes.

MR. BEDNAR  Thank you. No further
guesti ons.
JUDGE SEYER:. All right. Any cross on
behal f of M EC?
CROSS- EXAM NATI ON
BY M5, PLESC A:

Q | could phrase this as friendly cross, but

| just wanted to give the witness the opportunity to

respond to the Chair's questions earlier about
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concerns or flaws with the Staff's cost of service

study from 2022 that's been so much di scussed.

So if that's all right with the
Comm ssion, I'lIl go forward with that.

JUDGE SEYER  Yes.

THE WTNESS: Gkay. And this --
explain this in ny cross-rebuttal/surrebuttal
testinony. | pointed out that in the |ast case, the
Staff had originally not applied the distribution
multipliers that it had supported in its direct
testinony to its actual class cost of service nodel
for Rate J or the sale-for-resale classes. | showed
that the Staff's nodels included maxi num day and
maxi mum hour demand ratios by class froma prior rate
case wth no evidence to prove that those factors
were still repre -- representative of the | oad
characteristics of the classes as of the last rate
case.

JUDGE SEYER. Ms. York, I'mgoing to
interrupt. Could you --

THE WTNESS: Go ahead.

JUDGE SEYER: -- nobve your m crophone
down.
THE WTNESS: |s that better?
| also pointed out that there was sone
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ot her unsupported data points, including the source

of average day rate of flow used to devel op

all ocation factor three and other things |ike the
hor sepower of the punps used to devel op factors six
and seven.

So then in rebuttal testinony, in Staff's
rebuttal in the |last case they did nake sone
corrections for those issues. They did end up
applying those distribution nultipliers to the
i ndustrial and sale-for-resale classes. They did
update the custoner class max day and max hour denand
ratios. And they had nodified sone other data points
that were used to develop their allocators like the
annual usage by custoner class, let's see, nax date,
demand rati os, nmaxi mum hour demands ratios, the
wei ghtings of the base max day extra capacity and
fire protection conponents in the devel opnent of
factor three. Wightings of base max hour extra
capacity and fire protection conponents in factor
four. And the weighting was used to devel op factor
five as well.

And the issue that | had in that case
even wth those corrections, Staff's testinony did
not really explain any of those things, any of the

changes they nade ot her than acknow edgi ng that they
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had updated the distribution nmultiplier issue. So ny

position in that case was that because Staff's
testinmony was silent on the other changes that it
made to its nodels, it really hadn't supported those
changes and so we were still hesitant to be relying
on that nodel in the |ast case.

JUDCGE SEYER Al right. Anything el se,
Ms. Pl escia?

M5. PLESCI A: No ot her questions, thank
you.

JUDGE SEYER: M. Fischer, do you have
cross? You knew what | was going to ask, didn't you.

MR FI SCHER: Sorry.

CROSS- EXAM NATI ON

BY MR FI SCHER:

Q Wth those changes though Staff did
correct many of the things that you'd brought up in
the -- in your rebuttal to their case. R ght?

A They made the changes, but | was still not
able to verify whether those were acceptable or, you
know, reasonable, justified, correct, and so on and
so forth.

Q Were there any suggestions that you made
they didn't do?

A | don't renenber. | don't know if |
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captured all of the changes in this testinony or not.

| -- | really don't recall.

Q Your testinony also in that case
Indicated, didn't it, that the resale class was
recovering a greater percentage of the cost of
servi ce than other classes?

A | don't recall offhand, but it m ght have.
| nmean, that testinony is --

Q kay.

A -- out there.

MR FI SCHER: Ckay. Thank you very nuch.

JUDGE SEYER: Al right. M. Harden, do
you have any cross?

MR. HARDEN: | do not, thank you.

JUDGE SEYER: Al right. M. dizer, do
you have any on behalf of Public Counsel ?

MR. CLIZER  No, thank you, your Honor.

JUDGE SEYER  Staff?

M5. ASLIN. No questi ons.

JUDGE SEYER M. Kile?

MR. KILE: No questions, your Honor.

JUDGE SEYER: Are there any questions
fromthe comm ssioners? Al right. | have no
guestions nyself, so thank you for your testinony.

MR OPITZ: | have one redirect question,
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your Honor.

JUDGE SEYER: Oh, |'msorry.
REDI RECT EXAM NATI ON
BY MR OPI TZ:
Q Ms. York, you were asked about Staff's
cost of service study in the |last case. Even if we

assunme that there were no errors with that, the Staff

is still not relying on that for its recomendati on
in this case. |Is that correct?
A Correct.

MR, OPITZ: Thank you.

JUDGE SEYER: All right. You are free to
step down. And ny understanding is Dr. Marke is the
next witness. Al right. You do have your right
hand rai sed. Thank you.

(Wtness sworn).

DR GEOFF MARKE,
the wi tness, having been first duly sworn,
testified as foll ows:

JUDCGE SEYER  Thank you. Go ahead,

M. dizer.
DI RECT EXAM NATI ON
BY MR CLI ZER
Q Dr. Marke, could you go ahead and state

and spell your nane for the record.
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A It's Geoff, Ge-o-f-f, Marke, Ma-r-k-e.

Q By whom are you enpl oyed and i n what
capacity?

A M ssouri O fice of Public Counsel. |'m
t he chi ef econom st.

Q Did you prepare or cause to be prepared
testinmony that has been marked 308, the
direct/rebuttal of Geoff Marke or -- and 309, cross-
rebuttal testinony of Geoff Marke in this case?

A Yes.

Q Do you have any corrections to nake to
that testinony at this tine?

A No.

Q If | were to ask you the sane questions

posed in that testinony today, would your answers be
the sane or substantially simlar?
A Yes.
Q Are those answers true and correct to the
best of your know edge and belief?
A Yes.
MR. CLIZER | nove for the adm ssion of
Exhibit 308, the direct/rebuttal testinony of Geoff
Mar ke, and 309, the cross-rebuttal testinony of
Dr. Geoff Marke.
JUDGE SEYER: Any objections? 308 and
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309 adm tted.
(OPC Exhibits 308 and 309 were admtted
and made a part of this record.)
MR CLIZER | tender the witness for
Cross-exam nati on.
JUDGE SEYER: All right. M. Coffman,
any cross on behalf of Consuners Council or AARP?
MR. COFFMAN: No questions, your Honor.
JUDGE SEYER: All right. M. Bednar, on
behal f of Riverside?
MR. BEDNAR  Just a couple of short
guesti ons.
CROSS- EXAM NATI ON
BY MR BEDNAR:
Q Wait. Are we tal king about custoner --

nmont hly cust oner charge?

A W can.

Q Still good?

A Yeah, yeah.

Q | just didn't want --

A Yeah.

Q -- to get confused on the two categori es.

| think you stated that you found no basis

for the increase from10 to 21.34 per nonth in the

requested increase in nonthly neter charge?
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A. Yes.

Q And is that in a -- not in requested

rate stabilization nechanismin its own right?

A. It is.
Q And then you al so tal ked about
potential -- the -- I'"'msorry. Never m nd.

No further questions.

JUDGE SEYER: Al right. Any cross on
behal f of MECG?

MR OPITZ: No cross, your Honor.

JUDGE SEYER: Thank you. M EC?

M5. PLESCIA: No questions, thank you,
j udge.

JUDGE SEYER:  Public water Supply
Districts?

MR. FI SCHER: No, thank you, judge.

any of behalf of Triunph Foods?
MR. HARDEN: No, thank you, your Honor.
JUDGE SEYER: Ms. Aslin, any cross on
behal f of Staff?
M5. ASLIN.  No, thank you.
JUDCGE SEYER: And any cross by the

conpany?

Page 182

revenue stabilization form but is that not al nost a

JUDGE SEYER: Al right. And M. Harden,
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MR. KI LE: No, your Honor.

JUDGE SEYER: Do the conm ssioners have
any questions for Dr. Marke? Al right. And | don't
have any questions, Doctor, so.

MR CLIZER | would |ike one quick
redirect.

JUDGE SEYER:  Yes.

REDI RECT EXAM NATI ON
BY MR CLI ZER

Q Dr. Marke, regarding the question posed to
you by M. Bednar and the rate stabilization inpact
an increase in custonmer charge would have, are
there -- does that rate stabilization justify an
I ncrease to the custoner fixed charge?

A. Well, | don't think either do. You know,
we' ve been pretty focal about -- the RSM s al ready
been di scussed at |length this norning, but the
cust omer charge, the conbined two provides nore
revenue certainty to the Conpany. You know, and
again, this is a balancing act that the Comm ssion's
got to consider. The way | would -- the way | woul d
advi se the Conm ssion on this is it's a risk/reward
Issue. So wth each increnental -- in isolation
nmovi ng to, you know, 113 percent increase in the

cust oner charge, you know, there m ght be sone |logic
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behi nd that and, you know, from one perspective, but

collectively all it is doing is it is all

I ncreasing -- or decreasing the risk to the Conpany.
Decreasing the Conpany's ability to -- to -- to
function as -- as sonething that woul d be a
conparabl e for what you would see in the market.

And the reality, you know, in any other
mar ket base entity, they've got the discipline of the
mar ket, you know. People can choose where they want
to go, they can elect to do different things. And
the real basis behind this building and everything
that goes on here is to serve as a proxy for that.
Absent that then, you start sitting there and you can
start questioning why are we doing a risk prem um
why are we putting that profit at such a high | evel.

And | think at a certain point you're
going to start to get questions fromthe public at
large. And | see -- you see this take place in sone
ot her states that nove to nunicipalization where, you
know, frustrations with the investor-owned utility
nove towards a public systemand that's -- that's
taking place with other cities. | think Anerican
Water's done a good job, mnd you, but when you start
approachi ng, you know, 30, 40 percent rate increases

on a continuous basis, it becones nuch nore difficult
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for custoners to be able to afford that. Having

them -- having the power to, you know, take control
of your bill on the usage is one nechanismto do it.

MR. CLIZER  Thank you, Dr. Marke. No
further redirect.

JUDCGE SEYER:. Al right. Thank you
Dr. Marke.

THE W TNESS: Thank you.

JUDGE SEYER. And M. dizer again, do
you have anot her w tness?

MR. CLIZER  The other witness is
responding to the issue that we have now | think
effectively noved to Revenue. So assum ng that --
yes. | have no further issue on the existing class
cost of service at this tine.

JUDGE SEYER: Al right. Then are we
prepared to nove on to the Uniform Affordability
Tariff?

M5. NIEMEIER. Can you give us just a
m nut e.

JUDCGE SEYER:  Ckay.

MR. OPITZ: Your Honor, can | ask for a,
maybe a five-m nute recess?

JUDGE SEYER: Actually let's do a

ten-mnute recess. W'IlIl convene at 2:40. And going
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off the record.

(O f the record.)

JUDGE SEYER: Let's go back on the
record. W're back on the record. At this point we
will cover the issue of the Universal Affordability
Tariff. And so would the Conpany like to call any
W t nesses on that issue?

M5. NI EMEIER: Good afternoon. The
Conpany doesn't need to call a w tness unl ess
sonebody wants to cross, but we have cone to an
agreenent with the Staff of the Conmm ssion, the
O fice of Public Counsel, Mssouri AARP and Consuner
Council of Mssouri, and we filed that stipulation
earlier today in EFIS. W wll be filing an update.
There was a scrivener's error in the draft that was
filed, and we will correct that. It doesn't change
the substance. All those parties are in agreenent
and that is the collective position of each of those
parties now. W understand there's an objection to
that fromanother party and if he wants to cross one
of our witnesses, we can call M. Rea back to the
st and.

MR, OPITZ: Your Honor, this is Tim
Qpitz, MECG MECGis the party that will at sone

point today file its objection. [1'd -- since we're
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taking this issue up now, |'d |ike the opportunity to

be heard with a m ni opening statenent and then | do
expect to cross-exanm ne M. Rea.

JUDGE SEYER. Are there any other parties
that would like to be -- like to present a m ni
openi ng statenent? GCkay. Sounds |like not. So
M. Opitz.

MR OPITZ: WMy it please the Comm ssion.
Again, TimQpitz on behalf of MECG  Universal
affordability tariff sounds |ike a good thing, and
you' re probably wondering why | would | odge an
objection to that. First, ten years ago in a
M ssouri-Anmerican Water rate case | believe, | was
counsel for the Ofice of Public Counsel at the tine
and | evaluated the proposal in that case and argued
that a lowincone rate was unlawful. And ny argunent
there in ny briefs, and | got it right here, is
that -- fromthat case, is we had a responsibility to
all residential custonmers, not just the | owincone
custoners and so we needed to take into account the
|l egality of what was bei ng proposed and the inpact on
ot her custoners.

In that intervening decade |'ve not seen
any M ssouri court case |aw to change that |egal

analysis and |I've not heard anything or read anything
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rather in the testinony in this case that nakes ne

change ny view that this kind of lowincone tariff is
unsupported by authority of the -- under the current

l aw. You know, the premse is we've got to avoid

unj ust discrimnation between custoners when setting
rates. Differences in rates nust be based upon
differences in service. And a custoner's incone is
not an immutable difference in service here.

Second, with respect to ny review of the
stipulation that's been filed, understanding that it
may be updated, | do have concerns about the
i npl emrentation. First, these costs are not known and
nmeasurable. | don't understand how any party can
make an assessnent to support this kind of program
when the Conpany's own testinony says that 69, 500
custoners could potentially see a 55 percent di scount
on their bills. The -- if every eligible custoner
t ook service on under that, that regul atory asset
woul d be a hunongous fi gure.

A subpart of that about the
I npl ementation is the rate treatnent when that
regul atory asset is considered in a future case if
it's approved i s unknown, you know. | have concerns
about whet her the Conpany m ght ask for a return on

that anmount or the speed at which it is anortized.
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These are concerns that will inpact rates possibly

significantly in a future case.

And then third, to nme it is incredible
that a conpany asking for a 40 percent increase,
wWithin that increase is a request for, | believe |
heard yesterday a highest-in-the-nation 10.75 return
on equity, is asking for an affordability tariff.
Physi ci an, heal thyself. Wat has the Conpany done
to control its costs. As far as |'ve seen in the
presentation of this case, nothing. Should every
ot her custoner, the majority of the residential
custonmers who aren't eligible to take on this or
busi ness custoners in Rate A or business custoners in
Rate J, however it's allocated in the future, should
they be on the hook to subsidize the excesses of a
nonopol y conpany that has nade its rates so
unaf fordabl e that | believe 15 percent of its
residential custonmers would qualify for a huge
di scount on their bill.

| -- | urge the Comm ssion to get back to
the basics on affordability. W know as stakehol ders
in a case how to address affordability, and it's not
by pursuing unl awful neans. W should direct --
address it by rejecting their 10.75 percent RCE which

woul d be the highest in the nation. W should reject
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their capital structure which has the inpact of
driving up the increase in this case. W should
reject their RSM whi ch woul d cost custoners nore
noney without a rate case and without full reviewin
the future. W should reject their PCT, the
production cost tracker, which would cost custoners
nore noney in the future. W should reject their
applications for accounting treatnent that has been
descri bed as water PISA. Al of these things wll
increase their rates. Al of these things would | ead
to increases in their case. |If affordability is an
I ssue, the answer is not an unl awful approach that
wi Il further burden other custoners. |If
affordability is an issue, parties in this case know
what to do and | hope the Conmm ssion knows what to
do.

And | will file nmy objection later on to
their stipulation. Happy to answer any questions.

JUDGE SEYER Do the comm ssioners have
any questions?

CHAI R HAHN: | do.

QUESTI ONS

BY CHAI R HAHN:

Q M. Qpitz, since you've not a signatory to
this pilot program is there a -- is -- is there a
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budget for this particular programthat you're aware

of, a cap at all?

A |"mnot aware of the -- of a cap for the
stipulated thing. | guess | haven't | ooked at a cap.
My under standi ng of the testinony was that 69, 500
custoners would qualify for various |evels of
di scount, 75 percent, 55 percent, and then a | ower
anount that | can't recall right now You know,
for -- sorry, go ahead. | was going to say, if you
did put a cap on this, that would further conpound ny
concerns about the legality of this kind of program
because if you're just going to open it up to sone
portion and it becones first-cone, first-serve for a
programthat is already of questionable legality, I
think it conpounds the problem

Q And as far as you know fromthis stip and
agreenent, how would the cost for the program be
recover ed?

A | don't believe in the docunent | reviewed
that it was addressed in there. | think it was |left
unsaid for the future rate case which again gives
me -- it contributes to ny heartburn about this. In
add -- setting aside the legality of it, | don't know
the magnitude of it. And | hope to ask the Conpany

witness if he knows sone idea about the magnitude.
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But that nunber of custoners, if | |ook

at a 55 percent discount on a bill using the
Conpany' s 21-poi nt-sonet hing custoner charge and
their proposed per hundred gallon commodity charge

and | thought | read sonmewhere that there was about

a $6, 000 average use -- or a 6,000-gallon average
usage per nonth, |I'mlooking at about an average bill
of about $80-sone a nonth under the -- after this

case. So if 69,500 custoners get 55 percent of that
off, we put all that into a regulatory asset, they
stay out for tw years, | nean, are -- how many tens
of mllions of dollars are we | ooking at there. |Is
t he Conpany going on earn a return on it. How are
they going to anortize it. There's a |ot of
unknowns. And, you know, so -- so | can't agree to
t hat .

And, you know, because | believe it's
gquestionable legality, | think it's questionable
policy, and | think it's unknown, ['Il be filing ny
obj ection to that.

CHAI R HAHN:  Thank you.

MR. OPITZ: Thank you.

JUDGE SEYER: Thank you, M. Opitz. Al
right. M. N eneier, | do know that there's

potentially some questions fromthe conm ssioners of

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 06, 2025

) ) ) ) Page 193
M. Rea, so is it possible to recall hinf

M5. NI EMEIER.  Absolutely. The conpany
recalls M. Rea.

(Wtness previously sworn).

CHARLES REA,
the w tness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER: (Go ahead, Ms. N eneier.

M5. NIEMEIER. He's already provided his
testinmony and it's been admtted, so | have no --
he's tendered for cross.

JUDGE SEYER: Ckay. Ms. Aslin, introduce
our next Staff counsel that is naking his appearance
in the hearing. O he can introduce hinself.

MR. VANDERGRI FF:  Good norni ng, your
Honor. |I'mEric Vandergriff, Staff counsel. The
court reporter has ny information.

JUDGE SEYER: Perfect. M. Vandergriff,
do you have cross-exam nation for M. Rea?

MR, VANDERGRI FF:  No, your Honor.

JUDGE SEYER: Al right. For the Public
Counsel ?

MR, CLIZER  No questions, thank you.

JUDGE SEYERT M. Coffman, for Consuners
Counci |l or AARP?
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MR. COFFMAN. No questions. O well, let
me -- let nme just ask hima couple.
CRCOSS- EXAM NATI ON
BY MR COFFMAN:
Q In readi ng your testinony, M. Rea, is
it -- is it afair summary that you find there to be

a cost-causation difference between high i ncone and
| ow-i nconme water custoners?

A CGeneral | y speaki ng, yes.

MR. COFFMAN. Okay. That's all | have.
Thank you.

JUDGE SEYER: Ckay. M. Bednar, anything
on behalf of the Gty of Riverside?

MR. BEDNAR  No, your Honor. No, your
Honor .

JUDGE SEYER® M. Opitz?

CRCSS- EXAM NATI ON

BY MR OPI TZ:

Q M. Rea, |'ve got a couple questions, but
to go back to that question from M. Coffman, he
asked about causation. Your testinony doesn't say
causation. |Is that right? Your testinony says
correl ation?

A. Can you point to where you're talking

about that and where it doesn't say cost causation?
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Q As one exanple in your, | believe it's

your direct testinony, page 32. And |I'm | ooking at
lines 13 and 14 | guess going on to 15. And would
you agree that you talk about the correl ation between
I ncome and seasonal use of water?

A Yes. So in that section of testinony what
|'"'msaying is that there is a positive correlation in
t he Conpany's residential custoner base between
househol d i ncone and seasonal use of water. Hi gher
I ncome does not cause the seasonal use of water, but
custoners generally that have higher incones tend to
use water nore for seasonal usage |like | awn
irrigation, swinmng pools, that sort of thing than
| ower -i ncone custoners do.

The cost causation issue i s whether
custoners that use seasonal water nore cause nore
costs to be incurred by the Conpany than custoners
that do not. That's the cost-causation issue.

Q And you don't disagree that there may be
| ow-i nconme custoners who are seasonal users of water?

A As | said, if you |look at nedi an househol d
I nconmes across our territory and the comunities that
we serve and the seasonal use of water in those
communities, there is a strong correlation between

i ncome and seasonal use of water. Are there
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| owi ncone custoners sonewhere that nay use nore

water in the summertine than they do in the
wntertine. Yes. But generally speaking --

Q And there's high-incone custoners who nay
use less water in the summer too. R ght?

A That is certainty true.

Q And they wouldn't be eligible. They'd be
di scrim nated agai nst under this tariff?

A Why woul d they discrimnated against? |
don't understand.

Q Because they would not be eligible based
solely on their incone rather than the nature of
their service cl ass.

A It's a programthat's -- whose eligibility
I's based on incone. | don't consider custonmers who
have hi gh inconmes that already have affordabl e water
bills to be discrimnated agai nst by not being able

to participate in the discount program

Q In fact, they woul d be paying for the
di scount programin all Iikelihood.
A. Well, to the extent that those costs, the

adm nistrative costs and the costs of the discounts
are included in rates at sonme point, not in this
case, but at sone point, all custoners would be

payi ng for that, not just the nonparticipating

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
O M W N B O ©W 00 ~N O 0o M W N P O

Transcript of Proceedings March 06, 2025

Page 197
cust oners.

Q | have sone concerns about the magnitude
of this potential regulatory asset. In your
testi nony woul d you agree that you describe it
as 69,500 eligible custoners?

A W estinmate that there will be that many
cust oners whose househol d i nconmes would qualify them
for participation in the program And that's as --
originally filed that was 150 percent of federal
poverty or less. Now, in the stipulation, in the
tariff attached to the stipulation there is an
additional qualifier of 60 percent below the state
nmedi an incone level. | don't know if that expands
participation significantly or not, but it is a
different, a slightly different set of qualifiers
t han what we had originally proposed.

Q So it's at |least 69,500 in your estinmate,
but it could be nore?

A | don't know.

Q Do you know how many custoners M ssouri -

American Water has in Rate A?

A. More than 400,000 | believe residenti al
cust oners.
Q Wul d you agree that the -- the m ni num

filing requirements in this case list it as 445, 4457
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A | wouldn't disagree with that.
Q So in -- it's probably not exact, but in
t hat wheel house. Right? So if -- if we take 69, 500

di vi ded by 445, 445, that's about 15.6 percent?

A. That sounds about right.

Q So M ssouri-Anmerican's rates have
I ncreased so nmuch that 15.6 percent of its custoners
need an affordability rate?

A That's not what we're saying. |f you want
to think about the nunbers of custoners for whom we
think that water service, basic water service is nore
than 2 percent of househol d i ncone, that information
Is provided on page 17 in ny direct testinony with
the affordability analysis we provided in this case.

Q But this tariff and the stipulation, and |
don't believe the one in your testinony, was not so
limted by that. It's the incone that if you qualify
for that inconme, you're eligible for this program
|s that correct?

A The eligibility requirenments for the
program are probably larger, would -- would include
nore custoners than the custonmers that we have
estimated fall in the different categories under
page 17, that fall in the charts 5 and 6 on page 17

of my direct testinony.
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Q Have you done any anal ysi s about what the

bal ance of this regulatory asset would be after one
year ?

A. So currently as | understand it, the
estimate of the adm nistrative costs for the program
are approxi mately $30,000 per nonth. | don't know if
that's based on the --

Q But it -- but a significant -- | would say
a nore significant portion of this progranis budget
IS going to be at discount that custoners
participating are given on their bills. 1Is that
correct?

MR. KILE: Your Honor, I'd like to
I nt erpose an objection. He has several tines
interrupted the witness while he was in the m ddl e of
hi s answer before noving to the next question.

JUDGE SEYER: Al right. [I'Il note that.

MR OPITZ: And | agree | have.

JUDGE SEYER  Yes. Well, if we can wait
until the answer is conplete before you ask your
guesti on.

MR OPITZ: Well, I'masking yes or no
guestions for the nost part and if he goes beyond yes
or no, then I'"'mgoing to ask a new questi on.

JUDGE SEYER: Al right.
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BY VMR OPI TZ:

Q O the programthat is stipulated to, have
you prepared an estimate of what that regulatory
asset wll be?

A. As | -- as | said, part of the cost of the
programw || be adm nistrative costs, and we have an

estimate for that. That's the $30,000 a nonth that |
tal ked about before. But | don't know if that
estimate is based on the originally-filed eligibility
requi rements or the stipulated-eligibility
requirenents. M. LaG and coul d probably answer that
qguesti on.

The other part of the adm nistrative costs
will be the cost of the discounts, and that wll be
vari abl e dependi ng on the nunber of custoners that
participate. So | guess to answer your question in
total, no, we don't have an estimte of the total
anount of cost that mght be incurred in the program
over tine.

Q Wul d you agree that if 69,500 custoners

are eligible, that the potential regulatory asset

wll exceed $10 mllion?
A. Oh, | would have to work out the math wth
that. | can't agree to that sitting here.
Q Wul d you agree that if it does exceed $10
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 06, 2025

. . Page 201
mllion, you won't seek recovery?
A No. | wouldn't agree to that either.
Q By putting forward this tariff in your

direct testinony, are you admtting that the Conpany
has an affordability problemw th its rates?

A No. There will always be, there wll
al ways be custoners on any system for whom
affordability of service could be an issue. That is
true that -- that is true as we stand today. Even
absent a rate case, that would be true.

And the goal of the tariff is to try to
mtigate those concerns for the custoners where we
think that's -- where affordability is a concern. So
no, it's not a reflection of whether or not rates are
general |y affordable or not, because there wl|
al ways be sonme group of custoners, unless you're
giving water away for free, there wll also be sone
nunber of custoners for whom affordability wll be an
I ssue. The point of this tariff and the point of
this programis to try to mtigate affordability
concerns for that group of custoners.

Q But you woul d agree you're not giving away
water for free. |I'msorry. That M ssouri-Anerican's
not giving away water for free.

A W are not.
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Q And you woul d agree that the Conpany's

request for 10.75 percent return on its equity wll

have an inpact on the affordability of the rates?
A. Certainly a higher increase granted in

this proceeding relatively -- relative to a | owner

I ncrease granted in this proceeding or no increase

granted in this proceeding woul d have an effect on

affordability of rates.

Q And the return that the Conpany asked for
Is sonething that's within its control. |[Is that
right?
A. Presumabl y.
MR OPITZ: | don't have any nore
guesti ons.

JUDGE SEYER: Al right. [Is there any
cross on behalf of M EC?
M5. PLESCI A:  Just one question.
CROSS- EXAM NATI ON
BY Ms. PLESCI A:

Q My clients haven't taken a position on
this particular issue, but one question | have is is
there anything that would prevent the conpany from
absor bi ng sonme of these costs below the |ine?

A We don't believe that that's necessary or

appropri ate based on the information that we provi ded
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in direct testinony on pages 29 -- or 28 and 29,

section D of ny section on that tariff.

Q | appreciate that, but the question |
asked is is it possible.

A. Wel |, effectively absorbing part of the
cost of the programeffectively is a reduction in RCE
due to the offering of the UAT which |I don't think
that the Conpany woul d agree to.

M5. PLESCI A: Thank you.
JUDGE SEYER: Chair Hahn, you have
guestions?
CHAI R HAHN:  Thank you.
QUESTI ONS
BY CHAI R HAHN:

Q In other -- and |I'mnot an expert on
| ow-i ncone prograns, but | have read sone of the
program gui del i nes for other |owincone prograns and
they do contain both sharehol der dollars and
rat epayer dollars. So are you telling ne that this

has zero shareholder dollars in it?

A This particular tariff offering?
Q That's right.
A Yes. That's true. Now, we have ot her

| ow-i nconme prograns for which sharehol ders do

contribute, but that's not a feature of this tariff
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of fering.

Q Ckay. And is it also true that this
program woul d have no budget or no overall cap?

A. Not as proposed.

Q Ckay.

A. At least in terns of the discounts that
are offered.

Q Yeah. How nmany ot her operating conpanies

wWithin the Mssouri-Amer -- or wthin Anerican Water
Wor ks have sonething simlar to this that is uncapped
Wi th zero sharehol der dollars?

A. The prograns that Anmerican Water -- well,
let me answer it this way. Pennsylvani a-Anerican
Wat er, New Jersey-Anerican Water, |llinois-Anerican
Wat er have | owincone progranms that are designed --
that are designed al nost exactly like this program
None of them have caps.

West Virginia and California have -- al so
have | owi ncone prograns, but they' re not designed
the sane way that these prograns are. |'mnot aware
of any programli ke this that Anerican Water sponsors
or operates where participation is capped at a

certain | evel.

Q Ckay. So you -- in Pennsylvania and New
Jersey and Illinois you have prograns that are
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identical or nearly identical to this?

A Right. D fferent discounts for different
tiers of household incone.

Q Ckay. Are there any sharehol der dollars

that hel p support those prograns?

A Not that I'm aware of.

Q Ckay. What about in West Virginia and
California?

A California, | don't know the answer to.
In West Virginia those discounts are actually funded
by the State through a reduction in a certain type of
tax that the Conpany ot herw se would pay that they
don't pay based on the anmount of discounts that are
provi ded t hrough the program

Q Ckay. So of the 12 conpani es, operating
conpani es of M ssouri-Anerican, five have sone kind
of program three have identical prograns?

A. Nearly identical. The tiers are
different, the dis -- the level of discounts are
different, but the structure is the sane.

Q Ckay. Wuld it be possible for you to
prepare an anal ysis that woul d show under these
assunptions if 69,500 folks, that's the m ni num t hat
woul d qualify without the SM additional qualifier,

that would basically be the floor, what that woul d
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| ook like in the regulatory asset over the next two

Sure. W could do that.

CHAI R HAHN:  Thank you.

THE W TNESS: Yep.

JUDGE SEYER  Are there further questions

fromthe comm ssioners?

THE WTNESS: My | ask a clarifying

guesti on?

BY CHAI R HAHN:

Yes.

| s that an assunption that -- we can do
any | evel of participation that you'd |ike
Do you want to see that for a hundred

participation, 50 percent participation,

di fferent?

| woul d probably run a range of scenari os,

right, and maybe even nodel it off of participation

of your other prograrns.
Ckay.
| know OPC probably has how many fol ks

- percentages of folks that normal ly

participate in | owinconme prograns, but |'mfeeling
unconfortable with what's before ne because | have no

i dea the kind of inpact it could have and | want to
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have a better understandi ng of that.

A Sur e.

CHAI R HAHN:  Thank you.

THE WTNESS: Sure. No problem

JUDCGE SEYER:. Al right. Any other
comm ssi oner questions?

COW SSI ONER M TCHELL: Judge, if | may.
This is Conmm ssioner Mtchell.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q M. Opitz pointed out that Mssouri has a
statutory prohibition against charging custoners in
the sane rate class different rates. And |I'm curious
howis it that this does not run afoul of that
statute?

A | don't have a copy of the statute. |
don't know that | have an opinion on whether this
programis legal or not legal. | can tell you that
it is generally true that the cost of providing
service to custoners that use seasonal use of water
versus custoners that don't is different, and they
are all being, you know, essentially charged the sane

price. So we don't see that this | owinconme program

runs afoul of -- of any of that kind of principle.
Q But they are -- custoners in the sane
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custoner classification would be charged a different

rate. True?

A Can you ask that question again? | didn't
catch all of that.

Q The custoners that qualify are custoners
in the sane rate class that would be charged a

different rate. True?

A The -- today are charged the sane rate.

Q Yeah.

A They are all Rate A residential custoners.
Q But if this is approved and noves forward,

that wouldn't be the case. True?
A Some woul d be eligible for discounts and

sonme would not. So effectively, yes, that would be

true.

Q And |'ve heard the word "pilot" discussed.
And what -- what exactly does that nean, a pilot?

A. |"'msorry, | didn't -- | didn't get all
t he question again, | apol ogize.

Q So |I've heard the word -- |'ve heard this

described as a pilot program Can you tell ne what

t hat neans, a pilot progranf

A To be honest | don't consider this --
well, the tariff is |listed as a pilot program
don't -- tonme | don't think that it needs to be a
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pi |l ot program because we have operated prograns |ike

this in other states and we're pretty well-versed on
how this works. Wether it needs to be or should be
called a pilot programfor the purposes of M ssouri
regulation is probably better addressed to a
different witness than ne.

Q kay. Are you famliar with other pil ot
prograns that have been approved or authorized by the
Comm ssion that don't have an end point or don't have
performance netrics or don't have a stated goal or
data set that they're trying to be eval uated?

A. | amnot, but I -- but I alnpost -- | also
nmust confess that |'mnot conpletely conversant on
other pilot prograns that electric or gas utilities
in Mssouri may have asked for approval fromthe
Comm ssion for. Again, that was probably a question
that woul d be better addressed to sonebody el se.

Q Al right.

A And |I'm | ooking at the OPC witness when |
say that, so.

Q kay.

A Who appears to be nodding his head in
agr eenent, so.

Q Thank you. Are there differences between

what was originally proposed as the UAT and what is
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now bei ng proposed as the pil ot progranf

A The only difference that |I'maware of is
the qualifier of state nedian i ncone that was
included. And it also appears that the -- well,
there -- | should say -- I'msorry. There are a
couple of differences. One is the inclusion of the
state nedian incone qualifier. Another is that the
this appears to apply to water and not to wastewater
whi ch was not our original intent, but | think -- |
think we are fine wth.

The other issue, the third issue is there
I's, as has been discussed, a tariff provision that
says at the end that all custoner discounts,
adm ni strative fees, and other programcosts wll be
deferred to a reqgqulatory asset for recovery in the
next rate case. Oiginally we had built in a |evel
of discounts under an assuned | evel of participation
in our rates. This tariff |anguage woul d appear
to -- to negate that and there woul d not be any
di scounts built into rates which would | ower the
vol unetric rate sonewhat and all of that would be
addressed at a |later date.

Q And | guess the other difference would be
the insertion of the word "pilot" into the |Ianguage?

A Yes. Yes. For whatever -- for whatever
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pur pose that serves, yes.

Q And just bear with ne a little bit. If it
iIs a pilot program what -- what is it that we're
| ooking to study or test or what -- what would be the
performance netric of whether the pilot was
successful or unsuccessful ?

A Well, again, | personally don't consider

this to be a pilot programin the -- in the truest
sense because Anerican Water has these prograns in
other states. | -- | think | would again defer to an
OPC w tness who m ght be able to better answer that
guestion than nme. Particularly because it pertains
specifically to Mssouri regulation that they may be
nore conversant on than | am

Q Thank you. And at the end of the day is
the effect on, you know, the general popul ation of
ratepayers really the transfer of what woul d
ot herwi se be bad debt to a regul atory asset than
woul d -- than would automatically be recovered in the
next rate case?

A Can you ask that again pl ease?

Q At the end of the day is the net effect of
this programto be a transfer of what woul d otherw se
be bad debt to a regulatory asset that would then be

automatically recovered by the Conpany in the next
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rate case?

A Well, I would say two things. One, |
think that we woul d expect that bad debt expense
woul d go down general ly because of the existence of
this program just because custoners who m ght be
facing that issue nore who participate in the program
will have lower bills. | think that the next effect
of this programw | be that water service wll be
affordable to nore custoners with the programthan
Wi t hout the program regardless of what the
adm nistrative or level of discounts m ght turn out
to be.

Q But fair to say the discounts and
adm ni strative costs are sinply transferred to the
bal ance of the ratepayers. |s that correct?

A Well, all ratepayers will pay for them so
iIt's not transferred to just nonparticipating
custonmers. All -- all custoners wll pay for them
assum ng that at sone point all of that is included

in rates. But the discounts that are offered to

qualifying custoners will -- will result in an
overal |l inprovenent of affordability across the
system

Q Well, | think sone rates would go down and

some woul d go up, but the net effect on the Conpany
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woul d be zero. Correct?

A Utimtely, yes.
COW SSI ONER M TCHELL: Thank you,
M. Rea. That's all the questions | have.
JUDGE SEYER Al right.
QUESTI ONS
BY JUDGE SEYER:
Q M. Rea, to kind of piggyback on
Comm ssioner Mtchell's questions about this being a
pilot program the -- the actual -- trying to think
of the right word -- but | guess what creates this
programis this tariff sheet and it's a single
tariff, single page. Correct?
A Yes.
Q Ckay. Looking at that single page, |
don't see anything that discusses how long this pilot

program m ght |last. Do you see that?

A. There is nothing in the printed tariff
page that discusses that. | would agree with that.
Q And nothing that really addresses any

metrics on the success or failure of the progranf

A | would agree with that.

Q Ckay. So as it stands here, we don't know
how | ong this would be a pilot programversus a

per manent program or what have you?
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A. | don't, no.
Q kay. |I'mafraid you're going to ne tell
me | shouldn't ask this witness, but I'mgoing to
refer -- I'"'mgoing to refer to the Conpany's w tness
Brian LaGand. He has in his direct testinony,
page 35 -- let ne find that. The question posed to

hi mwas: Describe the regulatory treatnent you're
requesting for the UAT cost.

And his answer is: The Conpany's
requesting that actual costs associated with the
di scounts be captured through the RSM and that costs
associated with the adm nistration of the program be
recorded and deferred to the Conpany's next general
rate base.

So ny question is if the Comm ssion does
not approve an RSM how woul d those actual costs

associated with the --

A well, that --
Q -- program be recovered?
A. Yeah. That -- that feature would not

apply under the stipulation. And | apologize to the
Commi ssioner. | should have nentioned that as

anot her -- as another change. Oiginally the Conpany
proposed that the discounts be recovered through the

RSM  Under the tariff sheet, under the stipulation
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t hose di scounts woul d not be recovered currently

under any nechanism so it would not be recovered
t hrough the RSM

JUDGE SEYER. Ckay. All right. That's
all the questions | have. Any recross on behalf of
Staff?

MR. VANDERGRI FF:  Yes, your Honor.

RECROSS- EXAM NATI ON

BY MR VANDERGRI FF:

Q | believe that MECG and Comm ssi oner
Mtchell asked you about seasonal costs. What is the
rel evance of seasonal costs with regard to custoners
in this proposed tariff and the other custoners in
this that you're targeting?

A One of the argunents that's comonly nade
against a programlike this is that it anmounts to a
subsi dy from hi gher-incone custoners to | ower-incone
custonmers. The point of the analysis that we
provided in direct testinony is to show that in nmany
cases, higher-inconme custoners that have significant
seasonal use of water are actually being subsidi zed
by | ower-incone custoners and ot her custoners who do
not have seasonal usage of water. And there is a
strong correl ati on between seasonal use of water and

i ncone.
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And so what we're trying to show is that

part of what this programis doing is actually sort
of reversing a subsidy that already exists that's
going from |l ower-inconme custoners to higher-incone
custoners. That's the rel evance of the discussion
around seasonal water usage.

Q So we tal ked about cl asses and the
legality of it. To your best recollection what
cl asses do we have right now?

A. | think of it in terns of rate cl asses,
and there are three: Rate A which -- well, Rate B
which is sales to resale, Rate J which is large
users, and Rate A which is effectively everybody
el se.

Q Al right. So you would say that everyone
in those classes are simlarly situated wwthin their
class. Correct?

A. | wouldn't necessarily say that. W
certainly have residential custoners, snall
comerci al custoners, public authority custoners, all
of which are in Rate A

Q And with that do you discrimnate between

any of those within their class?

A Well, | nmean, if you're asking if | think
that Rate Ais discrimnatory on its face, | am not
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prepared to answer that question --

Q Al right.
A. -- yes or no.
Q So you do not know -- all right. Well,

what |'mgetting at is between the federal poverty
| evel which is tiered, are you going to be

di scrimnating between the tiers, whether that be
the 150 tier? Are you going to be discrimnating
bet ween any of the tiers within each |evel ?

A Well, there will be different discounts
for different tiers. | don't know that -- to nme that
doesn't necessarily qualify as discrimnation. But
there will be different discounts as proposed for

different tiers.

Q So you're saying -- so your answer is that
they will all be treated the sane within their tiers?
A. Yes.

MR. VANDERGRI FF:  No further questions.

JUDCGE SEYER: Any recross on behal f of
Publ i ¢ Counsel ?

MR CLIZER | do not think it would be a
good use of time for nme to recross M. Rea on this
I ssue. However, | do want to point out that a |l arge
nunber of the questions that have been posed to

M. Rea by the Comm ssion and the Bench and the
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concerns that have expressed are itens that can be

directly addressed and expl ai ned by the OPC w t ness
Dr. Geoff Marke who I w Il nake available. |
encourage you all in the strongest ternms to pl ease
ask Dr. Marke the sane questions that you posed,
especially those that M. Rea suggested he was not
able to answer. Wth that, | have no further
statenent. Thank you.

JUDGE SEYER: All right. M. Coffman, on
behal f of Consuners Council of M ssouri?

MR. COFFMAN:.  Thank you.

RECROSS- EXAM NATI ON

BY MR COFFMAN:

Q Thank you, M. Rea. | just -- there were
guestions. Let's see. | know you're not an
attorney, but have -- have you | ooked at the statutes

that are relevant to discrimnation based on class in

the M ssouri statute?

A Specifically in Mssouri?

Q Yes.

A. No.

Q Ckay. Well, | just want to ask you then
about the -- the budget. You know, there was --

M. Opitz tal ked about the 69,500 custoners that may

potentially qualify. Are you famliar with the
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nunbers, with the simlar prograns in New Jersey,

Pennsyl vania, and Illinois as to how many custoners
m ght qualify under the eligibility in those states
and how many people actually wi nd up taking advantage
of the programthere?

A Yes. The Pennsylvania programis by far
t he nost successful in terns of participation. It's

al so by far the ol dest.

Q How many years has it been in place?

A Many. | don't know exactly.

Q More than 307?

A | don't know about nore than 30.

Q Ckay.

A Certainly nore than -- well, certainly --

it's certainly nore than ten.

Q Ckay.

A And -- and participation levels in that
program | believe are 35 to 40 percent approxinmately.
The programin New Jersey is practically brand new.
The programin Illinois is a couple of years old. |
don't know what the participation |evels are there,
but | think they're less than 10 percent.

Q Ckay. So with a very mature program
that's been around a long tine, the penetration into

the eligible custoners is still only 30 percent give
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or take?
A Currently, yes.
Q Ckay. And so for the brand-new programin

New Jersey, do you have a sense of how long it takes
for -- has taken for that programto get up and

running? Like, how -- |like how many -- do you know
how many custoners were in the first or second years

of that progranf

A No. | don't think it's a year old even,
but no, | don't.

Q Ckay. But in your experience wth these
type of prograns, would you -- would not -- wouldn't
you expect it to be a very -- atrickle at first, a

very small nunber that would ranp up over tine as the
program kind of got its feet under itself?

A Cenerally, yes. W would expect it to
ranp up over tinme. W would expect initial
participation to be relatively | ow.

Q But as far as the budget, as far as what
M ssouri - Ameri can Water Conpany's expecting is, there
would be a little over $300,000 for dollar energies

i npl ementation. Correct?

A Yes.
Q So an --
A. Yes.
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Q So an annual cost of -- do you know what
the nunber is? Is it 320,000 maybe or is it --
A |''m not --
Q Per -- what is dollar energies cost per
year ?
A. The estimate that's current that |

understand is in place is $30,000 a nonth and so that
woul d be $360, 000 a year.

Q Ckay. So 360,000. And then the -- but
the -- the really difficult part of trying to
determ ne the budget is how many of the 69, 500
custonmers mght find out about the programand foll ow
t hrough and be qualified?

A Right. And | believe the Chair has asked
for an anal ysis of what those costs m ght be under
different potential participation scenarios, which we
can do.

Q As you -- and since this is based on very
simlar inconme qualifications as the LIHEAP energy
pro -- energy assistance program are you famliar
wi th how many people who would qualify for LI HEAP
assi stance actually get it nationally or in Mssouri?

A | don't know.

Q Wul d you be surprised if it was in the

area of 25 percent?
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A | woul d not be surprised.

Q Ckay. And so when you perform your
vari ous scenarios for the Conm ssion, | assune you're
going to include sonething in the 25, 30 percent
range as a potential nunber?

A Sure. That's why | asked.

Q Yeah. But would you even expect it to be
that high in the first couple of years of the
program based on your experience in inplenenting
t hese prograns?

A wll, we would -- we would -- | didn't say
the Conpany is happy with participation |evels
anywhere it's got.

Q Ri ght.

A. And, | nmean, to be -- to be sure we have

been asked in Pennsylvania to figure out ways to ranp
It up.

But to answer the question, would we
expect to see sonething north of 25 percent in the
first year or two? | think we would be doing
exceeding well if we got to that |evel of
participation off the bat. Of the start.

Q And under the stipulations that have been
filed thus far, there would be quarterly neetings

anongst the interested parties to | ook at the nunbers
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and to tal k about ways to pronote it and to nmake sure

that the budget is comng in, you know, as expected,
Ri ght ?

A. Well, certainly there's a provision for
quarterly neetings. And | presune that that would be
a topic of interest.

Q And is it -- is it not true that M ssouri -
Anerican Water, as long as it's using a W5l RA
surcharge, is going to have to cone back here at
| east three years fromnow, if not sooner, for
anot her rate case?

A. | presune that that's true, but that's a
guestion that you would need to ask M. LaG and.

Q Okay. So given that the stipulation wuld
have all these costs put into a deferral neans that
there would be no cost as a result of this case under
t he non-unam stipul ation and that whatever cost is
coll ected over the next one, two, or three years
woul d then be conpletely under this Conm ssion's

control to decide what happens in the subsequent

case?
A Both of those things are true --
Q And so --
A. -- to nmy know edge.
Q -- in the sense that this is the first
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experience with a water programin Mssouri that that

anmount woul d then be, in a sense, this interimperiod
woul d be a pilot programand the next rate case would

be when the Comm ssion would be eval uati ng that

pi |l ot.

|s that a fair assessnent of the stip?

A You could ook at it that way.

MR. COFFMAN: That's all | have. Thank
you.

JUDGE SEYER: Al right. M. Opitz.

MR, OPITZ: Hopefully briefly, your
Honor .

RECROSS- EXAM NATI ON

BY MR OPI TZ:

Q M. Rea, Comm ssioner Mtchell and | --
and | can't read ny witing on the exact phrasing.
He asked you a question about bad debt expense and
the relationship to this being a pilot program Do
you recall that |ine of questioning?

A | do.

Q Do you know t he anobunt of bad debt expense

that M ssouri-American has included in its case this

year ?
A. | personally do not. That would be a
guestion better asked of another -- or another
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M ssouri-Anmerican W tness.

Q Wul d you disagree that it's around, in
year 2023, $3.08 mllion?

A. | don't have an opi nion.

Q To the extent that this program coul d be

classified as a pilot with the goal of reducing bad
debt, | understand that's not your view, but to the
extent that that were the case, would it make sense
to have a program budget that exceeds the possible
savi ngs by avoi di ng your budgeted bad debt expense?

A Yes. It -- it nakes sense to ne that the
adm ni strative cost of the program woul d be higher
t han what you woul d expect to save on bad debt
expense because the purpose of the programin ny
opinion is not to reduce a bad debt expense. The
purpose of the programis to make service affordable
for as many custoners as we can. To ne, that's the
poi nt of the program

Q So to the extent that it is characterized
as a pilot, you would say that bad debt is not one --
bad debt reduction is not one of the outcones you are
prioritizing with this tariff?

A Well, | don't believe that the program
shoul d be categorized as a pilot programfor the

pur pose of | earning sonething that -- that we
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ot herw se don't know because, as | said, Anerican

Wat er has operated these prograns in other states
pretty successfully. So | don't really have an
opi ni on of what netrics ought to be included as part
of the designation of this being | abeled a pil ot
program because |'mnot sure that it -- other than
for regulatory or |egal expediency, | don't believe

it should be a pilot program

Q But, | nean --
A. W' ve --
Q Legal expediency is a pretty big

consideration that a State agency should keep in
m nd. Wuld you agree?

A Vell, we've called this a pilot programin
the stipulation. As | have said, | amnot as
conversant on what that neans in terns of M ssouri
| aw or regul ation than other w tnesses who have
signed on -- or other parties that have signed on to
the stipulation. So | don't knowthat I"'min the

position to answer that question.

Q Ckay. And you're not an attorney?
A. | am not.
MR OPITZ: Ckay. | have no further

questions. Thank you.

JUDGE SEYER: Al right. |Is there any
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cross on behalf of M EC?
M5. PLESCI A:  No, thank you, your Honor.
JUDGE SEYER: Redirect by the Conpany?
M5. N EMEI ER.  Just one question.
REDI RECT EXAM NATI ON
BY MS. N EMElI ER
Q | s there a reasonabl e basis to charge
different rates for eligible custoners in each
category on the tariff?
A Can you ask that again?
Q Yes, | can. In the tariff as proposed, in

t he program as proposed --

A Do you nean as stipulated to?

Q Yes.

A. Yes.

Q | s there a reasonabl e basis to charge

different rates for different custoners?
A. Are you asking is there a reasonabl e basis
for different discounts for different | evels of

househol d i ncone?

Q Sur e.
A Yes. And that generally is provided --
well, at least that was originally proposed, provided

in the analysis on page 26 of ny direct testinony

where we're trying to figure out what |evels of
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di scounts woul d be needed at different | evels of

househol d i ncone to get custoners' water -- basic
wat er service down bel ow 2 percent of househol d
i ncone. That's the basis for how we proposed the
di scounts originally, and that's al so the basis for
why we stopped the discounts at a tier of 150 percent
of federal poverty |evel.

M5. NIEMEIER:  Nothing further. Thank
you.

JUDGE SEYER: Thank you, M. Rea. You
may step down.

THE W TNESS: Thank you.

JUDCGE SEYER: Does the Conpany have any
further witnesses on this issue?

M5. NIEMEIER. W do not.

JUDGE SEYER: Does Staff have any
W tnesses they'd like to call?

MR. VANDERGRI FF:  Yes, your Honor. We'd
like to wel cone Scott d asgow.

JUDGE SEYER Al right. M. d asgow has
his right hand raised. | appreciate that.

(Wtness sworn).

SCOIT GLASGOW
the w tness, having been first duly sworn,

testified as foll ows:
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JUDGE SEYER: Al right. Thank you.
DI RECT EXAM NATI ON
BY MR VANDERGRI FF:

Q M. d asgow, please state your nane and
spell it for the court reporter.

A Scott & asgow, S-c-o0-t-t GIl-a-s-g-o0-w

Q How are you enpl oyed?

A | am a senior research data analyst in the
custonmer experience departnment with the Public
Servi ce Conm ssi on.

Q Did you prepare or caused to be prepared
testinony in this matter marked as Exhibit 205?

A | did. | did.

Q Ckay. Do you have any changes or
corrections for your testinony?

A | do not.

Q Are the answers contained in that
testinony true and correct to the best of your
know edge and belief?

A They are.

Q If | were to ask you the sane questions
t oday, would your answers be the sane?

(Cell phone interruption.)

THE WTNESS: ['mso sorry. They woul d.

MR. VANDERGRI FF: | nove for the adm ssion
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of Exhibit 205 into evidence. rage sl

JUDGE SEYER: Al right. |Is there any
obj ection to the adm ssion of Exhibit 205? All
right. Hearing none, 205 is admtted.

(Staff Exhibit 205 was adm tted and nade
a part of this record.)

MR. VANDERGRI FF: | tender the w tness
for cross-exam nation.

JUDCGE SEYER: Al right. Does the
Conpany have any cross-exam nation?

M5. NI EMEIER.  No questions.

JUDGE SEYER: Al right. Public Counsel?

MR. CLIZER No questi ons.

JUDCGE SEYER:  Consuners Council ?

MR. COFFMAN:  No questi ons.

JUDGE SEYER:  MECG?

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

JUDCGE SEYER: M EC?

M5. PLESCIA: No questions, your Honor.

JUDGE SEYER  Any questions fromthe
comm ssioners? Al right. M. dasgow, you're free
to go.

MR. COFFMAN:  Your Honor, are you -- are
we ready for M. Colton again.

JUDGE SEYER: According to the schedul e
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" m | ooking at, yes.

MR. COFFMAN. M. Colton, are you on
there? He figured out how to turn on his canera.
There he is. Ckay.

JUDGE SEYER Al right. M. Colton, |
pl aced you under oath earlier and | wll turn it over
to M. Coffman.

(Wtness previously sworn).

ROGER COLTON,
the w tness, having been first duly sworn,
testified as foll ows:
DI RECT EXAM NATI ON
BY MR COFFMAN.

Q kay. Good afternoon, M. Colton. You're
al ready sworn and your testinony is already in the
record, Exhibit 450. You have nmany pages on
affordability in the universal affordability tariff.
And so is that -- is that not correct, your testinony
is in Exhibit 4507

A It is.

MR. COFFMAN.  And so | now offer
M. Colton for cross-exam nation.

JUDGE SEYER: Al right. Any cross by
MECG?

MR OPITZ: No, thank you, your Honor.
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JUDGE SEYER: M EC?

M5. PLESCI A: No questions, thank you.
JUDGE SEYER  Public Counsel ?

MR. CLIZER No, thank you.

JUDGE SEYER:  Staff?

either. So thank you for your testinony.

MR. COFFMAN. M. Colton --

THE W TNESS: Thank you, your Honor.

MR. COFFMAN. M. Colton is excused |
assure.

JUDGE SEYER  Yes.

MR. COFFMAN. Thank you.

JUDCGE SEYER: According to ny schedul e
that would lead us to Dr. Marke --

MR CLIZER  Correct.

JUDGE SEYER: -- for Public Counsel.

Al right.

(Wtness previously sworn).

DR, GEOFF MARKE,

you.
JUDGE SEYER: M ssouri - Aneri can?
M5. NIEMEIER. No questions, thank you.
JUDGE SEYER: Any questions fromthe
comm ssioners? Al right. | have no questions

Page 232

MR. VANDERGRI FF:  No, your Honor, thank
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the witness, having been first duly sworn, rage 2
testified as foll ows:
JUDCGE SEYER: Go ahead, M. di zer.
MR. CLIZER  Dr. Marke has been sworn,
his testinony's been offered. | tender the w tness.
JUDCE SEYER: M. Coffnman, any cross?
MR. COFFMAN. Yes, | think I have a
coupl e.
CRCSS- EXAM NATI ON
BY MR COFFMAN
Q M. Marke, there has been sone di scussion

about the fact this is a deferral, and we don't have
a particular budget in this stipulation. Could you
opi ne about what you think about the appropriate
expectation of the cost of this programover say the
first one, two, or three years of it if it's
approved?

A. It's a good question. It was top of m nd
with a |l ot of people when we were putting this
together. So what gave ne confort in noving forward
with this is that you' ve got other exanples in other
states. So, | nean, Pennsylvania, it's -- | heard
that it's a programthat's been around for 30 years.
So for 30 years you're getting, at best case

scenari o, 40 percent of the eligible people have
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applied for that.

We're not going to get anywhere el se near
that. | nean, based off of our experience wth other
I ncone-eligible prograns, it's going to be a
chall enge. Now, |I'mnot -- you know, |'m optimstic.
We'll -- we'll get people applied, but it's not going
to approach the sort of levels that | think that are
going to cause problens in a future proceedi ng, at
| east in the near future.

Q So, M. Marke, isn't there a benefit to
this being treated a deferral between now and the
next rate case such that we don't set a budget or try
to put too nuch into the revenue environnment now not
knowi ng how many people wll take advantage of it?

A And that was the logic behind it. You
know, the one cost that we did have an estimate for
was the adm nistrative overhead cost. So we've got a
third-party inplenenter out of Pennsylvania that's --
that adm nisters the other American Water prograns.
And they admnister it in other states. So we

cross-checked references there. W felt confortable

with that.
You know, I'moptimstic we can actually
| ower those costs noving forward. W' ve got -- |'ve
started conversations with Social -- Departnent of
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Soci al Services about a -- an app that they're

exploring right now, a Steadyl Q app which woul d nmake
It easier for custoners that -- it's incone
verification is what it is and it nmakes easier if you
get SNAP or LIHEAP or any other, you know, governnent
subsidy prograns. Because that's the real chall enge
IS just people not having their paperworKk.

Q | don't think that you' re not an attorney,
are you, M. Marke?

A. | " m not.

Q Have you at least -- | know you' ve
anal yzed these issues froma variety of directions.
Have you | ooked at the statute that has sonetines
been called antidiscrimnation statute in M ssouri?

A. I"'mfamliar with it.

Q Does that statute have any requirenent as
to what the custoner classes should be for any
particular utility?

A No.

Q So it doesn't even nandate that there be a
residential, commercial, small business, no rate A
B, C Dor anything? That's all within the

Comm ssion's discretion to define the cl asses.

Correct?
A That's nmy under st andi ng.
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Q And the statute doesn't even prohibit all

di scrim nation between cl asses, just that

discrimnation that is undue. Correct?
A Correct.
Q kay. Has -- are you aware of any court

cases that have addressed whether a | owincone rate

isillegal in Mssouri?
A "' m not aware of any.
Q And are you aware that there is pending

| egislation in the state capitol right now that m ght
put a new set of laws and -- or rules in place with
regard to | owincone rates?

A | am-- | amfamliar wth that, yes.

Q And so if this, the thing before us today,
the universal affordability tariff is put into place
as a pilot, it would presumably or it could possibly
be -- when it's evaluated, there will be new laws in
pl ace that could be addressed at that tine?

A Yes.

Q Okay. And, but just back to the issue of,
you know, how fast this programis going to ranp up.
Are there any ot her exanples that you've experienced

in Mssouri with new prograns of this type and how

qui ckly they were -- they got up and running?
A So, you know, |I'll give you a little
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history on this. ['lIl try to be quick. W
haven't -- we've explored the |owincone rates a
couple of tinmes on Mssouri-Anerican Water. Very,
very, very small prograns. St. Joe, in Mexico. It

was effectively a discount on the custoner charge.
The problens with this prograns were really the

i npl enenter at the end of the day, was just
overwor ked and we did not get enough people signed up
for it. So, you know, the -- those were pil ot
prograns. They were technically rate design or rate
tariff prograns.

But historically what the Comm ssion's
approved have been bill assistance progranms. And I
differ -- I think there is a difference. The Keeping
Current's probably the nost obvious exanple of this.
That's a programthat's designed to go ahead and keep
exi sting custoners current on their bills. [It's not
nmeant to be indefinite; it's a two-year program And
that's a programthat's funded 50/ 50 by ratepayers
and shar ehol ders.

This is different. This is a program
where it's effectively you're eligible, this is going
to be -- you know, it's -- it's a LIHEAP program
effectively and a huge di scount that's going to be

moving forward, so. This is newterritory for us
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nmovi ng.

And if the Comm ssion approves this, what
wll they get out of it. A really good valid data
point, | nean, quite frankly noving forward. You
know, again, reasonable m nds can absolutely differ
over what the thresholds should be. Again, we were
confortable with it because these were sane
threshol ds that were offered in other states that did
not, at least initially, see the uptick that would
cause a huge rate shock, you know, noving forward.

So wth those variables in place, the fact that we're
going to be neeting on a quarterly basis and | ooki ng
at this data and | -- there's going to be a |ot of
eyes on this because this is the first of its kind, |
do feel confortable with it noving forward.

MR. COFFMAN: | have no further questions.

JUDGE SEYER: M. Bednar, do you have any
cross on behalf of the Gty of Riverside?

MR. BEDNAR | do not, your Honor.

JUDGE SEYER Al right. M. Opitz, on
behal f of MECG?

MR OPITZ: No, thank you, your Honor.

JUDGE SEYER: Ms. Plescia on behal f of
M EC?

M5. PLESCI A: No questions, your Honor.
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JUDGE SEYER Staff? reoes
MR. VANDERGRI FF:  Just one.
CRCOSS- EXAM NATI ON
BY MR VANDERGRI FF:
Q So you've said that, you know, there's no
statute, nothing in the statute that says that
di scrimnation or even these classes are illegal.
Ri ght ?
A | think I understand the question. | do

not believe that's the case.
Q Al right. Thank you. Now, you also
heard that |arger custoners |ike businesses may be

subsidizing this program Do you believe that that

IS true?
A. | think at this point it would remain to
be seen. | nean, we'll -- we'll -- this is going to

go into a deferral account at the end of the day.
And | think I would caution with the word "subsidy"
in what we're doing here. And M. Rea just
articulated -- and that really is just the whole
basis of his testinony was that that is
counterintuitive, that you' ve got |owincone
cust oners.

And if you think about it |ogically, think

custoners in apartnent, right. These are custoners
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that are nost likely going to | aundromats, to go

ahead -- and they're paying extra for water use for
this. They're not watering |lawns. They don't have
pools. That's effectively the group you' re talking
about. And what M. Rea's analysis -- and it's
generali zing; you know, there's going to be exanpl es
where custoners are going to fall out one way or the
other -- but on a whole, that subset of custoners,
you coul d make an argunent, are actively subsiding
ot her custoners that have nuch hi gher use during --
particularly in the sunmer.

Q Thank you. And to follow that up,
let's say that there is a risk to these custoners
or these business classes. Wat do you think that
risk is with regard to the universal affordability
tariff?

A At this stage, very, very |ow just
because, again, | don't think we're going to get the
nunbers that -- | understand where M. Qpitz is
tal king about, but I -- | -- the 69,000 custoners and
we're -- roughly a half a mllion custoners in total,
but we're not going to get 69,000 custoners in the
two years that we're tal king about. And even then
there's all sorts of additional questions to ask. So

this is not a black and white issue.
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MR. VANDERGRI FF:  No further questions.

Thank you, Dr. Marke.

JUDGE SEYER: Al right. Any cross on
behal f of the conpany?

M5. NIEMEIER  No, thank you.

JUDGE SEYER: COkay. Do the conm ssioners
have questions?

COW SSI ONER M TCHELL: | do, Judge.

JUDGE SEYER Al right. Conm ssioner
Mtchell.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q And this is a question | asked M. Rea and
he -- he deferred to you, but. So do we have any
other pilot prograns in the state that have been
approved by the Comm ssion that don't have a tine
limt or don't have a budget limt, don't have
limting -- really any limting factor or perfornance
metrics attached to thenf

A. It's a great question. | would say since
|'ve been here, all of the |l owincone prograns have
been couched as pilot prograns. Qut of, | would
characterize it as out of an abundance of cauti on,
and parties have effectively been okay with that.

And we' ve taken that opportunity to learn fromthose
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prograns and adjust them accordi ngly.
As far as the budget is concerned, the
cl osest exanple of that would be past M ssouri -
Anmerican Water cases which were nuch, nuch, nuch,
much smaller in scope. So this is -- this is sort of
a first inthat area. | wll say we do have annual

budgets for other prograns. And in those cases we

al nost al ways overbudget. W plan for overbudgeting
because we never want to be in a position where we're
actually, you know, we've hit that mark and we're
turning custoners down during, you know, the holidays
or whatnot. So there's usually a rollover function
that -- that takes place.

And | don't -- | don't believe |I know what
the third part of that question. Onh, tinme limts.
They' re exam ned periodically is the short answer.
And in any given rate case, you know, parties are
free to go ahead and adjust the prograns, you know,

di scontinue -- we've -- you know, we've discontinued
prograns. We've reevaluated thementirely. You
know, | -- that | think is going to be on the table

for this one as well.

Q Be fair to say that for this instance
there's -- there's not a budget or tinme limt
established in the -- in the | anguage?
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A There isn't in the | anguage, but, yeah, |

woul d say we are absol -- we will absolutely be
evaluating it and judging it on the quarterly calls.
Clearly in the next rate case that's going to be a
topi cal issue.

And we do have netrics that we can point
to. And the easiest exanple, you've already

identified one in terns of arrearages, but

di sconnecti ons. | mean, this is the other obvi ous
one. You know, we -- we know fromthe data docket
that the Comm ssion -- the rul emaki ng process and the

Comm ssion staff just finished up a report here a
nmont h ago that | ooked at those annual nunbers across
utilities. Anerican Water, you know, they're
di scontinuance in any given nonth was a | ow end
of 176 custoners to a high end of 2,155 custoners.
So that would be one area that we could | ook at.
Again, it's -- it's not a |lot of sanple at that
poi nt, but, you know, this is a start and there's
going to be sonme sense-making with it.

Q Do you think this tariff could
I nadvertently create disincentives for |owincone
custoners to perhaps have to choose between an
increnental -- increnental advance in their pay or

taking a different job that paid better to nove them
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out of a poverty classification for fear of |osing

t he di scount ?

A You know, that is a really good questi on,
and | think that's one that will always persist with
any sort of incone-eligible program As a whol e, no.
You know, | don't think that that'll be the case, but
you need to look at it inits totally.

| mean, | think what you can say and |
think what -- there is a |ot of fear anpong | owi ncone
advocates right nowis that a | ot of existing
subsidies to keep them afl oat are drying up in other
cases. So, for exanple, post-COVID we -- the Federal
Governnment had what they called LIHMP. |t was a

| ow-inconme LIHEAP programthat provided a subsidy.

And that's -- that's no longer in service. You know,
there's -- there's other exanples |ike that, but
clearly there's going to be -- you know, if we hit an

inflationary period, then it continues or it becones

nore exacerbated or, you know, there's a down -- a
further dowmnturn with the econony, | -- this program
shoul d hel p.

COW SSI ONER M TCHELL: Thank you,
Dr. Marke. That's all the questions | have.

JUDGE SEYER  Chair Hahn.

CHAI R HAHN:  Just one.
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QUESTI ONS
BY CHAI R HAHN:
Q Keepi ng Current does have sharehol der
dol | ars attached, but in this, there's no sharehol der

dollars attached. Talk nme through that rationale.

A. It's a great question. | think context is
inportant. It's different in its design. So, you
know, there's a bill assistance programthat usually

has further details that | think differentiate it
fromjust a straight incone-based discount, right.
There's seniors, for exanple. There are, you know,
custoners that need -- Keeping Current is also half,
Keepi ng Current and Keeping cool, so that woul d be an
exanple of that. O there's atine limt. For
Keeping Current it's two years.

This -- this doesn't have that. W
didn't know exactly what the magnitude of the cost
would be. And I'll put it this way. | think because
we're deferring the dollars into future rate case,

parties are free to argue whatever they want at that

poi nt .
CHAI R HAHN: Under st ood. Thank you.
JUDGE SEYER: Yes, Comm ssioner
Kol kneyer .
COW SSI ONER KOLKMEYER:  Thank you.
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QUESTI ONS
BY COW SSI ONER KOLKMEYER

Q Good afternoon, Dr. Marke.
A. Good afternoon.
Q Are there any other water conpanies in

M ssouri that offer subsidies to | ow incone or
di scounts or one class is subsidizing another class?
A Anmerican Water is by far the biggest water
utility in the state, so every other snmaller water
utility -- Confluence cones close -- there are no
| ow-inconme and | don't think there are any econom c
devel opnent subsi dies on the conmmercial side for
t hose other custonmers. But Anerican Water does have
it. Triunph Foods is an exanple of that, of sonebody
that is being subsidized by other custoners.
Q LI HEAP, that's -- you're elig -- | nean,

water is an eligible utility. Correct?

A. No.

Q No?

A. No.

Q Ckay.

A Yeah. So they had a program for about two

years post-COVID that was LI HEAP, but that's been
di sconti nued.

Q But ny recollect -- recollection of
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LI HEAP, a consumer gets so nuch noney and they deci de

whether it's going to go to electric --

A Ri ght .

Q -- or gas or what utility they need it to
go to?

A That's correct.

Q Yeah.

A That's fair.

COW SSI ONER KOLKMEYER:  Thank you.

JUDGE SEYER: Al right. M. Coffnan, do
you have any questions?

MR. COFFMAN:  No, your Honor.

JUDGE SEYER: Al right. M. Bednar, any

recross?

MR, BEDNAR: No, your Honor.
JUDGE SEYER® M. Opitz?
MR, OPITZ: No, thank you, your Honor.
JUDGE SEYER Ms. Pl escia?
M5. PLESCIA: No questions, your Honor.
JUDGE SEYER M. Vandergriff?
MR, VANDERGRI FF: No, your Honor.
JUDGE SEYER: And Ms. N eneier?
M5. NI EMEIER:  No, your Honor.
MR. CLIZER  Very, very quick redirect.
JUDGE SEYER  Yes.
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MR CLIZER  Sorry.
REDI RECT EXAM NATI ON

BY MR CLI ZER

Q For the sake of the record, it was
menti oned LI HEAP. That was the Low I ncone Home
Energy Assistance Program Correct?

A. Yes.

Q And just to make sure this is clear,
LI HEAP dol | ars can be applied towards a water bill?

A. No.

Q Ckay. They are only applicable towards
gas and electric?

A Yes.

Q And again, for the sake of the record,

LI HMAP woul d be Low I nconme Water Assistance Progranf

A It is. LIHMP also has anot her
connotation on the electric side, but for -- for the
record, there -- for tw years there was a | ow i ncone
assi stance programcalled LIHMP. It's just the W
mean -- indicating water.

MR, CLIZER Al right. Thank you. That

was it.
JUDGE SEYER: All right. Thank you,
Dr. Marke.
THE W TNESS: Thank you.
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JUDCGE SEYER: Unless there's an
objection, | think it would be appropriate to take a
break here. So let's go off the record and reconvene
about ten after 4:00.

(O f the record.)

JUDCGE SEYER: Al right. Let's go back
on the record. W are ready to nove on to the issue
of Revenues. |s that correct? GCkay. Are there mni
openi ng statenents on this issue?

MR CLIZER  Yes.

JUDGE SEYER: Then t he Conpany.

MR. KILE: Your Honor, 1'll be very
short --

JUDGE SEYER M. Kile.

MR KILE: -- in the interest of getting
to the w tnesses quickly.

The real issue on revenues that's in
debate is whether or not we will use the Conpany's
| i near regression analysis to forecast future
residential conmmercial and OPA usage. The Conpany is
only party who submtted a |linear regression analysis
and that anal ysis unquestionably denonstrates a | ong
downward trend in usage per custoner. The only way
the other parties can attack that analysis is to

truncate it and | ook at |l ess data points. They have
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i nstead used five year or three-year sinple average

to -- to project usage. Those averages conpletely

i gnore that downward |long-termtrend in usage per
custoner. Water's no different than other utilities,
they typically use linear regression to forecast
their usage. It should be the sane here.

Thank you. OCh, and |I'm happy to answer
questions if you have any.

JUDCGE SEYER: Are there any questions?
Al right. Thank you. M. Vandergriff? |'msorry.
Ms. Johnson for Staff.

M5. JOHNSON. Thank you, Judge. W're
playing a little nusical chairs here, nmake sure that
everyone's with their appropriate wtness, so |
appreci ate your flexibility.

"Il be brief also. Again, rem nder,
Tracy Johnson from Staff Counsel's office. My it
pl ease the Comm ssion. So |I'mhere to give a
statement on |Issue 28 which is Revenues. The nmain
di fference on the issue of Revenues involves what's
actually known and neasurabl e versus projections and
assunpti ons.

What ' s known and neasurable is
reasonable. Pushing for discrete adjustnents in the

i nclusion of data beyond the true-up period in this

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 06, 2025

. . Page 251
case i s unreasonabl e and excessive. Staff poses

di screte adjustnents as a general policy, and you'll
hear from Staff wtness KimBolin tonorrow during a
presentation of witnesses on Regulatory Policy.

The reconciliation difference between
Staff and the Conpany in this case is 1.8 mllion
across all revenues. Staff expects that that
difference is going to increase during true-up to
approximately 2.5 mllion. |[If, as the Conpany
suggests, we utilize custonmer growh, rely on
proj ections, and nmake assunptions pushing the data
beyond the true-up period out to May of 2025 to
I nclude future data, the difference junps to 12
mllion.

Staff's reasonabl e approach for
cal cul ating usage is based on current tariffs,
currently ordered test year. Staff's approach
i nvol ved anal yzing five years of data to identify
trends. The data include -- excuse ne. |If the data
I ndicates that there is a flux in the trend fromyear
to year, neaning that no trend is identified at all,
then a five-year average of the data is used. |If
there is an identifiable trend up or down, then only
the last 12 nonths of data is used because it's the

nost indicative given the trend. Relying on five
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years of data allows for inclusion of an appropriate

anmount of data points wthout allow ng outdated or
ol d nunbers fromtoo far past. Five years sheds

I i ght and provides nore accuracy, especially whenever
Staff takes into consideration the adjustnents that
were made according to the trends. This is
reasonable. Uilizing known data and neasurabl e
trends wwth the currently in-place tariffs is

r easonabl e.

The bottomline is if you calculate
revenues based on the nunber suggested by the
Conpany, the custonmer nunber or the nmetered units,
however you want to talk about it, will be based on
specul ative projections and it wll artificially
drive revenues down to the benefit of the Conpany and
the detrinent of the ratepayers.

Ashley Sarver is Staff's wtness on this
I ssue along with Jared Robertson. They've put
t oget her custoner usage data for you and there's
detail ed specifics on residential usage that would be
best addressed by M. Robertson.

M ssouri-Anmerican's witness MCellan
acknow edged on page 18, |line 10 of his second round
of testinony specifically that Ms. Sarver's

nmet hodol ogi es i n cal cul ati ng usage i n custoner
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nunbers in this case are generally consistent with

t he nmet hodol ogi es used by the Conpany.

The main difference between Staff and
M ssouri-Anmerican is the amount and tinme franme of the
data. Working the nunbers to get the nost benefici al
output is not reasonable. In this case it's
excessive. Relying on Staff's approach is
reasonabl e. Thank you.

JUDCGE SEYER: Any questions fromthe
comm ssioners? Al right. Hearing none. Thank you.
M. Cof f man?

MR. COFFMAN: No openi ng, thanks.

JUDCGE SEYER  Opening statenent by any of
the other Intervenors?

MR CLIZER | think it's ne.

JUDGE SEYER: Al right. For the Public
Counsel, M. di zer.

MR. CLIZER | handed out a Power Poi nt
earlier. | hope everyone still has a copy of it
because | don't have nultipl es.

Al right. | knowit's getting late, so
|"mnot going to go through this bit by bit. I'm
going to try and speed things up a little bit here
and keep this going.

Real |y quick, this is just high-I|evel
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talk for a second. Billing determ nants. How does

this work. Okay. What happens in a case. You guys
are going to cone up with a revenue requirenent.
That's the total dollar anmobunt that you have to set
Iin the case. Then you're going to divide that
revenue requirenent up anong the classes, right. So
let's say you have $500 mllion total pot. You

give 300 mllion Cass A 150 to Cass B, 50 to O ass
C. Once you've put it in a class, you then have to
divide it up anongst the nunber of custoners in the
class. That gives you the cost per custoner. And
then you're going to take that and you're going to
say how nmuch of that is going to be the custoner
charge and how nmuch is the volunetric charge. And
then when you finally know much you want as the

vol unetric charge, you divide that by the billing
determ nants to give you the actual rates.

So what's at issue here is figuring out
what that billing determnate is and that's based on
the normalized usage. And all we're trying to do is
figure out what the volunetric rate should be by
maki ng sure we have an accurate, nornalized usage.
And just the word "normalization," all that neans is
that we take out weird parts. You know, if there's a

spi ke or a drip or whatever, we -- we just want it to
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be a -- sonething that represents what's the actual
nor mal occurrence.

And it's really inportant to understand
that this issue doesn't or shouldn't affect the
revenue requirenent. And what that neans is that the
Conpany isn't supposed to get nore or |ess noney
dependi ng on how this works. However, you have to
make sure the nunber's accurate because if you get it
wrong, the Conpany wll collect nore or |ess noney
than they' re supposed to. Because you've dividing
the -- the volunetric -- because you're dividing the
anount per custoner by the billing determnate, if

you put that nunber too high, then the volunetric

rate wll becone too | ow and the Conpany wi Il collect
too little noney. |If, on the other hand, you put the
volunetric rate too low -- | got that right --

MS. MANTLE: Yes.

MR CLIZER |If you put the billing
determ nate too low, the volunetric rate becones too
hi gh and the custoner -- Conpany collects too nuch
noney.

So again, the real key that | want to
stress to you is this is not sonme big policy issue.
This is not |ike, Hey, should the Conpany collect for

payi ng i ncentive conpensation or how nuch profit
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shoul d they nmake. Your goal is really sinple. You

just want an accurate nunber. W all just want the
nost accurate possi ble nunber we can for that billing
determ nat e because otherw se the Conpany w il either
over or under collect. That's all that's at stake
her e.

Ckay. So what is the problem Wy is
there a dispute. You already heard it from Staff
counsel. M ssouri-Anerican Water wants to predict
rates through May 31st of 2025. But nore
i mportantly, they're predicting that the usage wl|
go down. And that's going to result in a | ower
normal i zed residential usage. And because that's
what you're dividing by, that results in a higher
volunetric rate which neans that if the Conpany gets
it wong, the volunetric rate would be too high and
t he Conpany wi |l overearn.

So why does the OPC have an issue with
this. Wat is our position. W believe that the
residential usage is not actually declining at this
point intinme. And that neans, again, if we use what
the Conpany's predicting, rates will be set too high
and Conpany wi || overearn.

Al'l you have to do to understand this,

all you need to look at is the Conpany's current
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trend for water usage. This graph is the case for
the OPC. And what this graph is, it's the last five
years of usage. And what you can see, we have the
| ine nunbers on there. This, by the way, is in the
suppl enental testinony of Ms. Mantle. |If you
remenber back from you know, high school al gebra,
YMX plus B, Mis your slope function, it's positive,
these are not declining. These nunbers are not
hol di ng steady. | nean, you should be able to | ook
at that visually and say these are fairly steady
nunbers. And that's what the Staff relied on. They
| ooked at the last five years and said, you know,
that's what they based their nunbers off of.

What the Conpany did, which is what you
ki nd of heard of, is they used ten years. And if you
go back ten years, yes, the nunbers are starting to
actually decline at that point. However, that is not
a good usage. W should not be using ten years. And
the sinple reason for that is first of all, 2014
t hrough 2018 is not a good representation of what's
happeni ng here in 2023, all right. W want to use
the nost recent data possible. Second, it's no
| onger evident that we have a decrease. Yes, it
m ght have been decreasing from 2014 to 2018, but the

| ast five years have been steady. W don't need to
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go back further when the last five years was steady
because that's a good indication that we're going to
have steady novenent noving forward.

And finally | just want to point out, if
you accept this whole |linear regression analysis,
what that basically neans is you' re accepting that
wat er usage is going to be constantly declining. But
you shoul d know there's obviously a point where you

have to stop declining. Like you can't have a

constant decline down to zero. People still have to
drink, wash, bathe. People are still going to use
wat er at sone level. So even if you accepted a

decline at sone point, you would expect that decline
woul d |l evel off too. And again, that reinforces what
we've seen. In the last five years we've had a
steady flat rate.

So the only difference between Staff and
the OPC, Staff used five years, the OPC actual ly
decided to use three years. You can ask Ms. Mantl e
for the kind of justifications behind that. W felt
that it would help to avoid the conplications
presented by the COvVID. W thought nmaybe that was an
I npact there, so we just |ooked at three. However,
even if you use our three instead of the five, the

di fference is only about $600, 000, which when you
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conpare that to the $10 mllion that you just heard

fromStaff is the difference between their case and

t he Conpany, you can kind of see that it's not really
that big a difference. And again, that just
reinforces the point. These last five years we've
had very flat, steady rates. W don't need to be
predi cting that custoners are suddenly going to be
using a whole lot |ess than they've been using over

the last five years of steady rates.

Al right. | think I ran through that
like I said. I'mnoving quick. |I'mtrying to get
through to the witnesses. So |I'll pause there if you

have any questi ons.

JUDGE SEYER  Any questions fromthe
comm ssioners? Al right. Thank you, M. Cdi zer.
The Conpany can call their first w tness.

MR KILE: Petitioner recalls
M. Mdellan.

JUDGE SEYER And, M. Mdellan, I'm
going to say you're probably going to have to adj ust
t hat m crophone.

THE W TNESS: Ckay.

(Wtness previously sworn).

MAX MCCLELLAN,

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

JUDGE SEYER: Al right. Go ahead,
M. Kile.

MR, KILE: Your Honor, his testinony is
already in the record and he's already been sworn so
he is avail able for cross-exam nati on.

JUDCGE SEYER: Ckay. M. Vandergriff, any
Cross?

MR. VANDERGRI FF:  Yes, your Honor.

CRCSS- EXAM NATI ON
BY MR VANDERGRI FF:

Q Good norning, M. Mdellan.
A Good afternoon.
Q Good afternoon. Wuld you agree that

accurate water usage projections are critical for

setting proper billing rates?
A Yes.
Q You used the regression analysis as

opposed to normalization. Correct?

A Regressi on analysis | consider to be a
formof normalization the way we utilized it, yes.

Q The regression -- excuse ne. You utilized
the ten-year |inear regression anal ysis versus
Staff's five-year averagi ng nethod. Correct?

A That is correct.
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Q The regression anal ysis uses statistics.
Correct?
A. Yes.
Q Is it factually accurate to state that

regression nodels rely on assunptions about the
rel ati onshi p between i ndependent variables and, in
this matter, water usage?

A Yes. \Water usage for custoner.

Q Wul d you agree that statistical
signi fi cance does not always guarantee an accurate
representation of real world conditions?

A. Coul d you repeat that?

Q Wul d you agree that statistical
significance does not always guarantee an accurate
representation of real world conditions?

A | don't think that | agree with that.
Statistical significance I think wwthin its
definition does kind of account for the possibility
of sonet hing not being true though.

Q Wul d you agree that if any assunptions
are incorrect, the reliability of the regression
nodel woul d be conprom sed?

A Yes.

Q s it correct that your weather adjustnent

relies on cal endar nonth data?
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A The weat her data used in the regressionpageze32
anal ysis utilizes cal endar weather data. However,
it's weighted. 1'll let you proceed with your next
guesti on.

Q Wul d you agree that water usage is
recorded based on billing cycles rather than strict
cal endar nont hs?

A. Yes.

Q Is it true that your regression analysis
uses data fromas early as 20147

A Yes.

Q Wul d you agree that water usage patterns

observed from 2014 through 2018 may differ fromthose
observed in the nost recent years?
A Yes, that's true. And -- and for that

reason we weat her nornmalized all the data.

MR, VANDERGRI FF:  No further questions.
Thank you.

JUDCGE SEYER: Any cross on behalf of the
Publ i ¢ Counsel ?

MR. CLIZER  No, thank you.

JUDGE SEYER:  CCM?

MR. COFFMAN:  No questi ons.

JUDGE SEYER:  MECG?

MR OPITZ: No, thank you, your Honor.
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JUDGE SEYER. M EC?
M5. PLESCI A: No questions, your Honor.
JUDGE SEYER: Any questions fromthe

Comm ssioners? Al right. | don't have any question

nyself. Redirect?
MR KILE: Just one, your Honor.
REDI RECT EXAM NATI ON
BY MR KILE:

Q M. Mdellan, you were asked by Staff
counsel a question about weather and nonthly dat a.
And you answered that question and you ended it wth,
However, it's weighted. And then you finished it by
saying, I'll let you ask your next question. Wat

were you getting at wwth that, However, it's

wei ght ed?
A. Yes. So we have cal endar weat her data and
billed sales and bill cycles are -- they cross over

several calendar nonths. So for that reason Conpany
wei ghts its weather data fromone nonth to the next
I n cogni zance that a nonth of billed sales carries
over several cal endar nonths.

Q Does that process of waiting deal with
this issue that you're describing about a billing
cycle carrying over nore than one nont h?

A. Yes. | think it certainly accomobdates
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t hat .

MR KILE: No further questions, your
Honor .
JUDGE SEYER. Al right. Thank you,
M. Mdellan.
THE W TNESS: Thank you.
JUDCGE SEYER:  Does the Conpany have any
further witnesses on this issue?
MR KILE: W do not, your Honor.
JUDGE SEYER: Staff, call your first
W t ness.
MR. VANDERGRI FF: W have M. Jarrod
Rober t son.
JUDCGE SEYER. Al right. M. Robertson,
you have your right hand rai sed.
(Wtness sworn).
JARROD ROBERTSOCN,
the wi tness, having been first duly sworn,
testified as foll ows:
JUDGE SEYER Al right.
DI RECT EXAM NATI ON
BY MR VANDERGRI FF:

Q Good afternoon. Please state your nane
and spell it for the court reporter.
A. Jarrod Robertson. It's J-a-r-r-o-d
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R-0-b-e-r-t-s-o-n.

Q How are you enpl oyed?

A |"'mw th Mssouri Public Service
Comm ssion, water, sewer, gas, and steam depart nment
as a senior research data anal yst.

Q Did you prepare or cause to be prepared
testinmony in this matter nmarked as Exhibits 2147
Excuse ne. 2117

A. Yes.

Q Do you have any change or corrections to
that testinony?

A. No.

Q Are the answers contained in the testinony

true and correct to the best of your know edge and

bel i ef ?
A. Yes.
Q If | were to ask you the sane questions

t oday, would your answers be the sane?
A Yes.
MR. VANDERGRI FF: | nove for the adm ssion
of Exhibits 211 into evidence.
JUDGE SEYER: All right.
M. Vandergriff, et nme ask you this though. Are you
moving at this tinme also for his cross-rebuttal and

surrebuttal ?
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MR. VANDERGRI FF:  Yes, your Honor.
JUDGE SEYER:  Exhi bit 2247
MR. VANDERGRI FF: We're noving in to all

of his testinony surrebuttal, and his cross-rebuttal.
JUDCGE SEYER: Ckay. Wuld you like to

ask himthe foundational questions for 2247

BY MR VANDERGRI FF:

Q For Exhibits 224 -- excuse ne for m ssing
that -- do you have any changes or corrections to
that testinony?

A No.

Q And are the answers contained in that
testinony true and correct to the best of your
know edge and belief?

A. Yes.

Q If | were to ask you the sane questions
t oday, would your answers be the sane?

A. Yes.

MR. VANDERGRI FF:  Your Honor, | nove into
evi dence Exhibits 2024 [sic]?

JUDGE SEYER:. Al right. [Is there any
obj ection to the adm ssion of Exhibit 211 and 224?
Al right. Hearing none, those exhibits are
adm tt ed.

(Staff Exhibits 211 and 224 were adm tted
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and made a part of this record.) rage 2
MR. VANDERGRI FF: | tender the w tness
for cross-exam nation.
JUDGE SEYER:. Al right. Any cross by
t he Conpany?
MR. KILE: No, your Honor.
JUDGE SEYER: Ckay. Public Counsel ?
CRCOSS- EXAM NATI ON
BY MR CLI ZER
Q Eveni ng, M. Robertson.
A Eveni ng.
Q | "' m | ooking at your schedule JJR-D1, your

curriculumvitae effectively, cases that you' ve
participated in. According to this | see at |east

four cases that describe you having the issue of

normal i zed usage. |Is that accurate?

A Yes.

Q And those are three M ssouri-Anerican
Wat er cases and one Liberty Water Conpany case. |Is

t hat accurate?

A Those four and this is the fifth.

Q This would be the fifth. Have you
enpl oyed the sanme nethodology in all five of these
cases then with regard to normalized usage?

A Yes.
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Q That's the five-year average for the s;alfizgeze38
of the record?

A That's correct.

Q Wul d you agree wwth ne that M ssouri -
Anerican Water is -- water usage over the last five
years has nmaintained a relatively steady rate for
residential custoners?

A A steady rate or vol une?

Q St eady rate of usage.

A. No.

Q Has it increased or decreased
dramatical | y?

A Did you ask ne over the |ast five years,
ny apol ogi es?

Q Yes. Last five years.

A Decr ease.

Q Wat er usage has?

A. On a per custoner basis?

Q Yes.

A. On a per custoner basis, we have seen a
decline in usage.

MR CLIZER  One second, your Honor.
Apol ogi es.
BY MR CLI ZER
Q Can you turn -- I"'msorry. Can you turn
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to page 14 of your direct/rebuttal testinony?

That was direct/rebuttal ?
Direct/rebuttal, yes.
Yes, |'mthere.

You woul d agree ne that the nunber

| abel ed next to 2023 is higher than the nunber
| abel ed next to 2019?

That the nunber next to 2023 is higher

t han the 2019 vol une?

Under Per Day you would agree with ne next
says 207.07027

Correct.

And next to 2019 it says 197.96677
Correct.

Then on 2022 it's 206.2013?

That is correct.

And 2021 it's 200. 9525?

We're focusing on D1 only?

D1 only.

That is correct.

And those tables represent the resi --

sorry. Those tables represent the residenti al

custoner usage on a per-day basis?

Those are the normalized usage | evels,
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Q So the nornmalized tariff usage |evel is;Pagez.?0
I ncreasing from 2019 to 20237

A It was an increase from 2019 to 2023.

Q And the information provided in D2 had to
be updated as part of your cross-rebuttal. Correct?

A That is correct, yes.

COURT REPORTER: M. dizer, what did you
just say? Updated as part of your cross?
MR CLIZER And the information had to be
updated as part of the cross-rebuttal testinony.
BY MR CLI ZER
Q And if you'd turn to page 4 of your
cross-rebuttal testinony.
A. "' mthere.
Q Now, we'll see effectively the sane table.

O rather | should say a table detailing the sane

Information. Let me put it that way. |[Is that
correct?

A That is correct.

Q And that would be the residential custoner

usage on a gall on-per-day basis?

A Yes.
Q And again for District 2 from 2019 it
rises. It starts at 144 and increases to 154 as
of 20237
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A. Correct.

MR, CLIZER Al right. Thank you. Now
have no further questions.

JUDCGE SEYER: M. Coffman, do you have
any cross?

MR. COFFMAN: No questi ons.

JUDCGE SEYER M. Opitz?

MR OPITZ: No, thank you, your Honor.

JUDCGE SEYER: Ms. Pl escia?

M5. PLESCI A: No questions, your Honor.

JUDGE SEYER: Any conm ssi oner questions?

COW SSI ONER M TCHELL: Just one.

QUESTI ONS

BY COW SSI ONER M TCHELL.:

Q Just so I'm-- just so I'mclear, usage is
I ncreasi ng, decreasing, or about the sane?

A What we're observing here is sinply a
snapshot of custoner usage on a per-day basis for
each year. In order to get a five-year average, we
have to include the data from 2018 to get the five
data points and that would be the driver for the
overal | decline.

COW SSI ONER M TCHELL: Thank vyou.
JUDGE SEYER: All right.
QUESTI ONS
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BY JUDGE SEYER

Q M. Robertson, could | direct you to your
direct and rebuttal testinony, page 9.

A "' mthere.

Q There is a question asked of you: Wy
does Staff believe June 2020 is a nore appropriate
renoval date for the COVID 19 vari abl e.

Your answer, and |'m going to paraphrase,
is that any COVID 19 variable should be [imted in
M ssouri-Anerican's regression analysis. |s that
fair to say?

A. Coul d you rephrase that question please?

Q Wel |, the question asked of you was: Wy
do you believe June 2020 is a nore appropriate
renoval date for COVID -- the COVID 19 vari abl e.

And you say, | believe nore or |ess, that
any COVID 19 variable should be limted in Mssouri -
Anerican's regression anal ysis.

Wul d any residential increase in water
consunption during the COVID 19 period be offset to
sone extent by reduced business and commerci al water
consunpti on?

A There are two characteristics to this.
W're looking at tine as well as the inpact of COVID

bei ng placed at 100 percent over that anount of tine
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by M ssouri-Anmerican Water. That basically would

appear that assunptions are being nmade that all
custoners' househol ds reacted to the pandem c and/ or
regul atory aspects in the sane manner. |t makes
assunptions that each household had children in the
home that -- or had children in school that had to
stay at hone at that tinme or that custoners in the
home had jobs that allowed themto work at hone at
that point in tinme. There's been no evidence to
support that across the board 100 percent for each
and every custoner of M ssouri-Anerican Water.

JUDGE SEYER: Ckay. Al right. 1Is there
recross by the Conpany?

MR KILE: No, your Honor.

JUDGE SEYER: Al right. How about from
Publ i ¢ Counsel ?

MR CLIZER  No, your Honor.

JUDGE SEYER  The ot her Intervenors?
Yes, M. Coffman.

MR, COFFMAN: Okay. Never m nd.

JUDGE SEYER: All right.

MR. COFFMAN:. No questions, thank you.

JUDGE SEYER: Okay. M. Vandergriff,
redirect?

MR VANDERGRI FF: No, your Honor.
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JUDGE SEYER: Al right. M. Robertson,

t hank you for your testinony.

THE W TNESS: Thank you. Appreciate it.

JUDGE SEYER: Al right. And it | ooks
like Ms. Sarver is retaking the stand, and
Ms. Johnson will handl e the direct.

(Wtness previously sworn).

ASHLEY SARVER,
the w tness, having been first duly sworn,
testified as foll ows:

M5. JOHNSON:. Thanks again for your
patience with our nusical chairs. M. Sarver has
al ready been sworn and her testinony's already been
admtted, so we tender her again.

JUDCGE SEYER: Al right. Does the
Conpany have cross?

MR, KILE: No, your Honor.

JUDGE SEYER  Public Counsel ?

MR CLIZER  No, your Honor.

JUDCGE SEYER:  Consuners Council ?

MR. COFFMAN:.  No questions, your Honor.

JUDGE SEYER.  MECG?

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

JUDGE SEYER. M EC?

M5. PLESCI A: No questions, thank you.
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JUDCGE SEYER: Any questions fromthe

comm ssioners? | hear none. Al right. Any --
well, | do have a coupl e questions.
QUESTI ONS

BY JUDGE SEYER

Q M. Robertson in his direct and rebutt al
testinony stated that Staff reviewed M ssouri -
Anerican Water usage for the nost recent five years
and used an average for purposes of its revenue
analysis. You also used a five-year average in
determ ning the chem cal, fuel, and power costs to be
included in Mssouri-Anmerican's cost of service. |Is

that correct?

A. We | ooked at five years, yes.

Q Ckay. But for those expense itens?

A Yes.

Q Okay. Wien applying -- when applying the

mat ching principle, would it be inportant to use the
sane net hodol ogy in determ ning revenues with
custonmer water consunption and the -- and the

chem cal, fuel, and power cost?

A No, not necessarily.
Q Why not ?
A They're two separate -- |ike, whenever we
| ook at these expenses and stuff, we pick an av -- or
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we pick like five years to review, but it doesn't

necessarily have to be the sane for the revenue side.
JUDGE SEYER: | see. Ckay. | don't have
any further questions. Any recross fromthe Conpany?
MR. KILE: No, thank you, your Honor.
JUDGE SEYER  Public Counsel ?
MR. CLIZER  No.
JUDGE SEYER: Any of the other
| nt ervenor s?
MR COFFMAN: No, your Honor.
JUDGE SEYER: Al right. Thank you,
M. Coffman. Any redirect?
M5. JOHNSON: No, thank you, Judge.
JUDGE SEYER Al right. Thank you,
Ms. Sarver.
JUDGE SEYER: Any further Staff w tnesses
on this issue?
M5. JOHNSON: No, Judge, just the two.
JUDGE SEYER Okay. Al right. And it
| ooks Iike Ms. Mantle is retaking the stand on behal f
of Public Counsel.
(Wtness previously sworn).
LENA MANTLE,
the w tness, having been first duly sworn,

testified as foll ows:
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JUDCGE SEYERT M. dizer, go ahead.
MR CLIZER Ms. Mantle's testinony's
al ready been into the record and she is still sworn,

so | tender the w tness.
JUDCGE SEYER: Al right. M. Coffnman, do
you have any cross-exam nation for Ms. Mantle?
MR COFFMAN:  Yes.
CRCOSS- EXAM NATI ON
BY MR COFFNMAN:

Q |"mtrying to understand sone of the
guestioning that just occurred with the Staff w tness
regardi ng the nost recent five-year usage nunbers.

A Yes.

Q Coul d you explain to ne what your
perspective is on the nost recent five years, whether
you agree with Staff on their anal ysis?

A | too was very confused with
M. Robertson's testinony. | -- | start with the
real data, not an average, not a difference between
the years and | ook at that, and we all saw that in
the graphs in ny counsel's opening. But then when
you | ook at the nunbers that were in M. Robertson's
testinony that Ms. -- that M. dizer pointed
M. Robertson to, it's very obvious that usage has

i ncreased since 2018 | think was his earliest. 2019.
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Both in division one and division two. And divi sion

one by the way, that's the St. Louis and division two
IS non-St. Louis.
| -- he has a table where he shows t hat

it's declining. | had to ask for work papers for
that table. And if | renenber correctly, he took
di fferences between years, whether it was an increase
or decrease, and then averaged those to -- to conme up
with a nunber that said it was declining, but that
makes no sense. That nakes absol utely no sense when
the nunbers are actually increasing.

Q So in other words, your -- your math
from 2018 to the nost recent -- what is the nost

recent date?

A. 2019 t hrough 2023.
Q So from 2019 to the end of 2023, you think
that the math -- math clearly shows an increasing

anount of usage fromthose two data points?

A Yes.

Q kay. And that you be -- and you're
telling nme that the Staff analysis you think
distorted that by | ooking at the changes from one

year to another wthin that five-year period?

A. Yes.
Ckay.
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A That's -- that's ny recollection. It's

really -- it has to do too with his table on page 2
of his cross-rebuttal that | could not understand and
again, had to look at the work papers to try to
under st and.

Q But again, there's no doubt about the
math. From 2019 to 2023 it's an increase usage
overal | ?

A It's nunbers that even -- even ny grandson
who's in first grade could tell you that those are

I ncreasi ng nunbers.

Q And that's in your testinony?

A Wel |, not about my grandson, but.

Q So if the Comm ssion wanted to find
those -- those raw nunbers, where would they | ook?

A M. Robertson has themin his testinony.

Q But -- yeah. But you would -- in other

wor ds, your recommendation is |ook at the actual
nunbers for that five-year period instead of doing
sonme calculation within that five-year period?
A There's no need to do any kind of
cal cul ation. You can just | ook at the data, which
every anal yst should start wth | ooking at the data.
MR, COFFMAN:. Okay. Thank you. That's

all | have.
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JUDGE SEYER® M. Opitz, any cross?

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

JUDGE SEYER Ms. Pl escia?

M5. PLESCIA: No questions, thank you.

JUDGE SEYERT M. Vander -- or I'msorry,
Ms. Johnson?

M5. JOHNSON: | do have just a few foll ow
ups.

CROSS- EXAM NATI ON

BY M5. JOHNSON.

Q Good afternoon, Ms. Mantl e.
A. Ad good afternoon.
Q So were you here in the room | think you

were, for my opening on this issue followed by

M. dizer?
A. Yes.
Q And to ne it sounded |ike Staff and OPC

were on the sane page but for one thing which was the

nunber of years. R ght? So Staff |ooked at five and

It sounded to ne |like you | ooked at three. Is that
correct?
A. That is correct. W used the sane data.

| used three years; M. Robertson used five.
Q Sois it fair to say that your issue with

M. Robertson's testinony is his representation of
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the sane data that you used and that you don't agree

wth howit's presented, but the overall outcone
woul d be the sane for Staff and OPC s position?

A. | don't agree with himthat the usage is
declining. The nunbers are what the nunbers are. W
used the sanme nunbers and the three-year average was
so close to the five-year average which just
denonstrates how flat the usage has been over those
five years. So | -- | agree that an average is a
good way because the usage is flat. There's no need
to do any fancy analysis. And we used the sane data
and we canme up with al nost the sanme nunbers.

Q Under stood. Thank you. Can you contrast
that for ne wth the |linear regression nodeling
that's been suggested by the Conpany?

A The |inear regressi on nodel goes back
usi ng data back to 2014. And as the graph in the
openi ng presentation showed, from 2014 through 2018,
there was a decline and then it flattened out. And a
regression nodel fits a line through the data that's
given. It can't look at it and say, Oh, well, here
it's turning and going flat. You ask -- you put it
in the nodel and it spits sonething out.

And because it was declining and then

going flat, that regression nodel would show that
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it's declining still. Because the nunber that it

started with in 2014 is higher than it was the | ast
five years. Regression nodel's statistics just spit
out an answer. It takes an analyst to look at it and
see if the results really do fit the data that you
have. And so when he's doing a prediction and he's
predict -- he's using 2014, he's predicting that that
wi Il continue regardl ess of what's happened in the
| ast five years.
Q Whenever you say he, you're tal king about
M. Max McC ellan for the Conpany. Right?
A. Yes. The one that conducted the

regressi on anal ysi s.

M5. JOHNSON: Thank you for clarifying.
That's all.

JUDGE SEYER: Al right. Any cross on
behal f of M ssouri-Anmerican?

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

JUDCGE SEYER Are there any questions
fromthe conm ssioners? Hearing none. | also have
no questions. Any redirect?

MR CLIZER  Very briefly.

REDI RECT EXAM NATI ON

BY MR CLI ZER

Q So obviously there was a conversati on and
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a bit of dispute on whether there's an increase or

decrease. You've obviously taken the position that
there's an increase. Correct?

A Correct.

Q But just for the sake of clarity, the OPC
Is not recommendi ng that that increase be projected

forward until My 31st, 2025. Correct?

A. No.
Q And Staff is also not naking that?
A No. Staff is not projecting. Staff is

using a normalized nunber.

Q And this is contrary to what the Conpany's
project -- is doing. Correct?
A. Yes. They've projected -- predicted what

woul d happen.

MR, CLIZER Al right. Thank you. That
was ny redirect. Thank you, your Honor.

JUDGE SEYER: Thank you, Ms. Mantle. You
may step down. So are we noving on to Production
Cost Tracker or Cash Wrking Capital? M. Cooper.

MR COOPER Well, and naybe there's a
third option. | would like to put M. Wal ker on to
admt his testinony and stand cross-exam nation to
the extent there is any on Cash Wrking Capital.

don't necessarily need to do openings at this tinme or
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conpl ete that whole issue. |'mhappy to cone back to

it at a future tine.

JUDGE SEYER: How about we put M. Wal ker
on the stand and then when we cone back to that
Issue, If there are opening statenents -- the parties
woul d |li ke to present openings statenents, we can do
It at that tine.

MR. COOPER W would call M. Harold
wal ker .

JUDGE SEYER: M. Wal ker, would you raise
your right hand pl ease.

(Wtness sworn).

HAROLD WALKER 111,
the wi 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 Har ol d Wal ker 111

Q By whom are you enpl oyed and i n what
capacity?

A Gannett Fl emm ng Val uation and Rate
Consultants, LLC. |'menployed as a nanager of

fi nanci al studi es.
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Q And you' re appearing today on behal f of

M ssouri - Amreri can Wat er Conpany?

A That is correct.

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

A Yes, | have.

Q s it your understandi ng that that
testinony has been marked as Exhibits 28 and 29 for
I dentification?

A. Yes.

Q Do you have any changes that you woul d
like to make to that testinony at this tine?

A | do not.

Q If | were to ask you the questions which
are contained in Exhibits 28 and 29 today, would your
answers be the sane?

A Yes, they woul d.

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 bits 28 and 29 into evidence and tender

M. Wal ker for cross-exam nati on.
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JUDCGE SEYER: |s there any objection to

t he adm ssion of those docunents?

MR, JOHNSON: No objection.

JUDGE SEYER  Exhibits 28 and 29 are
adm tted.

(Conpany Exhibits 28 and 29 were adm tted
and nmade a part of this record.)

JUDGE SEYER:. Al right. M. Johnson,
cross on behal f of Staff?

MR, JOHNSON: No questions, Judge.

JUDGE SEYER: Al right. M. dizer, any

Cross?

MR. CLIZER  One nonent. OPC woul d mark
an exhibit. I'mgoing to hope it's 319 | think. |
m ght be off.

JUDGE SEYER: W are up to 320 woul d be
t he next exhibit.

MR. CLIZER No cross at this tine.

JUDCGE SEYER. M. Coffman, do you have
any cross?

MR. COFFMAN:  No cross, thank you.

JUDGE SEYER: Any cross on behal f of

VECG?
MR, OPITZ: No, thank you, your Honor.
JUDGE SEYER: Any cross on behal f of
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M EC?
M5. PLESCI A: No questions, thank you.
JUDGE SEYER: Any questions fromthe
comm ssioners? All right. Hearing none.
M. Wal ker, | do have a coupl e questions nyself.
QUESTI ONS
BY JUDGE SEYER
Q Let ne see if | can find this. [|'II
di rect you to your rebuttal/surrebuttal and
sur-surrebuttal testinony page 5.
A | have it.
Q kay. On line 6 the question is asked of

you: Does the Conpany have conplete control of the
billing |ag.

And your answer says: No. For exanple,
as to Arnold sewer custoners, the Conpany nust rely
on the water districts that provide water service to
the Arnold sewer custoners for water use data. As a
result, no Arnold sewer custoner has a billing |ag
that is |l ess than 18 days.

Wth that in mnd, | want to direct you to
your direct testinony, schedule HW 2.

A | have it.
Q All right. On -- and you're ahead of ne

on that. On that schedule | believe it says on the
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first page that it lists a billing lag for Arnold

sewer as five-and-a-half days.

A Yes.
Q So how do you --
A. The billing lag was cal cul ated on a total

conpany basis, 5.5 days. And that was used for all
t he groupi ngs of conpanies. So everything was done
on a consol i dated basis.

Q Are you saying across all of M ssouri

Wat er Wbr ks conpani es?

A Yes.

Q Subsi di ari es?

A Yes.

Q Ckay.

A And that's because sonme of the data in the

revenue lag itself is not available for individual
conpani es, but | can look at -- | |ooked at the
actual invoices and was able to see those in Arnold,
where they fell wthin that paraneter to know t hat
the smal | est nunber was 18 days.

Q "Il direct you back to page 5 of the

rebuttal testinony.

A. Yes, | have it.
Q So back in your answer to that question
about the billing lag, you go on to say:
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Additionally, although the majority of M ssouri -

Anmeri can Water Conpany's custoners have billing |ags
of less than three days, sone custoner bills require
extra scrutiny which delays the billing process for
t hose affected.
Do you know how many custoner bills

require that extra scrutiny each nonth?

A | do not.

Q Ckay. Can you explain why, if the
maj ority of M ssouri-Anmerican custoners have a
billing lag of |less than three days, why your direct
testi nony schedule MM 2 shows every group of
custoners having a five-and-a-half billing lag --

five-and-a-half day billing |ag?

A Because it's wei ghted based upon the total
bill. So when | nmake the statenent that the nmajority
of custoners, |I'mlooking at individual invoices, and

| can see that the majority of those are | ess than
three days. However, on a wei ghted basis, when you
take the actual lag and you multiply it by the
revenue dollar for that particular custoner, then
when you sumit up for all 550,000 custoners on a
wei ghted basis, you develop the 5.5 days. So it's a
wei ght ed average, the 5.5 days.

Q Ckay. And you actually had that in your
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testinony it looks like. The very next sentence:

The Conpany's billing lag is properly determ ned and
reflects the wei ghted average of the billing | ag days
for all 500 -- 500,532 custoner invoices reviewed.

A. Yes. | just m sspoke. | was recalling
that it was 550. You're correct. It's 500, 532.

JUDCGE SEYER: Ckay. Al right. Those
are ny only questions, so | wll open it to up
recross. M. Johnson?

MR, JOHNSON: No questions, Judge.

JUDGE SEYER: Okay. M. dizer?

MR. CLIZER  No recross, your Honor,

t hank you.

JUDGE SEYER  Any recross by any ot her
party? Ckay. M. Cooper, do you have redirect?

MR COOPER | do not. Thank you, your
Honor .

JUDGE SEYER. Al right. M. Walker,

t hank you so much for your testinony.

THE W TNESS: Thank you.

JUDGE SEYER: Al right. So ny
understanding is we are now going to switch to
Production Cost Tracker. |s that correct?

MR CLIZER | would assune, yes.

JUDGE SEYER:  Ckay.
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MR COOPER: Your Honor, before we | eave

that, may M. Wl ker be excused?

JUDCGE SEYER: Yes. As far as I'm
concerned if there's no objection. Gay. Al right.
The Conpany may call their first witness on the issue
of Production Cost Tracker.

MR CLIZER We'd like to do mni
openi ngs.

JUDGE SEYER:. Ch, that's right. You do,
M. Cizer, have a tendency to keep ne in line. So,
M. Cooper, you'll present your opening -- the
openi ng for the Conpany?

MR COOPER | will, your Honor.

M ssouri - Anrerican's ratenmaki ng proposals
in this case are designed to at |east partially
address constraints with the existing ratenaking
structure. Anong other things Mssouri-Anerican is
requesting that if the Comm ssion does not approve an
RSM t hat i ncludes a production cost tracker, it
separately approve a tracker nechani sm for production
costs. And that's what we're trying here at this
point in tine.

These production costs roughly nmake up 23
percent of the Conpany's expenses. The tracker woul d

allow any difference in productions costs incurred
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and production costs in custoner rates to be deferred

to a regulatory -- that differ from production costs
and custoner rates to be deferred to a regul atory
asset or a liability. The relevant costs are rel ated
to things like the cost of electricity at water
treatnent plants, the costs of chemcals to treat and
cl ean water before it is delivered to custoners,
sl udge renoval costs at wastewater |agoons, and water
purchased from nei ghboring communities to suppl enent
producti on capacity.

Simlar to the Conpany's pension and OPEB
trackers that have been in place for over 15 years,
t he production cost tracker consists of costs that
are outside the Conpany's control and are volatile in
t he case of chemcal prices and vol unes of water
purchased. These production costs are anong the nost
critical costs incurred because they are essenti al
for providing safe, clean drinking water to M ssouri -
Anerican custoners and their famlies. It is not a
di scretionary expense the Conpany can choose to incur
or not incur.

M ssouri-Anmerican's proposed tracker
woul d all ow recovery to be addressed in a future rate
case and if inclusion of the regul atory asset or

reliability in rates was approved woul d ensure that
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custoners only pay for the expenses incurred, nothing

more and nothing less, while allow ng the Conpany to
col l ect the revenues associated with a portion of the
Conpany' s expenses experiencing volatility.

That's all | have at this tine, your
Honor .

JUDGE SEYER: Al right. Are there any
questions of the conm ssioners? Al right. Thank
you, M. Cooper.

JUDGE SEYERR M. G aham it's good to

see you.

MR. GRAHAM (Good to see you, Judge.

JUDCGE SEYER: Presenting on behalf of the
Staff.

MR. GRAHAM Yes, thank you. Paul
Graham | want to try to keep this brief, and that's

actually a promse. And I'mgoing to try to do no
harmand |'mgoing to try to do good. In ny effort
to do no harmIl'mgoing to not try to argue facts.
The facts are very granular in this case. There's
going to be a lot of dispute back and forth anong the
W t nesses on what constitutes extraordinary type
expenses.

What 1'd like to bring to the table and

do good with is a |l egal perspective. Wat | don't
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often hear in cases but | do hear it from good

judges, | do hear it fromgood | awers, | do hear it
fromgood | aw professors is a question: Wat is the
rule of decision in this case. Wat rule should you
apply in deciding whether or not to grant this
request for a production cost tracker. | submt that
t he burden of proof, the persuasion is on the
Conpany.

Let's unpack that. That neans the Staff
does not have to prove or persuade you that the
application or follow ng the usual procedures of
setting rates and packing the nunbers that are in
guestion into general ratemaking procedures wll
result in fair and just rates. That's already the
| aw. The burden of proof is on the Conpany to show
that the application of the ordinary procedures is
more likely than not to result in unjust and
unr easonabl e rates.

So let's fornulate that now as a rul e of
deci sion. The Comm ssion should reject the request
for the production cost tracker if the Conpany fails
to sustain its burden of proof to show that not
I ncl udi ng those, not inplenenting a tracker wl|
cause it to -- wll result in unjust and unreasonabl e

rates. That's the rule of decision here. That
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concl udes ny statenent. Any questions?

JUDGE SEYER: Appears not. Thank you.
M. Coffrman, would you |like to nake an openi ng?

MR. COFFMAN:  No, your Honor.

JUDGE SEYERT M. Opitz?

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

JUDCGE SEYER: Ms. Pl escia?

M5. PLESCIA: Yes, | would like to your
Honor .

May it please the Commission. | agree
with everything that M. G aham said, but | have a
di fferent perspective because the prinmary reason for
the Comm ssion to not approve a production cost
tracker is that it is unlawful. And | wll sinply
cite the Suprene Court -- the M ssouri Suprene
Court's decision in Uilities Consuners Counci l
versus Public Service Conmm ssion. And the
Comm ssion's -- oh, excuse ne -- the Court opinion in
the case provides policy reasons why it is
I nappropriate to allow trackers or any type of rate
I ncrease nechani smthat does not consider all
relevant factors. And | would |like to just read a
few paragraphs fromthat decision which | think is
very persuasive, and it's rooted in the constitution,

the M ssouri Constitution itself.
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Al t hough no hearing by the Conm ssion is

required before a new rate goes into effect under the
file and suspend nethod, the Conm ssion is
nonet hel ess required, in determ ning whether or not
to suspend the proposed rate, to consider all factors
rel evant to the proper maxi num However difficult
may be the ascertainnent of relative and nateri al
factors in the establishnment of just and reasonabl e
rates, neither inpulse nor expedi ency can be
substituted for the requirenent that such rates nust
be authorized by | aw and supported by conpetent and
subst anti al evidence upon the whole record, citing
the M ssouri Constitution, Article 5, Section 22.

The inportance of this is that the
Comm ssion was never instituted to sinply take
certain costs and allow those to increase w thout
consi dering countervailing costs. And by using
trackers the entire jurisdiction of the Commssion is
called into question. And the basic constraint that
the Comm ssion by lawis required to consider all
factors, not just one to the exclusion of others, is
the key to the powers of the Comm ssion.

There are other policy reasons why it's a
bad idea even if it were to be lawful to have a

production cost tracker. It is single-issue
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ratemaki ng of course. It also requires that

custoners take on the burden of proof approving that
a cost is not appropriate for recovery. It also
causes the utility to be less efficient. It disturbs
the bal ancing of the efficiency incentives that a
utility should have. |t isolates one increasing cost
Wi t hout consi dering decreasing cost at the sanme tine.
And it is not consistent wth just and reasonabl e
rates in general.

Qur witness has testinony on this issue
on the production cost tracker, and we wll be gl ad
to call her to the stand for any questions that the
Comm ssion has. Thank you.

JUDCGE SEYER: Do the conm ssioners have
any questions? Al right. Then the Conpany nmay cal l
their first witness on this issue.

MR CLIZER  Excuse ne.

JUDGE SEYER: Ch, |'msorry.

MR. CLIZER No, that's okay.

JUDGE SEYER | very specifically had
that in front of nme. I'mlike, we still have Public
Counsel, but it has been a | ong day.

MR CLIZER  There's no handout this

time. There's no presentation. |'mgoing to keep
t hi s qui ck.
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There's two parts to it. First |I'mgoing

to hit you with the policy. Then I'mgoing to throw
anot her nonkey wench into it based on what's al ready
been sai d before.

kay. Policy-wise this is really sinple.
You are renoving the incentive for themto be
efficient. | want you to think, you own -- let's say
you own your own business, right. You have to buy
goods. In this case you have to buy chemcals. |If
the cost of chemcals go up, you're not w thout, you
know, recourse. You can shop around. You can | ook
for different suppliers. You can find ways to get
cheaper chem cals. You own a hone. You're
responsi ble for your own energy bills. The energy
bill goes up. You have options to try and fight that
down. You can install a cost-effective |ighting.
You can cool your -- turn down your cool -- air
conditioner in the sumer, turn down your heater in
the winter if you' re using electric heat. This idea
that these are costs conpletely beyond their control
iIs wong. They can control these costs. And if you
give them a tracker, they have no incentive to stay
efficient.

Basically it's like if you owned a

conpany and you had to buy chem cal s and sonebody
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cane along and said, Hey, it doesn't matter how nuch

the chem cal cost increases, we're just going to pay

the difference. W'IIl give you the difference no
matter what. Well, guess what. You no |onger have
any incentive to try and keep costs low It's bad

policy for that reason al one.
Now, the second half of this, this is
the -- the nonkey wench I'"'mgoing to throwinto
this, and, Judge, | really want you to focus on this.
In order to have a tracker, you have to have the
nunbers you're going to track against. And the
problemis in this case several of the itens they
want to track have been resol ved by bl ack box
settlenment. So you don't actually have the nunbers
t hat went agai nst what you can have a tracker at this
stage. | fundanentally don't think that you can do a
production cost tracker in this case under any
ci rcunmst ances because the nunbers being tracked are
al ready settled via black box. You can't authorize a
tracker when you don't have anything to track
against. Does that nmake sense? | -- why am | asking
you, | apol ogize. Anyway those are ny two points.
Are there any questions?
JUDCGE SEYER: Yes, Comm ssioner Col eman.
COW SSI ONER COLEMAN: | just want
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M. Cizer to know that we've been insulted by better

peopl e.

MR CLIZER | was nore pointing to the
fact that you can't answer ny questions than
anyt hi ng.

JUDCGE SEYER Al right. Thank you,

M. dizer.

COW SSI ONER COLEMAN: Pl us you didn't
have a handout, so |'m di sappoi nt ed.

JUDGE SEYER: Al right. On this issue
the Conpany may call their first w tness.

MR. COOPER W would call M. Brian
LaG and.

JUDGE SEYER M. LaG and.

(Wtness sworn).

BRI AN LAGRAND,
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. Brian LaG and.
Q By whom are you enpl oyed and i n what
capacity?
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A So | amvery recently enployed by the
Aneri can Water Service Conpany, but still as the
director of rates for M ssouri.

Q And that's slightly different than -- than
your title that was utilized in your -- your prefiled
testinmony. Correct?

A Correct.

Q Ckay. Have you caused to be prepared for

t he purposes of this proceeding certain direct
testinmony, supplenental/direct testinony, and
rebuttal /surrebuttal /sur-surrebuttal testinony?

A. Yes, | have.

Q s it your understanding that that
testi nony has been marked as Exhibits 12, 13, and 14
for identification?

A. Yes.

Q O her than the change in title that we
just tal ked about, do you have any changes to nake to

that testinony at this tine?

A. | have one very m nor correction.
Q Ckay. Wuld you go ahead.
A In ny rebuttal /surrebuttal /sur-surrebuttal

testinony on page 16 in line 4, the nunber at the end
of that line -- or excuse ne, line 3 -- the nunber iIn

that line is mssing a zero at the end so the nunber
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Q And is that the only change you have?
A That is, yes.
Q If | were to ask you the questions that

are contained in Exhibits 12, 13, and 14 today, would
your answers, with the anmendnents we've j ust
di scussed, be the same?
A Yes, they woul d.
Q Are those answers true and correct to the
best of your information, know edge, and belief?
A Yes, they are.
MR. COCPER  Your Honor, | would offer
Exhi bits 12, 13, and 14 into evidence and tender
M. LaG and for cross-exam nation.
JUDGE SEYER: Any obj ecti on?
Exhibits 12, 13, and 14 adm tt ed.
(Conmpany Exhibits 12, 13, and 14 were
admtted and nade a part of this record.)
JUDCGE SEYER. Al right. M. Gaham do
you have cross-exam nation for the wtness?
MR GRAHAM No, your Honor.
JUDGE SEYER® M. dizer?
MR, CLIZER  No, thank you, your Honor.
JUDGE SEYER M. Cof f man?
MR. COFFMAN: No t hanks.
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JUDCGE SEYER M. Opitz?
MR OPI TZ: No, thank you, your Honor.
JUDCGE SEYER: Ms. Pl escia?
M5. PLESCIA: No questions, thank you.
JUDCGE SEYER: Any questions fromthe

comm ssioners? Al right.

QUESTI ONS
BY JUDCGE SEYER
Q There is a single question that | have and

it relates to your direct testinony. So it's page 33

of your direct testinony.

A. kay. Yes, |I'm here.
Q At the -- near the bottom of that page,
line 20, and this is answer to the question: |If

approved, how would this tracker work in practice.
You state, After new rates take effect in this case,
t he Conpany woul d conpare the actual cost production
cost expense recogni zed on its financial statenents
to the anobunt allowed in rates excluding production
costs associated with acquisitions that have not yet
been through a general rate case.

Wul d M ssouri-Anerican adjust the

production cost for |ost and unaccounted-for water?

A | don't think that's how | woul d propose
it be designed. The -- the unaccounted-for water is
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part of the overall production of taking in the

water, treating it, and then getting it out to the
di stribution systemso that is a -- that is a cost of
produci ng that water.

JUDGE SEYER: Al right. Thank you.

THE W TNESS: Sure.

JUDGE SEYER: Any recross?

MR. GRAHAM Ch. No. No, your Honor.

MR. CLIZER  No.

JUDGE SEYER: (Okay. By any -- by any of
the other parties? |[I'Il take that as a no.

Redi rect ?

MR. COOPER No questions, your Honor.

JUDGE SEYER Al right. Thank you for
your testinony, M. LaG and.

THE WTNESS: Gkay. Thank you, your
Honor .

JUDGE SEYER: If the hearing schedule is
still the sane, that would bring us to Staff w tness
Amanda McMel | en.

JUDCGE SEYER: Ms. McMel | en.

(Wtness sworn).

AVANDA MCMVELLEN,
the w tness, having been first duly sworn,

testified as foll ows:

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 06, 2025

Page 305
JUDCGE SEYER: Thank you. M. G aham
DI RECT EXAM NATI ON
BY VMR GRAHAM

Q Ms. McMellen, would you state your full
nane for the record and spell it for the court
reporter.

A. It's Amanda McMellen, A-ma-n-d-a
Mc-Me-I-1-e-n.

JUDCGE SEYER: And, M. Graham |'m goi ng
to interrupt really quickly. You know where | was
going wwth that. Yes, your mc was off.

MR. GRAHAM  Thank you, sir.

JUDGE SEYER  Thank you.

BY MR GRAHAM
Q Ms. McMellen, are you enpl oyed by the

Public Service Conm ssion?

A. Yes, | am
Q | n what capacity?
A |"ma utility regulatory audit unit

supervi sor.

Q And is your enploynent information,
pr of essi onal experience, and your qualifications
described in your prefiled testinony or its exhibits
and attachnents?

A Yes, ny schedul e 1.
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Q Have you caused to be prefiled in this

case as Exhibit 209 your direct/rebuttal testinony
and as Exhibit 222 your cross-rebuttal testinony?

A Yes.

Q Do you have any corrections to your
testi nony?

A | have one correction to ny

di rect/rebuttal testinony.

Q Your direct/rebuttal testinony is
Exhi bit 209.

A Yes.

Q And that's the testinony also for the

record that contains your investigation, your
concl usi ons, and your recomendation with respect to
the production cost tracker that is the issue before

t he Comm ssi on today?

A Correct.
Q And what are those corrections pl ease?
A Page 10, line 22 where it states

Decenber 31st, 2022, that should be 2024.

Q And is that your only correction?
A. Yes.
Q Ckay. Now, as corrected if | ask you

the questions that were posed to you in those

Exhi bits 209 and 222, that testinony, would your
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answers be the sanme today as those recorded in the

exhi bits?
A Yes, they woul d.
Q And all -- are all of your answers to

t hose questions true, accurate, and correct?
A Yes, they are.

MR, GRAHAM  Judge, at this tine |I'd offer
Exhi bits 209 and 222.

JUDGE SEYER: Al right. Any objection?
Exhi bit 209 and 222 are adm tt ed.

(Staff Exhibits 209 and 222 were adm tted
and nmade a part of this record.)

MR. GRAHAM  Thank you, Judge. At this
time | wll tender the w tness.

JUDGE SEYER: Al right. Any cross on
behal f of the Conpany?

MR. COOPER  No, your Honor.

JUDGE SEYER  Public Counsel ?

CROSS- EXAM NATI ON

BY MR CLI ZER

Q Good evening, Ms. McMell en
A Good eveni ng.
Q Are you famliar with the stipulation that

was filed in this case?

A Yes, | am
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Q And specifically I"'mreferring to the

first stipulation, the one that resol ved, anong ot her
t hi ngs, sel ect expense itens?

A Yes.

Q And woul d you agree with ne that that
stipulation included settlenent of select expense
itens for a |unp sun?

A Yes, | agree.

Q And that lunp -- that includes settlenent
of purchased water, fuel and power and chem cal s at

wast e di sposal ?

A. Yes, that's correct.
Q You woul d agree with ne that if the
Comm ssion accepts that stipulation, there will be no

authorized rates for those itens because it's been
settled by this lunp sumin the settlenent?

MR COOPER |'d object to that -- that
question. | think it calls for essentially a | egal
conclusion that is something for the Comm ssion to
deci de | ater.

MR CLIZER Let ne wthdraw the question
and attenpt it another way.

BY MR CLI ZER

Q How woul d Staff determ ne the authorized
rates in this case if this stipulation -- how woul d
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Staf f determ ne the authorized costs for those itens

inthis case if the Comm ssion were to adopt the
stipul ation?

A | don't know that we coul d.

Q Wul d you agree with ne that in order to
have a tracker, it is necessary to know what nunber
you' re tracki ng sonethi ng agai nst?

A That is ny understandi ng, yes.

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

JUDGE SEYER: M. Coffman, do you have
Cross?

MR. COFFMAN:. No cross, thank you.

JUDGE SEYER M. Opitz?

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

JUDGE SEYER: Ms. Pl escia?

M5. PLESCIA: No -- excuse ne. No
qguestions, thank you.

JUDGE SEYER  Any questions from
comm ssioners? Al right. | have no questions
nmysel f, so thank you.

THE W TNESS: Thank you.

MR. GRAHAM  Your Honor, | would like a
little redirect.

JUDGE SEYER:  Yes. Redi rect .
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REDI RECT EXAM NATI ON
BY MR GRAHAM
Q Fol l owi ng up on --
JUDGE SEYER: In ny -- in ny defense, |
got very, very little sleep |ast night.
MR GRAHAM That's all right. | al nost

let it go for the sane reason on ny behalf. Then ny
client prodded ne.
BY MR GRAHAM

Q Ms. McMellen, back to M. Cdizer's
question, and there was an objection to that question
on the basis that it called for a | egal opinion. Do
you recall that exam nation and those objections?

A. | do.

Q kay. Are you famliar with the

agr eenent ?

A Yes, | am

Q Ckay. And you're here representing the
Staff?

A | am

Q Ckay. |'mnot asking for your | egal
opinion. |Is the agreenent that the expenses that

M. Cizer identified wll be excluded fromrate base
i ncrease -- or how did you describe it?

VR. CLI ZER: Bl ack box.
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BY MR GRAHAM

Q It's a black box settlenent, but the
expenses that are involved, sone of themare invol ved
in this tracker issue, are they not?

A Yes.

Q And t hose have been -- been resol ved, that
it is the agreenent of the Staff that those expenses
have been resol ved by bl ack box?

A Correct.

MR. GRAHAM Ckay. That's all the
guestions | have.

JUDGE SEYER: Al right. Now,

Ms. McMell en, you may step down.

THE W TNESS: Thank you, Judge.

MR CLIZER  Your Honor.

JUDGE SEYER:  Yes.

MR CLIZER | do not know what your
intentions are. | expect that | m ght have sonme nore
extensive cross of Staff witness for the | ast issue
for today. | also, however, tentatively think we
m ght have a little bit nore free tine in the
upcom ng. | don't know what other availabilities
are, but I would be -- I'"'mjust going to nove to
potentially nove the rest of Cash Wrking Capital

farther in the schedule and just call it a night.
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JUDGE SEYER  There are potentially other

W t nesses.

MR CLIZER | forgot that. [|'m-- you
know what, I'mgoing to take the sane excuse. | also
did not get a lot of sleep last night. | was ready

to be done.

JUDGE SEYER Al right. M. Opitz,
woul d you like to call a wtness on this issue?

MR, OPITZ: Your Honor, MECG calls --
recalls Ms. Jessica York to the stand.

JUDGE SEYER: All right.

(Wtness previously sworn).

JESSI CA YORK,
the wi tness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER: Go ahead, M. Opitz.

MR, OPITZ: WM. York, your testinony has
been submitted and accepted into the record and |
woul d tender you for cross-exam nation by the
parti es.

JUDGE SEYER: Any on behal f of Consuners
Counci | ?

MR, COFFMAN:  No, your Honor.

JUDGE SEYER: Ms. Plescia, it's always

awkward for nme to ask this question. |Is it cross or
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direct. Do you have any questions?
MS. PLESCI A:  Yes.
CROSS EXAM NATI ON
BY MS. PLESCI A:
Q | do have a question for -- | do have a

question relating to the issue of single-issue
rat emaki ng and why the production cost tracker is, in
her view and her testinony, not appropriate in this
case. Could you explain for us your concerns wth
t he production cost tracker?

A Yes. As you nentioned --

MR. COOPER Never mind. Go ahead, |I'm
sorry.

THE WTNESS: Ckay. | did testify that
this represents single-issue ratemaking. And --
because, | nean, you' d be tracking a certain bucket
of costs, you know, w thout considering potentially
of fsetti ng changes and ot her conponents of the cost
of servi ce.

In addition, | nean, when you | ook at
this particular category of costs that the fuel and
power, chem cals, waste disposal, and purchased
water, in M. MCellan's schedules MMM 1 and MAM 2,
| nmean, they are relatively small portions of the

overall revenue requirenent. | think it conmes out to
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be about 6 percent of the total based on their

clainmed revenue environnent. So it just does not
seemlike a, you know, a volatile, unpredictable, you
know, outside of the Conpany's control kind of
category of costs.

| would also note that in terns of the
cost that they wanted to track, fuel and power |
think was a relatively significant conponent of that.
And | know, you know, Aneren M ssouri is one of the
utilities that serves themand they're in a rate case
right now, so presumably those rates will be set, you
know, for a couple years and they should not be
unpr edi ct abl e.

And | think chem cals was anot her
relatively significant conponent of that. And,
nmean, | think one of the Conpany w tnesses testinony
tal ked about how they buy those in bulk, you know,
t hrough the service conpany to get better pricing on
that. So again, | just don't -- | don't think the
production cost tracker is necessary in this case.

M5. PLESCIA: No further questions.
Thank you.

JUDGE SEYER: Thank you. M. Gaham do
you have cross?

MR GRAHAM No, your Honor.
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JUDGE SEYER: M. Cooper?
MR. COOPER  Yes, your Honor, thank you.
CRCOSS- EXAM NATI ON
BY MR COOPER:
Q You nentioned a percentage of revenue
requirenent in regard to the production cost |
believe. Do you know the percentage of the expenses

that they would represent?

A | did not look at that in ternms of just
expenses. | was |ooking at the total.

Q Your counsel nentioned | guess what
woul d conmmonly call the UCCM case in her opening. |Is

that sonmething you're famliar wth?

A. No.

Q Ckay. |In your testinony you suggest that
t he production cost tracker allows the Conpany to
recover certain conponents of its requirenent on a
pi eceneal basis outside of a full base rate case. |Is
that correct?

A. | did say that.

Q Do you understand that the production cost
tracker proposed by the Conpany would not allow for

recovery of expenses between rate cases?

A Yes. | -- yes.
Q Because it's a deferral. Correct?
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A Ri ght .

Q And so ultimately you would agree with ne
that if the Conpany proposes any actual recovery or
refundi ng | suppose, depending on whether it's an
asset or a liability, would be as the result of an
anortization of deferred anpbunts in the next general
rate case?

A That's how it woul d worKk.

Q And again, so there's -- there's no
surcharge between cases. Correct?

A Correct.

Q Soit's -- it would be unlike the fuel
adj ustment cl ause or the PGA or sone other things
where there are charges between rate cases. Correct?

A | would agree with that.

Q Ckay. Do you believe that all trackers
constitute unl awful single-issue ratenmaking?

A. I --

MR OPITZ: bjection; calls for a |egal
concl usi on.

JUDCGE SEYER:  Sust ai ned.
BY MR COOPER

Q Are you famliar with any trackers that
have been comonly used by this Conmm ssion?

A No. The -- no, |'mnot.
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Q So |Ii ke the pensions and OPEBs tracker,
that doesn't -- not sonething that --
A. No.
Q -- you have any know edge of?
A No.

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

JUDGE SEYER: Thank you. M. dizer, |
apol ogize. D d | deprive you an opportunity for
Cross?

MR, CLIZER That's quite okay. | had no
guesti ons.

JUDCGE SEYER:. Al right. Are there any
questions fromthe conm ssioners? Al right. | do
not have any questions nyself. |s there any
redirect?

MR OPITZ: | have none, your Honor.

JUDGE SEYER:. Ckay. Any on behal f of
M EC?

M5. PLESCI A No questions, your Honor.
JUDGE SEYER: Thank you. Ms. York,
you' re excuse.
THE W TNESS: Thank you.
JUDGE SEYER: And that brings us to
Ms. Mantle on behalf of Public Counsel.
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(Wtness previously sworn).

LENA MANTLE,
the witness, having been first duly sworn,
testified as foll ows:

JUDGE SEYER  Go ahead.

MR CLIZER Ms. Mantle's testinony has
been offered and accepted into the record and she's
still under oath. | tender the wtness.

JUDGE SEYER: Al right. Any cross-

exam nati on on behalf of Consuners Council of

M ssouri ?
MR. COFFMAN:. No questions, your Honor.
JUDGE SEYER  MECG?
MR. OPITZ: No, thank you, your Honor.
JUDGE SEYER: M EC?
M5. PLESCI A: No questions, thank you.
JUDGE SEYER: Staff?
MR. GRAHAM No, thank you, your Honor.
JUDGE SEYER The Conpany?
MR. COOPER: No questi ons.
JUDGE SEYER Ckay. Any questions from
the comm ssioners? Al right. Hearing none. | have
no questions nyself, so thank you. Al right. It

is 5:40. M. dizer, you suggested that we put off

the remai ning witnesses for Cash Wrking Capital.
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How do the parties feel about that? M. Cooper?

MR. COOPER Well, given M. dizer's
representation that he has | engthy cross-exam nati on,
l"min favor.

JUDGE SEYER  Ckay.

MR, JOHNSON: Judge, | would actually be
in favor of doing it tonight or potentially noving it
to Wednesday since we have an open spot. | think the
schedul e's pretty busy for tonorrow.

MR CLIZER | have no objection to
moving it till Wednesday. | just kind of want to get
hone.

JUDCGE SEYER And your wi tness -- your
W t ness can be avail abl e that day?

MR CLIZER G ve ne one second. Can you
be avail abl e? Yes.

JUDGE SEYER: Al right. Then if there's
nothing further, we'll adjourn for the day.

MR. COOPER  Judge, just -- just one
other item Wile we don't necessarily object to
Wednesday, hopefully that's not a decision we're
maki ng that's set in stone at this nonent because |
suspect we'll have a chance on Tuesday to finish it
up, but.

MR CLIZER For what it's worth,
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M. Riley will be in the building | think. W'II

make hi m avail abl e whenever we get to him

M5. JOHNSON:  And, Judge, | think the
same can be said for Staff.

JUDGE SEYER Ckay. All right.

MR. COFFMAN: | don't know if this needs
to be on the record.

JUDGE SEYER: Ckay. Then if there's
nothing further, we wll go off the record and
adj ourn for the day. Going off the record.

(Wher eupon, the hearing was adjourned

at 5:40 p.m)
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