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PROCEEDI NGS

(Starting tine of the hearing: 9:00 a.m)

JUDGE CLARK: Good norning. Today is June
26t h, 2025, and the current tine is 9:00 a.m This
proceeding is being held in Room 310 of the Governor
Ofice Building in Jefferson Gty, Mssouri. The
Commi ssion has set aside this tinme today for an
evidentiary hearing in the case captioned as In the
Matter of the Joint Application for Authority for
Confluence Rivers Uility Operating Conpany,

I ncorporated to Acquire Certain Sewer Assets of
M ssouri - Ameri can Water Conpany in Callaway and Morgan
Counties, Mssouri. And that is Case Nunber
SM2025- 0067,

And this case concerns the joint request
to transfer 19 small sewer systens from
M ssouri-Anmeri can Water Conpany to Confl uence River,
and a corresponding certificate of conveni ence and
necessity. This requested transfer is fromone
M ssouri-regulated utility to another.

My nane's John Clark. |I'mthe regulatory
| aw judge that will be presiding over this hearing

today and tonorrow. Conmm ssioners will also be
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present. The Chair of the Conmm ssion, Kayla Hahn,

wi Il be present in person, | believe, today. Present
either in person or via WbEx today are going to be
Comm ssi oners Mai da Col eman and G en Kol kneyer. To ny
| eft, you can see Conm ssioner John Mtchell, who is
here in person as well.

If you have a phone at this tine, |1'd
like you to see that it is turned on vibrate or
silent. And if you are speaking, please renenber to
turn on your mcrophone and speak clearly. W have a
court reporter joining us via WbEx, and they are
goi ng to be taking down everything that is said. It
Is inportant that they be able to hear clearly, and
they can't hear what is not said into the m crophone.

At this tinme, 1'mgoing to ask counsel
for the parties to enter their appearance for the
record, starting wth M ssouri-Anmerican Water Conpany.

MR. COOPER: Yes, Judge. This is Dean
Cooper fromthe |law firm of Brydon, Swearengen &
Engl and, PC. The address is in the file. I'm
appearing both on behalf of M ssouri-Anerican Water
Conpany and Confluence Rivers Uility Operating
Conpany, Inc. today. Also appearing for M ssouri -
American Water Conpany is Tinothy Luft, Senior

Director and corporate counsel for M ssouri-Anerican.
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H s address is also in the file. And appearing on
behal f of Confluence Rivers is L. Russell Mtten,
general counsel.

JUDGE CLARK: Ckay. | believe that covers
both utilities. |Is there anybody el se who's counsel
for either utility that I need to address?

On behalf of the Staff of the Comm ssion.

M5. HANSEN: Entering an appearance for
Andrea Hansen and Casi Aslin.

JUDGE CLARK: Thank you, Staff. On behalf
of the Ofice of the Public Counsel.

M5. VANGERPEN. Good norning. Lindsay
VanCGer pen on behalf of the Ofice of the Public
Counsel. And our address is also in the record.

Thank you.
JUDGE CLARK: Thank, you Public Counsel.
Prelimnary matters? Are there any
pendi ng notions or prelimnary matters that | need to
address at this tinme?

M5. HANSEN: Judge d ark, SCO does have one
prelimnary matter. W have consulted with each of
the other parties, and we are going to change the
order of our witnesses. |It's going to be Johnny
Garcia, then it's going to be Adam Stanp, and after

that it's going to be Jarrod Robertson.
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JUDGE CLARK: So Garcia first, then Stanp,
t hen Robertson?

M5. HANSEN:. That's correct.

JUDGE CLARK:  And it's ny understanding
that we have to take -- there are two w tnesses that
we have to take today on the 26th. And one of those

Is M. Stanp, and the other is M. Silas. Has that

changed?

MR. COOPER: That has not changed, Your
Honor .

JUDGE CLARK: Al right. Thank you.

M5. HANSEN. That has not changed.

JUDGE CLARK: Are there any other
prelimnary matters or pendi ng notions? | hear and
see none.

Now, | do know that there's sone
confidential information, at |east sone confidenti al
nunbers in this case. | may not recogni ze those right
off if they cone up. I'mgoing to rely largely on the

parties to let ne know if there is confidential

i nformation that would require ne to go in canera. |If
| see sonething that -- that | have a question about,
Il wll ask, and certainly go in canera if we need to

do so. Although in looking at it, we may be able to

address a | ot of these without actually going into the
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nunbers.

Now, it's ny understanding the parties
have put forth two issues for the Conm ssion's
determ nation. Wat |egal standard nust the
Commi ssion apply in deciding this case. And |I'ma
little confused about how that's not answered w thin
the second issue. And hopefully, the parties can
explain that to ne. Wuld the sale of the subject
M ssouri-Anmeri can Wat er Conpany wastewater systens to
Confl uence Rivers Uility Operating Conpany be
detrinmental to the public interest is the second
| sSsue.

Wth that, unless there's anything el se |
need to take up, I'mgoing to go ahead and start wth
openi ng statenents. And opening statenent first
from-- and are you doing this as a conbined M ssouri -
Aneri can/ Confl uence opening statenent, or are we going
to have two separate opening statenents here?

MR COOPER No. W wll -- we will keep
it to one, Your Honor. Yeah. It will be one
statenent that covers both the applicants.

JUDGE CLARK:  And | hadn't planned on doing
any sort of mni openings for each issue. | thought
one just to cover both of them

And 1'll note for the record that the
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Chair of the Comm ssion, Kayla Hahn, has joined us.
And M. Cooper, you may start whenever

you' re ready.

OPENI NG STATEMENT BY MR COOPER

MR. COOPER  Good norning. As indicated
previously, | am providi ng opening statenent on behalf
of both M ssouri-Anmerican Water Conpany and Confl uence
Ri vers this norning.

Just to reviewa little bit, the
transaction that we are addressing this norning
concerns 19 systens that M ssouri-Anerican seeks to
sell and Confluence Rivers desires to purchase. 18 of
t hose systens are in Callaway County, one of those
systens is in Mdrgan County. As of March the 3rd,
2025, the total nunber of active connections for the
19 systens was 616. The smallest of the systens had
approxi mately 13 active connections, and the | argest
served approxi mately 83 connecti ons.

The assets to be sold by the -- M ssouri -
Anmerican were anong the assets it acquired from Agqua
M ssouri nmany years ago, pursuant to approval granted
by the Conmi ssion in Case Nunber WO 2011-0168 when

Agqua |l argely exited the State of M ssouri as a
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regul ated utility.

The first issue that's |listed on the I|ist
of 1ssues, as the Judge noted, is the standard. W
beli eve the standard to be applied by the Comm ssion
Is rooted in the constitutional concept of property
rights. The owners of property have a constitutional
right to determ ne whether to sell their property or
not. To deny themthat right would be to deny them an
I nci dent inportant to ownership of property. A
property owner should be allowed to sell his property,
unless it would be detrinental to the public.

Courts have further stated that an
appl i cant need not show that the transfer will produce
the greatest benefit to the public, or any net benefit
at all, but only that the transfer will not work to
the detrinment of the public. However, if the
Comm ssion does identify a detrinent, it is viewed its
task to call for a netting of detrinents and benefits.
The Comm ssion has -- has applied this no-detrinment
standard in which all of the benefits and detrinents
I n evidence are consi dered.

The applicants believe there is no
detriment associated with Confl uence Rivers'
acquisition of the wastewater systens at issue. This

IS a proposed transaction between two existing
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M ssouri public utilities, both providing safe and
adequat e service, both having shown that they are
capabl e of maintaining and rehabilitating wastewater
systens, and both of which have been through rate
cases before the Conm ssion fairly recently.

The purchaser, Confluence Rivers, has
been a M ssouri public utility since March of 2015,
and provides water service to approxi mately 6400
connections, and sewer service to approximtely 6500
connections in the state of Mssouri, pursuant to CCNs
t hat have been previously granted by this Comm ssi on.
It is an experienced owner and operator of wastewater
systens, and specializes in running and rehabilitating
smal | systens, and charges rates that are currently
| ess than those charged by the seller.

The custoners of the subject wastewater
systens represent a small percentage of the M ssouri -
Ameri can wastewater custoners. And after the
acquisition, wll represent a relatively small
percent age of Confluence Rivers' wastewater custoners.

The O fice of the Public Counsel lists in
its testinony and in its statenent of position five
al l eged detrinents associated wth this application.
The first question is, of course, whether any of these

itens are detrinents at all.
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The first listed by the OPCis that the
custoners of the 19 systens wll go fromreceiving
service fromthe | argest publicly-traded investor-
owned water utility in the United States and M ssour
to receiving service froma much smaller entity.

Al t hough ownership of the system woul d i ndeed transfer
fromthe |largest publicly-traded investor-owned water
utility, there's nothing detrinental in that fact

as -- as it applies to this transaction.

As stated before, Confluence Rivers is an
established Mssouri public utility. It is an
experi enced owner and operator of wastewater systens
in this state, specializes in running and
rehabilitating small systens, and has denonstrated its
ability to conpetently provide high-quality wastewater
service to its current custoners.

Mor eover, while Confluence Rivers'
parent, CSWR, is snaller than Anerican Wt erworks
Conpany, it is still a significant entity. Over its
decade-| ong exi stence, CSWR has grown to becone one of
the | argest investor-owned water and wastewater
utilities in the United States. It currently has nore
than 100 full-time enpl oyees, which includes a
full-time enpl oyee who i s responsi ble for the

oversi ght and performance of Confluence Rivers' water
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and wastewater operations within the state of

M ssouri. That in-house workforce is supplenented by
skill ed and experienced third-party operators who
provi de custoner service, and operations and

mai nt enance services for CSWR and its utility
affiliates.

CSWR, through its utility affiliates, is
operating water and/or wastewater systens in 11 states
currently. The affiliate group currently owns and
operates nore than 940 water and wastewater plants.

On a daily basis, CSWR subsidiaries treat about 36.5
mllion gallons of wastewater from-- from al nost
100, 000 wast ewat er connecti ons.

So al t hough CSWR and Confl uence Rivers
aren't the |largest water and wastewater utility in the
United States, there can be no doubt that the proposed
purchaser of the 19 systens at issue in this case is a
substantial utility that is both qualified and able to
provide safe and reliable service to the custoners of
t hese systens.

The second al |l eged detrinent is that
custoners of these 19 systens will |ikely be subject
to higher rates. The OPC nakes various allegations as
to future rates. A conparison of future rates for

either M ssouri-Anmerican or Confluence R vers is
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difficult, if not inpossible, because the future
val ues of elenents critical to the calculation of the
future revenue requirenents of both Confluence Rivers
and MAWC, such as operating costs, capital structure,
and return on equity, are both unknown and unknowabl e
at the present tine. Additionally, timng of
I nvestnents; timng of rate cases; use of the M ssour
Water and Sewer Infrastructure Act, or WSl RA; possible
| npl ementation of a future test year; and nost
i mportantly, the Commssion's ultimte decisions in
the future, will have a significant inpact, which
further conplicates the ability to even guess what
either conpany's rates will be.

However, we can conpare the current NMAWC
rates being paid by the custoners of these systens
Wi th those being paid today by Confluence Rivers'
wast ewat er custoners, all of which contain inpacts of
past investnents, operating costs, and rates of return
utilized by the Conm ssion in setting rates for the
applicants. This conparison shows no significant
difference in rates between the conpanies.

MAWC s base rate for these custoners at
the time of the application -- at the tinme the
application was filed was $65. 36, and these custoners

were actually paying $68.56 nonthly by the tine direct
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testinony was filed when WGl RA was -- was consi dered.

As of May 28th, 2025, M ssouri-Anmerican's
base rate is $74.11, which resulted fromthe
Commi ssion's case WR-2024-0320. Confluence R vers'
current District 1 rate is $60.21, and its District 2
rate is $70.83, an average of $65.52.

As of closing, Confluence Rivers proposes
to charge the custoners of the subjects systens the
MAWC base rate that was in place when the application
was filed. That's the $65.36. This rate would
represent a decrease fromthe rate currently charged
t hese custoners, and would not change for sone tine,
as Confluence Rivers currently has no rate case on
file, and new rates would |ikely not becone a fact
until 11 nonths fromits next general rate case
filing.

Thus, we believe any allegation of
detrinent alleged as to rates that may be authorized
by the Conmission in the future is not supported by
t he best evidence avail able, the current
Comm ssi on-approved rates of M ssouri-Anmerican and
Confl uence Rivers.

The third alleged detrinent is that

MAWC s remai ni ng custoners will continue to pay costs
as if the systens were still in operation. It -- it's
888-893-3767 Lexitas operates in all 50 states and is licensed where required. ALEXITAS

www.lexitaslegal.com Nevada Registration #116F - California Firm Registration #179



Transcript of Proceedings
June 26, 2025

hard for ne to first respond to this, because
fortunately or unfortunately, it's the way rate-nmking
wor ks.  Thi ngs change between rate cases. And
ultimately, they are adjusted. And there's nothing
that the Conmm ssion can do in this case to reduce

M ssouri-Anmerican's rates w thout running afoul of

various case law, and -- and statutes, in terns of how
rates are set. However, | would nention that
remai ni ng custoners wll also be -- be paying rates

based on an assunption that a portion of the costs are
bei ng shared by the 616 custoners of these systens, SO
there is a bal ancing factor.

But again, going back to the original
point, many itens upon which M ssouri-Anerican's base
rates are founded will -- or either have or wll
change going forward. This fundanental aspect of
rat e- maki ng should not be seen as a detri nent
associated with a specific sale of properties,
especially where the custoners involved represent only
616 custoners anong M ssouri-Anmerican's over 500, 000
wat er and sewer connections in the state.

Further, it bears noting that in its |ast
general rate case, M ssouri-Anerican proposed an
adjustnent for the sale of these systens as a part of

Its future test year proposal, and then subsequently
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as a part of its proposed isolated adjustnents. No
party supported that isolated adjustnent. So we -- we
are here as a result of the circunstances as they have
pl ayed out.

OPC alleges that there is a detrinent
because an acqui sition prem um exists. The possible
exi stence of an acquisition prem um or adjustnent of
sone sort, which is nerely a difference between the
purchase price and that original cost at the tine of
closing, in sone anount is not a detrinent unto
itself. | say in sone anount, because we won't really
know what that amount is until closing, as the
purchase price remains static while the net original
cost wll continue to change until closing, because of
the increase in depreciation reserve, additional
| nvest ment bei ng nmade, or both.

Confluence Rivers' original intent was to
keep the purchase price close to net original cost.

As is stated in the testinony of M. Silas, Confluence
Ri vers agrees with Staff that it expects an updated
rate base level will be established when Confl uence
Rivers files its next rate case that includes these
syst ens.

Further, Confluence agrees that Staff

t akes the position that rates should be based upon the
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remai ni ng net book val ue of the original cost of the
utility plant at the tine it was placed in service,

W t hout regard to any acquisition adjustnent above or
bel ow the original cost.

Consi stent wth those understandings, if
an acqui sition prem um exists at closing, Confluence
Ri vers does not expect to recover that premumin
rates.

The fifth alleged detrinent is that 18 of
the 19 wastewater systens are closer to existing
M ssouri - Anmeri can systens than Confl uence systens.

First, | would note that there is a
di fference between wastewater systens and water
systens, and enpl oyees of one are not necessarily
capable and qualified to deal with the other type of
system And M. Kadyk can address that.

But as pointed out in M. Silas'
testinony, Confluence Rivers is no stranger to owning
and operating systens that are spread out. Since it
comrenced operations, Confluence R vers and its
pre-nerger affiliates have acquired systens in
geogr aphi cal | y-di spersed | ocati ons across M ssouri,
and successfully provided safe and adequate service to
t hose systens. Schedule HAS-2 to the surrebuttal

testinmony of M. Silas shows the geographic dispersion
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of the counties where Confluence R vers acquired water
and wast ewater systens between February of 2015 and
Sept enber of 2020, the initial years of the conpany's
oper ati ons.

I f the conpany believed Confluence Rivers
coul d provide service to systens in these di spersed
| ocations -- and the conpany believes that it has --
t he Comm ssion should have no fear that a nuch nore
experi enced and operationall y-mature conpany can
successfully assimlate the systens under
consideration in this case.

I n concl usi on, again, Confluence Rivers'
acqui sition of the subject M ssouri-Anerican
wast ewat er systens wll not be detrinental to the
public interest, and should be approved by the
Comm ssi on subject to the conditions and actions
proposed by the Staff of the Commission. That's all |
have at this tine.

JUDGE CLARK: Are there any Comm ssi oner

guestions? And if Conm ssioners have questions,
pl ease feel free to ask themat any tine.

Thank you, M. Cooper. | have no
guestions for you.

Does the Staff of the Conm ssion have an

openi ng statenent?
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OPENI NG STATEMENT BY MS. HANSEN

M5. HANSEN: Good norning, and may it
pl ease the Conmi ssion. M nane is Andrea Hansen, and
"' m here representing Conmm ssion Staff.

Qur coll ective overarching purpose in
these next two days is to determ ne whether M ssouri -
Aneri can Water Conpany can sell 19 wastewater systens
to Confluence Rivers Uility Operating Conpany.

Bef ore we can determ ne whet her or not
M ssouri-Anmerican can sell these systens to
Confl uence, we need to, one, determ ne what -- what is
the proper |egal standard to apply in this case; and
two, determ ne whether or not this sale would be
detrinmental to the public interest. The proper |egal
standard to apply in this case is the not detrinental
to the public interest standard that was first handed
down by the M ssouri Suprene Court in 1934, and
reiterated in 1980 as the Comm ssion may not w thhol d
Its approval of the disposition of assets unless it
can be shown that such disposition is detrinmental to
the public interest. This standard has not been
weakened by subsequent case law. It still remains as
the standard. This case does not require that the

public be benefited by the sale. It only requires
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that the sale does not result in a detrinent to the
publ i c.

In 2021, the Mssouri Western District
Court of Appeals gave instruction regardi ng what the
Comm ssion is required to consider in applying the not
detrinental to the public interest standard.
Specifically, the court says that at tines, the
Comm ssion needs to | ook at the proposed transacti on,
and consider how the transfer of assets m ght
elimnate benefits that woul d otherw se be avail abl e.

It is inportant to note that a benefit
may -- that may be lost due to this proposed sale is
just one factor that the Conm ssion considers when it
bal ances all appropriate factors to determ ne whet her
or not the sale results in a net detrinent to the
public interest.

Essentially, what the court is saying
here is that the Comm ssion needs to |look at all the
rel evant factors involved in the proposed sale, weigh
the factors, so including the detrinents and the
benefits, and determ ne whether or not there is a
resulting detrinment after weighing those factors. It
shoul d be noted that this 2021 case specifically
states that there is no exhaustive |ist of

consi derations that may i nfluence whether a sale is
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detrinental to the public.

Staff routinely inplenments a nunber of
anal yses to determ ne whether or not cases of this
type are detrinental to the public interest, and is
happy to apply any additional analyses that the
Comm ssion sees fit.

Staff initially found that this proposed
transaction was not detrinental to the public
interest, and it stands by this finding.

Five detrinents are identified by the OPC
in their position statenent. So let's go through them
together, and I will tell you why they're not really
the detrinent as OPC is alleging themto be.

First, the OPC argues that custoners
affected by this transaction will go froma | arge
conpany that has a lab and full-tine staff to a
smal ler utility that is predicated on finding
di stressed systens and using only contracted
enpl oyees. Staff's response to this is both
conpani es, regardl ess of size, are subject to the sane
regul atory standards of safe and adequate service,
whet her or not these conpanies rely on contracted
services. Additionally, Mssouri-Anerican also relies
on contracted services for sone of its functions.

Second, the OPC all eges that custoners of
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these 19 systens wll |ikely be subject to higher
rates due to | osses of econom es of scale; and higher
cost of service itens, such as planned capital

expendi tures, cost of capital, which can include the
cost of debt, and depreciation expense. Staff's
response to this is case law fromthe M ssouri Suprene
Court states that the risk of an increased cost of
debt is just one factor for the Conmi ssion to weigh
when deci di ng whether or not to approve a nerger. It
I's reasonable to infer that this also applies to

sal es.

The M ssouri Western District Court of
appeal s put a finer point on what | stated before when
It nanmes higher rates as one of the factors that it
considered in these types of cases. Confluence does
not have an ongoing rate case at this tinme, and we do
not know that Confluence's rates will be higher than
M ssouri-Anmerican's rates in the future. Wat we do
know i s that Confluence is standing by its original
proposal of charging the custoners at issue $65.36 a
nmonth until new rates are approved by the Conm ssion.
Bot h conpani es charge rates that are presuned to be
reasonabl e because they were approved by the
Commi ssi on.

Third, the OPC states M ssouri-Anerican's
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remai ni ng custoners will continue to pay costs as if
those systens were still in operation. Staff's
response to this is in light of the fact that

M ssouri-Anerican's |ast rate case, which is

VWR- 2024- 0320, due to the fact that that case was
settl ed, and because of the way M ssouri-American
all ocates cost, it is inpossible to know what costs
are being born by other custoners. |If this
acquisition is approved, M ssouri-Anerican wll no

| onger be collecting revenues fromthese systens' rate
payers.

Fourth, OPC states that there is an
acquisition premumof a certain confidential anount.
Qur response to this is the sale has not yet occurred,
and the anmount of this purchase to be -- and the
anmount of this purchase to be included in rates wll
not be determ ned until the next rate case. In fact,
Staff states in its report if the Conm ssion approves
this sale, and | quote, Staff would expect that an
updated rate base |evel wll be established when
Confluence files its next rate case for these systens.
Staff goes on to state that its position in prior
cases is that no acquisition adjustnent -- acquisition
adj ust nent above or bel ow net book val ue shoul d be

reflected i n rates.
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Fifth and | ast, the OPC states that 18 of
the 19 wastewater systens are closer to the existing
M ssouri-Anmerican systens than Confl uence systens.
Staff finds that there is nothing inherently
inefficient in using local -- a local contractor to
operate these 19 systens, which are all in close --
not all of them 18 of themare in close proximty
w th each ot her.

At first, the OPC was in favor of this
sale, as long as Staff and the joint applicants agreed
to four additional conditions to this sale. Three of
t hese conditions were based on specul ative
I nformation. The OPC | ater abandoned their position
regarding these -- these conditions, and took up the
position in the sale -- or took up the position that
this sale should not be approved. Thus, while OPC s
stance regarding this sale has shifted during the
lifetime of this case, its rationale behind its
stances i s based in specul ation.

Johnny Garcia, a financial analyst with
Staff, will be testifying regarding rate of return and
m scel | aneous financial analysis issues.

Adam St anp, a research and data anal yst
wth staff, will be testifying regarding public

coments, engineering reports and budgets. M. Stanp
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al so has extensive field experience at the PSC,
i ncl uding interaction with custoners and revi ew of
facility operations.

Jarrod Robertson, a senior research and
data anal yst with staff, wll be testifying regarding
general policy matters, business nodels, and
consol i dated rates.

There are additional staff enployees who
contributed to the staff report, but who did not file
testinony. Those individuals are in the building
today, and they will be available for questions from
Judge d ark and the Commi ssioners should there be any
guesti ons.

So in conclusion, Staff's position is
that after considering all the relevant factors,

Confl uence Rivers' acquisition of the 19 M ssouri -
Anerican systens is not detrinmental to the public
I nterest, and shoul d be approved by the Conm ssi on.

Thank you. And |I'm happy to answer any
guestions that you nmay have, or direct you to the
I ndi vi dual who can answer those questions.

JUDGE CLARK: Are there any Comm ssion
guestions? Thank you, M. Hansen.

Any opening on -- on behalf of the Ofice

of the Public Counsel ?
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MS. VANGERPEN: Yes, Your Honor.

OPENI NG STATEMENT BY Ms. VANGERPEN

M5. VANGERPEN:. Good norning, and may it
pl ease the Comm ssion. M/ nane is Lindsay VanGCer pen,
and |'m here this norning on behalf of the OPC

Comm ssioners, Judge Cark, this
seem ngly sinple, snmall wastewater acquisition case
shoul d not be overl ooked. Fromthe surface, it
appears that this is just another exanple of
Confl uence Rivers purchasing small wastewater systens.
But | ooking closer, and diving deeper into the joint
application, cracks begin to show. These are not
| sol ated systens | ooking for a buyer with the capital
budget available to perform|ong overdue upgrades.
No. In fact, 18 of these 19 systens are |ocated just
nmere mnutes fromthis building, right across the
river in Callaway County. The remaining systemis
| ocat ed approxi mately one hour away in Mrgan County.
The comon thenme with these systens are that they are
properly constructed, and have been wel | - mai nt ai ned,
but they are aged.

These are al so not nunicipal systens

| ooking for a buyer so that the nunicipality has funds
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to conpl ete other necessary projects.

This is also not a situation where a
utility is looking to stop providi ng wast ewat er
servi ce.

And t hough these are small systens, this
is also not a situation where these small systens are
| ooking to be consolidated under a | arger corporation
so they can spread costs over a | arger custoner base.

Rat her, this case is nearly the exact
opposite of many of those situations. This case is
uni que, in that the owner of these 19 small systens is
none ot her than M ssouri-Anmerican Water. As this
Comm ssion is well aware, M ssouri-Anmerican is a
| arge, sophisticated corporate entity, and is the
| ar gest provider of wastewater service in the state of
M ssouri. There's sinply no better wastewater utility
in the state for taking advantage of econom es of
scale; as well, as this Conm ssion is aware from
M ssouri-Anmerican's recent rate case, has the funds
and expertise necessary to operate these snal
syst ens.

It also admts that it's actively
col l aborating with the M ssouri Departnent of Natural
Resources to take corrective action for the few

systens that do have conpliance issues.
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M ssouri-Anmerican also intends to retain
ownership of its other small wastewater systens,

I ncl udi ng those in the close area surroundi ng these
systens. |In fact, as a result of M ssouri-Anmerican's
recent rate case, the Conm ssion recently approved
rates that were cal cul ated assum ng M ssouri -
American's continued ownershi p of these systens.

So if this case is different fromthe
wast ewat er acqui sition cases that typically cone
before this Comm ssion, how should the Conm ssion
begin to analyze it?

Now, given the unique circunstances of
this case, where both the buyer and the seller are
regul ated utilities, the Conm ssion's standards, the
Tartan Criteria, and the technical, managerial and
financial, or TMF, criteria, fail to provide really
little, if any, guidance in this case. Rather, they
essentially end in a tie because both Confl uence and
M ssouri-Anmerican can serve these systens.

So we have to dig a little deeper. W
have to really think about all aspects of the service
that custoners woul d receive under both Confl uence's
and M ssouri-Anerican's ownership, and then we have to
conpare the two.

So no party to this case disputes that
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t he Comm ssion nust approve this transfer unless it --
it is detrinmental to the public interest. That's the
key here. WII the custoners of these systens suffer
a detrinment wwth regard to their quality of service or
t he justness and reasonabl eness of their rates if the
Commi ssi on approves this transaction? The standard
requires the Conm ssion to balance all of the benefits
and detrinments of the sale to determ ne whether a net
detrinment exists. |It's the applicant's, or in this
case the joint applicants' burden to show that this
transaction is not detrinmental to the public interest.
What does this |look |ike, though? To
make this |l egal standard easy, |I'd like for you all to
| magi ne the scales of justice. On one side, there are
detrinments; and on the other side, benefits. |If the
scal es are bal anced, the Conmm ssion nust approve the
sale. If no detrinent -- no net detrinent exists --
excuse ne -- the Conm ssion cannot stand in the way of
an owner selling its property, and the transaction is
sinply a matter of nmanagerial discretion. But the
I nquiry doesn't stop there. |If the scales show that
the detrinents of the transaction outwei gh the
benefits, the Comm ssion nust reject the proposed
sal e.

In this case, the OPC sees the scal es
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wei ghed down by detrinents. 1'd like for you all to
turn to the handout that was handed out before |I began
ny presentation. And it's also here on the screen.
And this is how the OPC sees the scales in this case:
significantly wei ghed down by detri nents.

These detrinents relate both to quality
of service issues, and the likely future rates that
custoners would pay if Confluence becones the custoner
servi ce provider.

On the other hand, the only clear benefit
for custoners of these systens is that they would see
a rate decrease for their wastewater service. Though
this $8.75 per nonth rate reducti on would be a wel cone
benefit for custoners, it's likely only tenporary, as
Confl uence plans to file a rate case in the third or
fourth quarter of this year. This tenporary benefit
fails to outweigh the heavy detrinents identified by
t he OPC.

So at a high level, what are these
detrinents? Sone are straightforward. For instance,
M ssouri-Anmerican has access to Anerican Water's
| aboratory, which it has described as one of the
prem er water |aboratories in the country.

Confl uence, on the other hand, has provided nothing to

show that it has access to a simlar |aboratory.
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Simlarly, Mssouri-Anerican is the
| ar gest provider of wastewater service in the state of
M ssouri. In fact, Confluence's wastewater custoner
base is approximtely 75 percent snaller than
M ssouri-Anerican's. A snmaller custoner base neans
| ess people to share in the cost to provide service,
whi ch general ly neans higher costs for each individual
custoner. This is especially concerning in this case
gi ven Confluence's traditional focus on acquiring
smal |, distressed systens in need of |arge capital
I nfusi ons.

So here, not only will there be fewer
custonmers to share in the costs, there wll also
| i kel y be higher capital costs thenselves relative to
the size of the utility. These higher costs often
equate to higher rates for custoners.

Anot her straightforward detrinent, the
acquisition premumthat Staff identified in this
case. Though the Conm ssion need not decide in this
case whet her Confluence will recover that cost from
its custoners, it nmust consider whether it is
reasonable, and -- and factor it into its cost
anal ysi s when deci di ng whether a net detrinment exists.

Now, sone of the detrinents the OPC

identified require a bit nore background. So for
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I nstance, the difference in operational nodels.
M ssouri-Anmerican uses full-tinme enployees to operate
and maintain its systens. Confluence, on the other
hand, relies on a single regional manager for all of
Its water and wastewater operations in the state. It
then retains i ndependent contractors to perform many
of the operation and nai ntenance tasks for its
systens. The full-tinme M ssouri-Anerican enpl oyees
who operate and maintain these specific systens are
dedi cat ed professionals who have a diverse know edge
of M ssouri-Anmerican systens. As M ssouri-Anerican
recogni zed, this allows for efficient decision-naking
t hat considers historical changes to the systens, and
future planning efforts to i nprove the systens.
Simlarly, their connection to M ssouri-Anmerican
all ows them access to the entire know edge base of
Anerican Water, and that's not true of an independent
contractor. These full-tine enployees are al so
stationed out of M ssouri-Anmerican's service center
| ocated here in Jefferson City, which is a short drive
to these systens.

Confl uence, on the other hand, enploys
only a single conpany individual to oversee the
operations of the entire conpany in the state, both

wat er and wastewat er operations. Then, rather than
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receiving attention from dedi cated conpany enpl oyee,
systens are operated and nmai ntai ned by i ndependent
contractors who are not directly controlled by the
conpany.

Though both operational nodels provide,
I n many i nstances, safe and adequate service for
custoners, when conpared side by side, clearly service
from dedi cat ed enpl oyees, who have access to broad --
to a broad knowl edge base, and who nmaintain a service
address close to these systens is far superior.

Anot her detrinment is the higher cost of
service inputs. So these higher cost of service
| nputs, w thout reductions in other areas, will |ead
to higher future rates for custoners. These higher
cost of service inputs relate to things |ike
traditionally higher rates of return, and
traditionally higher capital spend. Though the OPC
attenpted to identify offsets to these higher cost of
service inputs, it becane clear throughout the
di scovery process that neither M ssouri-Anerican nor
Confl uence had conducted an analysis to identify these
savings. In fact, Confluence itself has assuned a
rate higher than that currently charged by M ssouri -
Anerican in conpleting its feasibility study for this

case. So though custoners may experience savings in
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the initial nonths follow ng the transaction, these
hi gher cost of service inputs nean they will |ikely
pay nore over tinme under Confluence's ownership.
Agai n, because Confluence intends to file a rate case
before the end of this year, if the Conm ssion

aut horizes this transaction, custonmers wll know the
effect of this acquisition on their rates wthin the
next about 18 nonths.

So thinking back to the scales that |
I ntroduced earlier, and | ooking at these factors
assum ng M ssouri-Anmerican's ownership, the scales
| ook like this, with -- weighed down on the benefits
side of the scale. However, assum ng Confluence's
ownership, the scales tilt significantly in the other
direction, on the detrinment side of the scale, offset
only with a benefit of tenporarily |ower rates.

So now, Conmi ssion, before | |eave you
this norning, | want to make clear that the OPC is not
here to say that Confluence will provide inadequate
service to these systens. But as this Commssion is
al so well aware, based on its past experience, it
cannot be disputed that Confluence differs fromthe --
M ssouri-Anmerican in inportant and significant ways.

Just as M ssouri-Anerican and Confl uence

are unique, so is this case. |In fact, this case wl|
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| i kely set a precedent for the future of water and
wast ewat er acquisitions in Mssouri. The Conm ssion
must ensure that it is not setting a precedent that
allows regulated utilities to trade systens and
correspondi ng acquisition premuns back and forth with
little Conm ssion oversight.

So in this unique circunstance where both
t he buyer and seller are utilities regulated by this
Commi ssion, and will likely provide custonmers with
safe and adequat e wastewater service, the Comm ssion
has to dig deeper, and | ook beyond the traditional
standards. Wen the question is whether custoners
w Il experience a net detrinent as a result of the
transaction, the Conm ssion nust | ook at all aspects
of the custoner service under both M ssouri-Anmerican's
and Confl uence's ownership. In doing so, it becones
clear that in this case, custoners will experience
detrinents as a result of this transaction. Though
any of these detrinents is |likely enough to deny the
relief requested in the joint application, clearly
it's the collective weight of themthat significantly
outwei gh the benefit custonmers will receive.

M ssouri - Areri can and Confl uence have
failed in their burden to show that the transaction

wll not result in a net detrinment to custoners. For
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t hese reasons, the OPC is asking this Comm ssion to
deny the relief requested in the joint application.
The practical outcome of this is sinply that custoners
wi Il continue to receive service from M ssouri -

Aneri can.

Now, Comm ssioners, Judge Cark, |
encourage you to ask our w tnesses questions. W have
M. David Murray and Dr. Geoff Marke with us here
today. M. Mirray has opined on the cost of service
| ssues, while Dr. Marke has opined on the quality of
service issues. |'malso happy to answer any
gquestions that you may have.

JUDGE CLARK: | believe the Chair of the
Comm ssion has a question for you, and possibly for
M. Cooper on behalf of the utilities.

CHAl RMAN HAHN:  Thank you, M ss VanCer pen.
I n your opening, one of your slides on the proposed
transaction, you nentioned that the systens -- the 19
systens have been properly naintai ned but are aged.
Can you tell ne, of the 19 systens, how many of the
systens are at the end of their useful life?

M5. VANGERPEN. W thout consulting the
Staff recomendation, | -- | wouldn't be able to tell
you off the top of ny head. But that phrasing is from

the Staff recommendation. That is how they
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characterize the systens overall.

CHAl RMVAN HAHN: Ckay. So | may -- may need
to ask a staff witness. ay. Thank you.

And then | do have two questions for
M. Cooper as well. M. Cooper, when does CSWR pl an
to file their next rate case?

MR. COOPER  Consistent with what
Ms. VanCerpen said, the conpany has said that it has
targeted the third and fourth quarters of this year
for the filing of a rate case. You know, per usual,

It -- for all conpanies, it's easy to say that, but
it's harder to nail down a particular tine period, and
some circunstances change, so --

CHAl RVAN HAHN:  Understood. And if this
transacti on were approved, what woul d be taken into
account in the next rate case? Just the system
acqui sition cost, and not any acquisition prem um as
agreed to by the conpanies? O help -- help ne better
under st and.

MR. COOPER: So -- yeah. As | was saying
I n nmy opening statenent, Confluence Rivers -- it would
be a question for Confluence R vers. Confluence
Ri vers does not expect to receive recovery of any
acquisition premumthat may ultimately result. As |

nmenti oned al so, we won't really know the anmount of
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that until the closing, although Staff has nmade an
estimate, based upon information as of a particular
point in tine.

CHAl RMVAN HAHN:  Ckay. And then one ot her
guestion on lab services. | know CSWR has severa
systens. They do access |ab services. How does that
occur ?

MR COOPER: Well, I"'m-- | don't know, is
the shorter answer to that. M. Silas may know, if
you would like to direct that to him

CHAl RMAN HAHN:.  Thank you. Sorry. One
nore for Ms. VanCGerpen. In CSWR s |ast rate case, one
of the contested issues was contracted enpl oyees
versus in-house enployees. And | recall the
Comm ssion ordered a study to determ ne which --
basi cally which nodel would be nore efficient. Do you
have access to that study? Has it been conpl eted?
What's the -- you know, fromOPC s view, if you are
alleging that their operational nodel is a detrinent,
what's -- do you have that? And what's your support
for that?

M5. VANGERPEN. Sure. So | would al so
encourage you to direct this question to Dr. Marke.

But 1'll do ny best to give you an answer as well. So

| believe the study has been conpleted. And |I'm going
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to look to M. Cooper. | believe it is in the record
in this case. | believe it has been attached to
M. Silas' testinony, if | -- if | renmenber correctly.

MR. COOPER That's correct. Yes.

M5. VANGERPEN: Ckay. But OPC s issue here
Is | ess about the efficiency of the contractor nodel
for Confluence in particular, and nore about we are --
our -- our allegation of detriment is that when we
| ook at the two conpani es side by side, you know,
what -- who woul d custoners rather have serve them
Wul d we rather have full-tinme enpl oyees who are
controll ed by the conpany, who have access to this
broad knowl edge base? O would custoners be better
served by i ndependent contractors? And so in this
particular case, the issue is | ess about the
efficiency of that particular nodel for Confl uence,
and nore focused on conparing M ssouri-Anmerican to
Confluence, if -- if that nmakes sense. | nmy be doing
a poor job of explaining that.

CHAI RVAN HAHN:  Thank you.

M5. VANGERPEN:. You're wel cone. And again,
Chair Hahn, 1 just want to reiterate to ask that sane
guestion to Dr. Marke.

CHAl RMVAN HAHN:  Thank you.

JUDGE CLARK: Are there any other
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Commi ssi on questions?

COW SSI ONER M TCHELL: | have just one.
And this may be --
THE REPORTER  Sorry, sir. | don't think

your m crophone is on.

COW SSI ONER M TCHELL: Sorry. | just want
to nmake sure | clearly understand the conpanies'
position regarding the acquisition premum \Wen this
cones through in the next rate case, this will be seen
at book value without regard to an acquisition
premum |s that -- is that correct?

MR. COOPER That -- that is Confluence
Ri vers' expectation. Yes.

COW SSI ONER M TCHELL: GCkay. Thank you.

JUDGE CLARK: Ms. VanCerpen, at one point
you had said that the Conm ssion needs to | ook past
the Tartan Factors. But you also said that both
utilities could provide service. Just kind of as an
overview of clarification for nme, the Tartan Factors

are not the dispute that OPC has with Staff and the

Uilities. |Is that correct?
M5. VANGERPEN: That's correct. Qur --
JUDGE CLARK: SO -- sois -- is Staff --
["'msorry. |Is Public Counsel of the opinion that nost

of, if not all of those, are already satisfied?
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M5. VANGERPEN. We don't dispute that
Confl uence could provide service to these systens.
Confluence is regulated by this Comm ssion, and we
don't dispute that they could provide service to these
systens. This isn't a situation where we have a buyer
who' s unknown, who, you know, may not have that sane
techni cal, managerial, financial capacity that
regulated utilities do in this state. But our
position is that those Tartan Criteria, the TM
criteria that Staff |ooked at in its recommendati on
really just result in atie in this case, because
we've got two regulated utilities. And so that's our
position with regard to those standards.

JUDGE CLARK: Ckay. So OPCisn't
chal | enging any of the Tartan Factors?

M5. VANGERPEN: That's correct.

JUDGE CLARK: So the only -- assumng the
standard, so the only issue that -- that OPC is asking
the Comm ssion to look at is whether there is a
detrinent to the public interest when the factors are
all nmeta'd.

M5. VANGERPEN: Yes. Just to put a bit
finer point on it, we allege that there is a net
detrinment in this case. So we don't dispute that

there is a benefit here, that customers would receive
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a decrease in their rates, you know, at | east
tenmporarily, upon if the Comm ssion were to approve
this acquisition. But we -- our position is that
there is a net detrinent, even assum ng that benefit
exi sts.

MR. COOPER: Thank you.

M5. VANGERPEN: You're wel cone.

JUDGE CLARK: And I"'mgoing to --
M. Cooper, since you and M. Mtten are representing
both conpanies, I'"'mgoing to -- unless you separated
themout, I'mgoing to treat them ki nd of conbi ned.
So since we have no further opening statenents, the

Uilities may call their first wtness.

M SSOURI - AMERI CAN AND CONFLUENCE RI VERS CASE | N CHI EF

MR. COOPER:  Your Honor, we would call MAWC
W t ness Stephen Kadyk.

JUDGE CLARK:  And M. Kadyk, would you
rai se your right hand. Do you solemly swear or
affirmthat the testinony you' re about to give at this
evidentiary hearing is the truth?

THE W TNESS:  Yes.
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STEPHEN KADYK,
OF LAWFUL AGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO
TELL THE TRUTH, TESTI FI ED AS FOLLOAE:

JUDGE CLARK: Pl ease be seated.

THE W TNESS: Thank you.

MR. COOPER  Judge, before | proceed, you
may have noticed on our exhibit |list that we provided
to you that we have an errata sheet associated with
M. Kadyk's direct testinony, and I'd |ike to hand
that out at this tine.

JUDGE CLARK: Are there any objections? |
don't see why there would be, but --

DI RECT EXAM NATI ON

QUESTI ONS BY MR, COOPER:

Q Wuuld you pl ease state your nane.

A. Stephen Kadyk.

Q And by whom are you enpl oyed? |n what
capacity?

A. | aman engineering director at --
engi neeri ng manager at M ssouri-Anerican Water.

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

A.  Yes, | have.

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



Transcript of Proceedings
June 26, 2025

Q And is it your understanding that that
testi nony has been marked as Exhibits 100 for the
direct testinony, and 101P and 101C for your
surrebuttal testinony, public and confidential?

A. That is correct.

Q Do you have any changes that you would |ike
to nake to that testinony at this tinme?

A. Only the submitted Exhibit 102.

Q So you're referring to what has been marked
as Exhibit 102 that was handed out a few m nutes ago?

A. Correct.

Q And would you identify for us, or tell us
what that first change is that's |listed on your errata
sheet.

A. Yes. So the -- the first change is the table

of custoner counts that has been -- between the
submttal of the application and now, there is nornal
changes in custoner counts. And there was also a
change identified by OPC that we agreed with, and we
swi tched the custonmer counts for Gol den Ponds and
Hunters Creek. There was sone msallocation of parcel
data in our database. And that was corrected, and
it's showm onto the March 3rd, 2025 nunbers. So the
new custoner count should be I abeled as six oh -- 616

ver sus 606.
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Q And then there's a second itemlisted on your
errata sheet as well. Wat is that?

A. That is the total custoner count between the
application and March 3rd. And it's now at 616.

Q And then the third itemon that sheet?

A.  The mni num and maxi num cust onmer counts on
the 19 systens was listed from1ll to 83, and nowit's
from1l3 to 83.

Q If I were to ask you the questions that are
contained in Exhibits 100 and 101 today, as now
anmended, woul d 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. They are.

MR. COOPER:  Your Honor, | would offer
Exhi bits 100, 101, and 102 into evidence, and tender
the witness for cross-exam nation.

JUDGE CLARK: Are there any objections to
adm tting Conpany -- or MAWC Exhibits 100, 101, both
public and confidential, and 102 onto the hearing
record? | hear no objections. And those are
adm tt ed.

MR. COOPER:  Thank you, Your Honor.

JUDGE CLARK: Do you have further
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guestions?

MR COOPER: | do not. The witness is --
we tender the witness for cross-exam nation.

JUDGE CLARK: Thank you. Any questions
from-- hold on just a second. | believe Staff gets
first cross-exam nation.

M5. HANSEN: Yes. But we have no
guestions. Thank you.

JUDGE CLARK: Any cross-exam nation from
Publ i ¢ Counsel ?

M5. VANGERPEN: No questions, Your Honor.

JUDGE CLARK: Thank you. M. Kadyk, you
may be excused. Oh, I'msorry. Are there any
Comm ssi on questions? | apol ogi ze. Go ahead,

Comm ssioner Mtchell.
COW SSI ONER M TCHELL: Thank you.
EXAM NATI ON BY COW SSI ONER M TCHELL.:

Q Do you know if any of the systens that are
under consi deration here have any conpliance issues
with the State?

A. Yes. There is currently negotiations on an
AOC for two different systens within M ssouri-Anmerican
Wat er of these 19. And we work closely with the MDNR
to neet all of our deadlines with those AOCs. And

we've got projects that will address the conpliance
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| ssues that neet the tinelines at the ACC.

Q Do you know general ly what those issues are?

A. Yeah. Amonia -- ammonia limts was two of
the main things identified. There was sone capacity
| ssues that are also identified. But those wll be
addressed with the sanme i nprovenents.

Q GCkay. And one of the things that OPC brings
up is that 18 of the 19 wastewater systens are in
close proximty to other systens that M ssouri -
Anmerican Water is operating now Do -- do you know,
are those water systens, or wastewater systens, or are
they a conbi nati on of both?

A. So the main location that OPC is talking
about is our water system And we do have crossover
enpl oyees that do both at those. But mainly, the
operational staff at that -- Jefferson Gty is water
system operators.

Q Ckay. Thank you.

A.  Yeah.

JUDGE CLARK: Are there any further
Commi ssi on questions?
EXAM NATI ON BY CHAI RVAN HAHN:

Q | wll ask, and also ask Staff. But of the

19 systens, how many are at the end of their useful

| ives?
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A. It -- depending on how you define useful

life. There are changes that happen within the
regul atory environnent that we don't know for sure as
of now. |If those changes cane about, there could be
closer to end of useful life for sone of these
systens. But the ones that we know are at the end of
their useful life have been addressed by the MDNR, and
are under AQCs, or have projects in place that they
wi || be brought back into conpliance.

CHAI RVAN HAHN:  Thank you.

JUDGE CLARK: Any redirect fromthe
conpani es?

MR. COOPER  Judge, | think Staff and OPC
get anot her shot here.

JUDGE CLARK: | think you're right. 1'ma
little rusty. Any recross from Staff based upon
Comm ssi on questions?

M5. ASLIN. No questi ons.

JUDGE CLARK: Any recross fromthe Public
Counsel based on Conm ssion questions?

M5. VANGERPEN: Yes, Your Honor. Just
briefly.

CROSS- EXAM NATI ON
QUESTI ON BY Ms. VANGERPEN:
Q Good norning, M. Kadyk. | apologize if |
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sai d your name incorrectly.

A. That's okay. Get used to it.

Q So in your discussions with Comm ssioner
Mtchell, you nentioned that the OPC relied on the
close proximty to Mssouri-Anerican's water systens.
s that correct?

A. (1 NDI CATI NG )

Q But M ssouri-Anerican has wastewater systens
in this area as well. |Is that correct?

A. Yes. That's true.

Q And of those wastewater systens, those
I ncl ude both small systens and | arge systens.
Correct?

A, Yes.

Q And those systens are located in Cole

County -- in Cole County. Correct?
A Yes.
Q Are -- does M ssouri-Anmerican operate any
waste -- other wastewater systens in Callaway County?
A. | would have to | ook at the location. [I'm

not for sure on like the exact location of all the
ot her systens, besides these 19 right now.

Q Ckay. But you do know that there are other
wast ewat er systens, at least in Cole County?

A. Yes.
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Q Ckay. Thank you, Your Honor. No -- oh,
one -- and just to confirm M ssouri-Anerican is not
I ntending to sell those systens. |s that correct?
A At this tinme, we have no arrangenents to sell
any ot her wastewater systens.
Q And M ssouri-Anerican actually intends to
conti nue operating those systens. Correct?
A. At this point today, yes, we do.
M5. VANGERPEN: No further questions.
Thank you, Your Honor.
JUDGE CLARK: Thank you. Any redirect from
the UWilities?
MR. COOPER: Yes. Thank you, Your Honor.
REDI RECT EXAM NATI ON
QUESTI ONS BY MR COCPER:
Q M. Kadyk, you had a question from
Comm ssioner Mtchell about systens with conpliance
| ssues. And you nentioned two systens. Wiich two
systens are those?
A. They are -- let ne nake sure | get the
correct -- so they are Gol den Pond and the Hi ghl ands,
are the two that have AOCs at this tine with the DNR

Q You were al so asked questions by OPC counsel

in regard to close proximty to water, and -- and
wast ewat er operations. But let ne ask this. In terns
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of your enployees, and their certification, is there a
di fference between enpl oyees that work on the water
systens and those that are able to work on the

wast ewat er systens?

A. Yes. The different certifications are
required to operate and nmi ntain water systens and
wast ewat er systens. Those are different regul ated
operator classifications under the DNR criteri a.

Q And in addition to full-tinme enpl oyees, does
M ssouri-Anmerican currently use contract enpl oyees for
sone types of work that is perforned on its wastewater
systens?

A.  Yes, we do. There are certain specialty
Itens that need to be done by contract enpl oyees
that's nore efficiently subcontracted out instead of
keepi ng that expertise in-house at all tines.

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

JUDGE CLARK: Ckay. M. Kadyk, | believe
you' re excused.

THE W TNESS: Thank you.

JUDGE CLARK: Wait. Hold on two seconds.

| don't believe we usually allow recross after

redirect; do we? | didn't think so.
MR. COOPER  No, Your Honor. |'m not
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famliar if you have.

JUDGE CLARK: Ckay. You're excused. Thank
you. And the Utilities may call their next wtness.

MR. COOPER W would call Confluence
Rivers' witness, M. Aaron Silas at this tine.

JUDGE CLARK: M. Silas, would you raise
your right hand to be sworn. Do you solemly swear or
affirmthat the testinony you' re about to give at this
evidentiary hearing is the truth?

MR SILAS: | do.
AARON S| LAS,
OF LAWFUL ACGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO

TELL THE TRUTH, TRUTH, TESTIFI ED AS FOLLOWE:

JUDGE CLARK: Pl ease be seat ed.
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DI RECT EXAM NATI ON
QUESTI ONS BY MR COCPER:

Q Wuld you please state your nane.

A.  Aaron Sil as.

Q By whomare you enpl oyed, and in what
capacity?

A I'"menployed -- enployed by Central States
Wat er Resources, or CSWR, as the assistant
Vi ce- presi dent over our regul atory operations and our
cust oner experience departnent.

Q And you're appearing today on behal f of
Confl uence Rivers?

A | am

Q Have you caused to be prepared for the
pur poses of this proceeding certain direct and
surrebuttal testinony in question and answer fornf

A. | have.

Q Is it your understanding that that testinony
has been marked as follows: That Exhibit 1 is your
direct testinony; that Exhibit 2C is schedule -- the
confidential schedule to that testinony, AS-1-C, and
that Exhibit 3, both P and C, is your surrebuttal
testinony in public and confidential forns?

A Yes.

Q Do you have any changes that you would |ike
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to make to that testinony at this tinme?

A.  No.

Q If I were to ask the questions which are
contained in the exhibits today, would your answers be
t he sane?

A, Yes.

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

A. They are.

MR. COOPER  Your Honor, | would offer
Exhibits 1, 2C and 3, 3P and 3C, into evidence at the
tinme.

JUDGE CLARK: Are there any objections to
admtting Confluence Rivers' Exhibits 1; 2,
Confidential; and 3, both Public and Confidential onto
the hearing record? | hear none. Those -- those
exhibits are admtted onto the hearing record. Go
ahead.

MR. COOPER:  Your Honor, we would tender
M. Silas for cross-exam nation.

JUDGE CLARK: Any cross-exam nation from
the Comm ssion Staff?

M5. ASLIN:. No questions. Thank you.

JUDGE CLARK: Any cross-exam nation from

publ i ¢ counsel ?
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M5. VANGERPEN: No, thank you, Your Honor.

JUDGE CLARK: Are there any Comm ssion
guestions for this w tness?

EXAM NATI ON BY CHAI RVAN HAHN:

Q &ood norning, M. Silas. Just a couple
guestions. On the handout that OPC provided during
their opening statenent, they have a scale of itens
that are detrinents. And the first one is no | ab.

Can you talk -- tal k about how CSWR accesses | ab
services, and just talk ne through that.

A, Absolutely. So it's -- it's ny understanding

fromthe statenent of position that OPC is talking

about research labs. | don't knowif that's
absolutely correct. But |'lIl speak about both kind of
| abs.

So fromthe research | ab perspective, |
don't know the specifics of how we interact with
research | abs, but | do know that Confluence has been
part of multiple different kinds of pilots for
wast ewat er treatnent systens that have resulted in
savings of mllions of dollars for -- for |agoon
rehabs. So the first being side stream MBBRs. And
t he second being we are currently kind of in the
mddle of a pilot of the first MMBRin -- in state

hi story, which is a nenbrane aerated biofilmreactor,

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



Transcript of Proceedings
June 26, 2025

whi ch helps to treat ammonia and total nitrogen. So
inny role, I don't know the specifics of how all of
t hat works, but | do know that -- that we do
participate in pilots.

And all the other kind of |aboratory
services that we utilize, | think are pretty standard.
So we work with our operations personnel to -- to

utilize the |labs that are available in the state of

M ssouri .

Q If we're just tal king about sanpling | abs,
or, you know -- do you have a contract with certain
|l abs? | just -- I'mtrying to establish that -- how

you get your water/wastewater testing conpleted.

A. Absolutely. Yeah. So we do utilize
consi stent | abs through our operations personnel. So
our third-party operators are required by contract to
performthose sanples, and -- and utilize those
| aborat ory servi ces.

Q GCkay. So it's the third-party contractor
that's actually responsible for the lab contract, not
CSWR?

A.  In ny understanding, we are ultimtely
responsible. 1It's in our contract that they perform
those services for us. But if sonmething were to be

m ssed, Confluence is ultimately responsible. So we
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have oversight into all of that. W ensure it's all
happeni ng appropriately. But the operations personnel
are the ones, you know, doing the actual work,
del i vering sanples, that kind of thing.

Q Do you have an exanple of where an operator
hasn't perfornmed sonething that needed perforned? And
how did CSWR go about the Iab work for that itenf

A. | don't have any exanple where -- where that
woul d have occurred.

Q Ckay. Also, |I'd asked previously about the
operational nodel. In CSWR s |ast rate case, the
Comm ssi on had requested or ordered the conpany to do
an anal ysis of in-house enpl oyees versus contractors.
My understanding is that should have sone confidenti al
provi sions. But would you be able to give public
testinmony of a sunmary of the outcone of that
attachnent ?

A. | can. Yes. So Confluence did perform
the -- the full cost/benefit analysis of the
third-party operations that was required fromthe | ast
rate case. We were able to conclude that as of
Sept enber 30t h, 2023, the costs would be nuch greater
to internalize those operations than the run rate of
third-party operations costs for -- for 4 of 2023.

W were able to tal k about sone of the benefits and
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detrinents of -- of that. And while potenti al
benefits do include, you know, direct nmanagenent over
operations, and -- and potential cost stability, the
conclusion of the analysis was that it would be nuch
nore costly to internalize operations at that tine. |
will also add that as part of that sanme condition, we
are required to do a -- a revanp of that study and
fileit with the next rate case.

Q Thank you. Also, M. VanCerpen alluded to
kind of the custoner experience: Wuld the custoner
prefer a | arger conpany |i ke M ssouri-Anmerican, or a
smal | er conpany |i ke Confl uence because M ssouri -
Anerican has in -- in-house enpl oyees versus
Confl uence has contracted. |In your |ast rate case, |
woul d say custoner service was a significant issue. |
woul d |i ke to understand, from your perspective,
what's been done, if you have custoner experience
netrics that you could share or point to so that when
a custoner does call, they have soneone that is
famliar with their systens. Do you have any of those
nmetrics that you could share with us?

A. Absolutely. So in this past Decenber, |
actually started to head the custoner experience
departnent. And we've done a whole lot of different

initiatives to ensure that the custoners are
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experiencing a -- a positive interaction with both our

agents and our operations personnel.

Soin terns of netrics, | do have a few
innmy -- in ny surrebuttal testinony. | pulled sone
additional nmetrics as well. So the nost recent week

of data, which is 6/13 through 6/19, 40 percent -- 39
to 40 percent of our custoners chose to take a survey
In regards to our services. And of those 40 percent
that took said survey, 94.83 of themrated our service
perfectly, which neans they answered yes to all the
questions, in was the agent know edgeabl e, did you get
your situation resolved, and was the agent friendly.
On top of that, we've also | aunched an
I nternal i zed work-order resource teamin the custoner
experi ence departnent, which basically just neans that
we have even nore direct insight into the service
situati ons whenever we dispatch a technician. So what
that neans is now Confluence Rivers and our personnel
are directly interacting with custoners on service
I nteractions to ensure that, first of all, the task is
di spatched imedi ately, wthin 15 mnutes, to a
technician. And second, we follow up with the
custonmer at the end to ensure that the situation was
resol ved appropriately. So all of that really kind of

goes into the fact that since the last rate case, we
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have | aunched several initiatives to nmake sure that
the custoner experience is as good as it can possibly
be.

Q Thank you.

JUDGE CLARK: O her Conm ssion questions?
COW SSI ONER M TCHELL: Thank you.
EXAM NATI ON BY COW SSI ONER M TCHELL.:

Q Good norni ng.

A.  Morni ng.

Q | want to run kind of the | ab and operati onal
nodel questions sort of together here. So is it fair
to say that with regard to conpliance testing,
ultimately CSWR i s responsi ble for that conpliance
testing?

A. Correct. Yeah. The regional manager, whose
name is -- iIs Justin Lundgren, who's in charge of the
Confl uence Rivers operations, he oversees all of that.
We al so have an internal conpliance departnent that
tracks all of that as well. So yes, ultimately, we
have direct oversight, and -- and are directly
responsi bl e for the conpliance of these systens.

Q And fair to say that all of the |aboratory --
all of the |aboratory services that you engage are
certified by DNR?

A. Correct.
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Q GCkay. Kind of a simlar question wth regard
to the operational nodel. At the end of the day,
CWS -- Confluence is the permit-holder. And fair to
say that they have ultimate responsibility for the

conpl i ance of each of the plants.

A. Correct.

Q And not the contract operators.
A.  Absolutely.

Q Thank you.

A.  Thank you.

EXAM NATI ON BY JUDGE CLARK:

Q This may have been clear to everybody el se,
but it confused ne just a touch. \When the Chair of
t he Comm ssion asked you whet her or not Confluence had
contracts with | aboratories, | saw you noddi ng. Wen
you answered the question, you indicated that it was
required of the third-party contractors you -- you --
you contract with. So does -- does Confluence have a
contract wth [abs? O does Confluence's contract
with third-party vendors require themto have a
contract wth labs? O does Confluence's contract
Wth third-party vendors just require themto use
M ssouri | abs, or other |abs?

A. | don't know the specifics of -- of how -- of

who i s contracted where.
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Q GCkay. And without getting into the nunbers
In this case, because those nunbers are confidential,
I s Confluence R vers requesting that the Comm ssion
approve an acquisition prem unf
A.  No.
JUDGE CLARK: Thank you. Any redirect
based upon Conmi ssi on questions from Staff?
M5. ASLIN. No questions.
JUDGE CLARK: Any redirect based upon
Commi ssion questions fromthe Ofice of Public
Counsel ?
M5. VANGERPEN: Yes, Your Honor.
CROSS- EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:
Q Good norning, M. Silas.
A.  Morni ng.
Q Sol'dlike to touch on a few different areas
here. So first, starting wth the study about the
| ndependent contractors. | believe you tal ked about
that with -- with Chair Hahn. Could you tell us who
conducted that study.
A. It was internal personnel. It was headed by
a vice-president at our conpany, M chael Duncan.
Q And so there was no outside third party that

| ooked at this? This was an internal study?
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A. W did have an outside third party |look at it
as well. Scott Madden.

Q But ultimately, it's an internal personnel
who produced that?

A. Correct.

Q Thank you. | believe in your discussions
with the Conmm ssion, you al so tal ked about your
regi onal manager, Justin. And | apologize. | have
forgotten his last nanme. How big is his region?

A. He oversees the operations personnel for the
entire state of M ssouri.

Q And does he oversee operations in any other
states?

A.  He does not.

Q And nowl'd like to turn to the acquisition
premum So have you reviewed Staff's report and
recommendation in this case?

A. | have.

Q And you would agree with ne that Staff
cal cul ated that an acquisition prem um exi sted as of
the tinme that they issued that report?

A, Yes.

Q And you would agree with ne that we will not
know any updat ed nunbers until Confluence files its

next rate case. Is that correct?
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A. Yes. Yeah. The -- the Commssion likely
woul dn't know any updated nunbers until the next rate
case. Correct.

Q So at this tinme, the only nunbers that are in
the record for this case are those that exist in
Staff's report and recomrendati on?

A.  That is ny understandi ng.

M5. VANGERPEN: Just a nonent, Your Honor.
No further questions, Your Honor. Thank you
M. Silas.

THE WTNESS: O course.

JUDGE CLARK: Any redirect fromthe
Uilities?

MR. COOPER  Yes, Your Honor.

REDI RECT EXAM NATI ON

QUESTI ONS BY MR COCPER:

Q M. Silas, you were discussing the contractor
study wwth Ms. VanCGerpen. WAs that study provided to
Staff at OPC prior to or around the filing of this
case?

A Yes.

Q It was. And -- and presented to them at that
time?

A. Correct.

MR. COOPER: That's all the questions |
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have at this tinme, Your Honor.

JUDGE CLARK: Ckay. As | understood it,
M. Silas could only be here today. |s there any
objection to finally excusing hin? | see none.
M. Silas, thank you for your testinony. You're
excused.

THE W TNESS: Thank you.

MR. COOPER: And just -- and just for
ot hers' know edge, the requirenent really was that --
that he -- he not be here tonorrow. So you will
likely see M. Silas the rest of the day in the -- in

the hearing room so --

JUDGE CLARK: I'Il keep that in mnd if |
have further questions. It's ny intention to go
ahead -- that's -- that's the |last of your w tnesses.

Is that correct?

MR. COOPER That's correct, Your Honor.

JUDGE CLARK: Does -- does MA -- does
M ssouri-Anmerican or Confluence have further evidence
or testinony they wish to offer? O are you resting
at this tinme?

MR. COOPER. We do not have any further
testinony to offer at this tine, Your Honor

JUDGE CLARK: Ckay. It's ny intention to

go through Staff's first witness, if possible, and
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then to take a short break. So with that in m nd,

Staff, you may call your first w tness.

PUBLI C SERVI CE COW SSI ON STAFF CASE | N CHI EF

M5. HANSEN: We'd like to call Johnny
Gar ci a.

JUDGE CLARK:  And M. Garcia, would you
rai se your right hand to be sworn. Do you solemmly
swear or affirmthat the testinony you are about to
give at this evidentiary hearing is the truth.

MR. GARCI A: Yes.

JOHNNY GARCI A
OF LAWFUL AGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO
TELL THE TRUTH, TESTIFI ED AS FOLLOWE:
JUDGE CLARK: Pl ease be seated. Staff, go
ahead.
DI RECT EXAM NATI ON

QUESTI ONS BY M. HANSEN:

Q M. @Grcia, can you please state and spell
your nane for the record.

A. Johnny Garcia. J-OHNNY GARGCGI-A

Q By who are you enployed, and in what

capacity?
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A. I'menployed by the Mssouri Public Service
Commi ssion as a financial analyst.

Q Al right. D d you prepare the surrebuttal
testinmony in this case which has been nmarked as
Exhi bit 2017

A Yes, | did.

Q At this tine, do you have any corrections to
make to Exhibit 2017

A.  No.

Q If | asked you the sane question today within
Exhi bit 201, would your answers be the sanme or
substantially simlar?

A.  The sanme. Yes.

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

A Yes.

Q D dyou contribute to the Staff neno which is
attached to Jarrod's -- Jarrod Robertson's rebuttal
testi nony?

A.  No. A nenber -- another nenber of staff, who
was on leave for a majority of the case, did. But
|'"ve since reviewed and anal yzed it, and agree with
ot her staff nenber's position.

Q Al right. Are you the appropriate Staff

enpl oyee to ask questions regarding the financi al
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anal ysis portion of the Staff nmeno?
A Yes.

M5. HANSEN. Thank you. At this tine, |
of fer Exhibit 201 into the record.

JUDCGE CLARK: Are there any objections to
admtting Exhibit 201 onto the hearing record? | hear
none. That exhibit is so admtted.

M5. HANSEN: Thank you, Judge d ark. At
this time, | tender M. Johnny Garcia for cross-
exam nati on.

JUDGE CLARK: Any cross-exam nation from
the UWilities?

MR. COOPER: No questions, Your Honor.

JUDGE CLARK: Any cross-exam nation from
the O fice of the Public Counsel ?

M5. VANGERPEN: No questions, Your Honor.

JUDGE CLARK: Any Conmi ssion questions at
this time? | hear none. M. Garcia, | have no
questions for you. Wth that in mnd, thank you for
your testinony. And you may be excused.

THE W TNESS: Thank you.

JUDGE CLARK: Since that was so quick, |I'm
going to go ahead and go to Staff's second w tness.
So Staff, you may go ahead and call your second

W t ness.
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M5. HANSEN: Thank you, Judge O ark. At
this tinme, we would like to call M. Adam Stanp to the
st and.

JUDGE CLARK: M. Stanp, would you raise
your right hand to be sworn. Do you solemnly swear or
affirmthat the testinony you re about to give at this
evidentiary hearing is the truth?

MR. STAMP: | do.

ADAM STAMP
OF LAWFUL ACGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO
TELL THE TRUTH, TESTIFIED AS FOLLOWG:

JUDGE CLARK: Pl ease go ahead, Staff.
DI RECT EXAM NATI ON

QUESTI ONS BY M. HANSEN:

Q M. Stanp, can you please state and spel
your nane for the record.

A. M nane is Adam Stanp. A-DA-M S T-A-MP.

Q By who are you enployed, and in what
capacity?

A. | aman analyst for the Mssouri Public
Servi ce Conm ssi on.

Q D d you prepare the surrebuttal testinony in

this case, which has been previously marked as Exhi bit
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2037

A Yes, | did.

Q At this tine, do you have any corrections to
make to Exhibit 2037

A.  No.

Q If I asked you the sane question today within
Exhi bit 203, would your answers be the sanme or
substantially simlar?

A, Yes.

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

A.  Yes.

M5. HANSEN: Thank you. At this tine, |
of fer Exhibit 203 into the record.

JUDGE CLARK: Are there any objections to
admtting Staff Exhibit 203 onto the hearing record?
| see none.

M5. HANSEN:. Thank you, Judge O ark. At
this tine, | tender M. Adam Stanp for
Cross-exam nati on.

JUDGE CLARK: Staff's witness -- Exhibit
203 is admtted onto the hearing record.

M5. HANSEN: Apol ogi es.

JUDGE CLARK: Any cross-exam nation from
the Uilities?
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MR. COOPER  No, Your Honor.

JUDGE CLARK: Any cross-exam nation from
the Ofice of the Public Counsel?

M5. VANGERPEN:. No, thank you, Your Honor.

JUDGE CLARK: Are there any Conm ssion
guestions for this witness? | hear none. And | have
no questions for you at this tine, M. Stanp. So you
are excused. Thank you.

THE W TNESS: Thank you.

JUDGE CLARK: And Staff, you nay go ahead
and call your third w tness.

M5. HANSEN: Thank you, Your Honor. At
this time, we'd like to call M. Jarrod Robertson to
t he stand.

JUDGE CLARK: M. Robertson, would you
rai se your right hand to be sworn. Do you solemmly
swear or affirmthat the testinony you' re about to
give at this evidentiary hearing is the truth?

MR, ROBERTSON:  Yes.
JARROD ROBERTSON
OF LAWFUL AGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO

TELL THE TRUTH, TESTIFI ED AS FOLLOWE:

JUDGE CLARK: Pl ease be seated. Staff, go
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ahead.
DI RECT EXAM NATI ON

QUESTI ONS BY Ms. HANSEN:

Q M. Robertson, can you pl ease state and spell
your nane for the record.

A. Jarrod Robertson. J-A-R R OD.
ROBERT-SON.

Q By who are you enployed, and in what
capacity?

A I'mwth the Mssouri Public Service
Comm ssion as a senior analyst wwthin the Water,
Sewer, Gas and Steam Departnent of the Industry
Anal ysi s Divi sion.

Q D d you prepare the rebuttal and surrebuttal
in this case which have been previously marked as

Exhi bits 200 and 2027

A.  Yes.

Q | apologize. Exhibit Nunber 200 is both
Confidential and Public. |[Is that correct?

A Yes.

Q At this tine, do you have any corrections to
make to Exhibits 200 and 2027

A.  Yes, | do.

Q Al right. Can you tell nme those -- those

corrections.
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A. Yes. The first would be within the Staff
recommendat i on nmenor andum

Q kay.

A.  And essentially, we have sone input errors
within the narrative pertaining to the custonmer counts

for a few of these systens as they conpare to the

tabl e.
Q kay.
A. Wuld you like ne to read what those are?
Q Yes, please.
A Al right. And ny apologies. | have a clean

docunent in front of nme which no | onger has the
hi ghlights, so I'mgoing to have to find these for us.

Q No problemat all.

A Al right. GOkay. The first error or edit we
woul d like to bring up would be with the Hllers Creek
custonmer count, as inputted in the narrative of 47.

It is actually 43 within the table.

Q Ckay.

A.  And these nunbers |I'mreading -- reading
aloud in the table match the table fromthe
application as well submtted by the parties.

Q Ckay. Thank you. Can you specify which page
of the nmeno you are on.

A. Yes, | can. The table itself is on Page 3 of
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17. And the narratives for each systemfollow after.
And Hillers Creek is on Page 6. So the next -- next
edit would be the narrative stating 52 custoner counts
for Hunters Creek when that is actually 67.

And then we've got another for QOzark
Meadows, where it's stated as 30 custoner connecti ons,
and that is 26 on the table.

And that appears to be -- oh, one |ast
one, for the H ghlands. On Page 8 of 17, it is stated
as 60 when it is actually 29 custoner count.

Q I'msorry. Ws that 6-0 or 1-67?

A 6-0.

Q Al right. And then did you have anot her
correction?

A. Yes, | did, for ny surrebuttal. That woul d
be on Page 2, where | referred to, on Line 6,
Dr. Marke's surrebuttal testinony, and it should have
been rebuttal.

Q Al right. And these are all of the
corrections. Is that correct?

A. That is correct.

Q kay.

JUDGE CLARK: And there's been a nunber of

corrections. Wuld Staff be able to submt errata

sheets for the rebuttal and surrebuttal testinony of
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M. Robertson?

M5. HANSEN: Absolutely, we can do that.

JUDGE CLARK: Whuld you be able to do that
by the end of the day on Friday?

M5. HANSEN. We can do that.

JUDGE CLARK:  And | will allow until July
2nd, next Wednesday, for objections. And so those
wi Il be, | assune, separate ones for each testinony.
So that will be Exhibit 204 and 205.

M5. HANSEN: All right. Thank you. W --
we w il do that.

JUDGE CLARK: Ckay. Go ahead. Sorry to
I nterrupt.

M5. HANSEN: No problemat all.

Q (BY Ms. HANSEN.) M. Robertson, if | asked
you the sanme question today within Exhibits 200 and
202, woul d 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.

M5. HANSEN: Thank you. At this tine, |
of fer Exhibits 201 and 202 into the record.

JUDGE CLARK: Any objections to Exhibits --
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Staff's -- 200, the rebuttal testinony of
M. Robertson, and Exhibit 202, the surrebuttal
testinony of M. Robertson onto the hearing record?
M5. VANGERPEN. Your Honor, can | just ask
a clarifying question to see if | have an objection.
JUDGE CLARK: Pl ease go ahead.
M5. VANGERPEN:. Thank you.
CROSS- EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:

Q M. Robertson, are your updated nunbers, do
those match the updated nunbers that the conpany
submtted in its errata sheet this norning?

A. The 616 total ?

Q Yes.

A. They do not. They relate to the application
nunbers, so the 606.

Q Ckay. So the nunbers are being updated to
mat ch the application as filed?

A. That's correct.

M5. VANGERPEN. Ckay. Thank you, Your
Honor. No objection.

JUDGE CLARK: Ckay. Exhibits 200 and
Exhi bit 202 are admtted onto the hearing record. And
t hat woul d be Exhibit 200, both Confidential and
Publ i c.
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M5. HANSEN: Thank you, Judge O ark. At
this time, | tender M. Jarrod Robertson for cross-
exam nati on.

JUDGE CLARK: Any cross-exam nation from
the UWilities?

MR. COOPER  Yes, Your Honor.

CROSS- EXAM NATI ON
QUESTI ONS BY MR COOPER:

Q M. Robertson, in Staff's statenent of
position, it concludes by saying Staff, cognizant of
the fact that there is no exhaustive list of
consi derations influencing whether or not a sale is
detrinental to the public, perfornmed a thorough
anal ysi s using the above-nentioned criteria as a
gui de, considered all relevant factors, and found that
the proposed sale is not detrinental to the public
Interest. |s that statenment consistent with your
under standi ng of how Staff arrived at its
recommendation in this case?

A Yes, it is.

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

JUDGE CLARK: Any cross-exam nation from
the Ofice of Public Counsel?

M5. VANGERPEN: Yes, Your Honor. Just
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briefly.
RECROSS- EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:

Q Good norning, M. Robertson.

A.  Morni ng.

Q M. Robertson, did you issue Data Request
Nunber 51 to Confluence on May 29th of this year?

A. Could we | ook at an exanple of that so I may
speak to that.

Q Sure.

A. Lot of nunbers.

M5. VANGERPEN. Your Honor, | actually have
printouts of that. My | approach the w tness and
hand t hose out.

JUDGE CLARK: Pl ease.

M5. VANGERPEN:. Thank you. Just for
clarity of the record, Your Honor, | would like to
refer to this docunent as Exhibit 304, just for
I dentification purposes.

Q (BY Ms. VANGERPEN.) So M. Robertson, | just
want to ask you again, now that you've refreshed your
recollection. D d you issue Data Request Nunmber 51 to
Confl uence on May 29th of this year?

A. Yes. Staff issued this on -- on that date.

Yes.
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Q D d you receive a response to that request?

A Yes.

Q And did you review that response to the
request ?

A. | did reviewthat. Yes.

Q And M. Robertson, is the docunent that
you're holding, is that both Staff's Data Request
Nunber 51 as well as Confluence's answer to that data
request ?

A.  Yes.

Q And is this a true and accurate copy of
those -- of that data request and Confl uence's
response?

A. To the best of ny ability to understand.

Yes.

M5. VANGERPEN:. Thank you. Your Honor, 1|'d
like to admt Exhibit 304 into evidence.

JUDGE CLARK: Are there any objections to
admtting Public Counsel Exhibit 304, which is Staff
Dat a Request 51, onto the hearing record?

M5. ASLIN. | just want to nention that
both the data request and the response are
confidential .

M5. VANGERPEN: Yes, Your Honor. They are.
We don't dispute that.
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JUDGE CLARK: Thank you. Any objections?
| see none. Exhibit 304, Confidential, DR51 of Staff,
Is admtted onto the hearing record. Please go ahead.

M5. VANGERPEN:. Thank you, Your Honor.

Q (BY M. VANGERPEN.) M. Robertson, |'d now
actually like to swtch gears a little bit and tal k
about Data Request Nunber 52.

Your Honor, may | approach the w tness
with this docunent as well?

JUDGE CLARK: Yes.

M5. VANGERPEN: Thank you.

JUDGE CLARK: And if we can get a copy of
51 now, please.

M5. VANGERPEN: Yes, Your Honor. O
cour se.

Q (BY MS. VANGERPEN.) So M. Robertson,
simlarly to Data Request Nunber 51, did you issue
Dat a Request Nunber 52 to Confluence on May 29t h of
this year?

A.  Yes.

Q And did you receive a response to -- to that
data request?

A.  Yes.

M5. VANGERPEN. And | apol ogi ze, Your

Honor, | -- | should have nentioned for clarity
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pur poses the OPC would like to identify this docunent
as Exhibit 305.

Q (BY M. VANGERPEN.) And did you review
Confl uence's response to that request?

A.  Yes.

Q And M. Robertson, is the docunent that
you're holding, to the best of your know edge, both
Staff's Data Request Nunber 52 and Confl uence's
response to that data request?

A Yes.

Q And is that a true and accurate copy of the
data request and Confluence's response to it, to the
best of your know edge?

A, Yes.

Q And for clarity, this -- the request is

public, but the response is confidential. Is that
correct?
A, Yes.

M5. VANGERPEN:  Your Honor, | would like to
admt Exhibit 305 into evidence.

JUDGE CLARK: Any objections to
admtting -- or admtting Public Counsel Exhibit 305,
Confidential, DR 52 and its response, onto the hearing
record?

M5. HANSEN: One point of order. Both the
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requests -- oh, sorry. Sorry about that.
JUDGE CLARK: Ckay. Are there any
obj ections? | see none. Public Counsel Exhibit 305,

Confidential, DR 52, is admtted onto the hearing
record.

M5. VANGERPEN: Thank you, Your Honor.
Your Honor, we have no further questions.

JUDGE CLARK: Ckay. Hold on just a second.
I"'mgoing to mark this exhibit. Are there any
Commi ssion questions for this witness? | hear none.

EXAM NATI ON BY JUDGE CLARK:

Q M. Robertson, | have -- | have one question
for you. Staff is supporting the transfer of assets
from M ssouri-Anmerican to Confluence. |s that
correct?

A. That is correct.

Q Is Staff opposing an acquisition premumin
this case?

A, Yes.

Q \Wy?

A.  That woul d probably be a question better
addressed froman auditing Staff nenber.

JUDGE CLARK: Is there an auditing Staff
menber that woul d be available to answer that

guestion?
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M5. HANSEN. Ms. Melanie Marek is in the
bui | di ng, and she can answer that question.
JUDGE CLARK: Ckay. W may cone back to
that later. | have no further questions. Any
redi rect?
REDI RECT EXAM NATI ON
QUESTI ONS BY Ms. ASLIN:

Q M. Robertson, you stated that Staff is
opposi ng an acquisition premumin this case. |[|s that
correct?

A. That is how | answered. Yes.

Q Wuld it be nore accurate to state that Staff
bel i eves that maki ng any determ nati on about an
acquisition premumat this point is not appropriate
for this case?

A.  That would be nore accurate. Yes.

M5. ASLIN.  Thank you.
FURTHER EXAM NATI ON BY JUDGE CLARK:

Q Now ny next question. Wy would that be nore
accur at e?

A. That is what Staff's recommended within their
menor andum

Q Ckay. That is acceptable.

Al right. [If there's no further

guestions, M. Robertson, you may step down. And does
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Staff have any further w tnesses or evidence at this
time?

M5. HANSEN:. We do not, Your Honor.

JUDGE CLARK: Ckay. |I'mgoing to take --
it is now 10:44. | would like to take a recess until
10:55. And if -- if you could have Ms. Marek
avai l able, | would appreciate that. Al right. W're
In recess. Let's go off the record.

(OFF THE RECORD.)

JUDGE CLARK: Ckay. It is now 10:55.
Let's go back on the hearing record. Staff, would you
like to call Wtness Marek.

M5. HANSEN. Staff calls Wtness Marek to
t he stand.

JUDGE CLARK: And woul d you raise your
right hand to be sworn. Do you solemmly swear or
affirmthat the testinony you re about to give at this
evidentiary hearing is the truth?

M5. MAREK: Yes, | do.
VELANI E MAREK
OF LAWFUL AGE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO

TELL THE TRUTH, TESTIFI ED AS FOLLOWE:

JUDGE CLARK: Pl ease be seat ed. | don't
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bel i eve Staff has any questions for you; do they?
EXAM NATI ON BY JUDGE CLARK:

Q GCkay. | had asked the previous w tness,

M. Robertson, if Staff was supporting an acquisition
premum And | was told that you were the w tness who
could explain staff's position on acquisition

prem uns.

A. That's correct.

Q As it relates to this case. Gay. Wuld you
go ahead.

A.  To explain our position? So we cal cul at ed
the difference between the purchase price and the net
book value, which did give us a figure. That figure's
confidential. However, we're not recommendi ng, and no
one's requesting an acquisition premumin this case.
But our general stance is that it not be born by the
rate payers, but instead by the shareholders in a
typi cal acquisition case.

Q And what's the reasoning for that?

A. | would say basically it's because it stops
a -- or prevents or deters a -- a conpany from
purchasing -- or selling sonething, basically, for

additional profit, if they're the ones that are having
to take that hit financially, or buying it to give

anot her conpany profit.
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JUDGE CLARK: Thank you. Are there any
Comm ssion questions? | hear none. Are there any
guestions based upon ny questions? Starting with the
Uilities.

MR. COOPER: No questions, Your Honor.

JUDGE CLARK: Public counsel, any questions
for this witness?

M5. VANGERPEN: Yes. Just -- just briefly,
Your Honor.

CROSS- EXAM NATI ON

QUESTI ONS BY Ms. VANGERPEN:

Q Good norning, M. Marek.

A.  Marek.

Q Sorry.

A. That's okay. Everyone --

Q | just want to clarify. Staff did, inits
menor andum attached to its report and recomrendati on,
calculate a difference between the net book val ue and
the purchase price in this case. Correct?

A. That is correct.

M5. VANGERPEN:. No further questions, Your
Honor .
JUDGE CLARK: Thank you. Any questions

fromStaff?
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DI RECT EXAM NATI ON
QUESTI ONS BY Ms. ASLIN:

Q | just have one clarifying question. Wen
you were tal king about acquisition premuns wth Judge
Clark, | believe you had nentioned sonet hi ng about
Staff's view on acquisition premuns in acquisition
cases. And | just wanted to clarify. | believe you
meant rate cases, because Staff doesn't -- we're not
recomrendi ng any sort of decision on an acquisition
premumat this tine. Correct?

A. That's correct.

Q kay.

A.  Not in acquisition cases.

M5. ASLIN.  Thank you.

JUDGE CLARK: Thank you for that
clarification. Are there any further questions for
this witness before |I excuse then? Ckay. Thank you,
Ms. Marek, you're excused.

THE W TNESS: Thank you.

JUDGE CLARK: | believe | already asked
this, but I'mgoing to ask again. Does Staff have any
further witnesses or evidence they wanted to present
at this tinme?

M5. HANSEN: We do not, Judge O ark. Thank

you.
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OFFI CE OF PUBLI C COUNSEL' S CASE | N CHI EF

JUDGE CLARK: Ckay. Thank you. Public
Counsel, you may call your first wtness.

M5. VANGERPEN:. Thank you, Your Honor. OPC
calls M. David Murray to the stand.

JUDGE CLARK: And woul d you raise your
right hand to be sworn. Do you solemnly swear or
affirmthat the testinony you re about to give at this
evidentiary hearing is the truth?

MR MJRRAY: | do.

DAVI D MURRAY
OF LAWFUL ACE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO
TELL THE TRUTH, TESTIFI ED AS FOLLOWE:

JUDGE CLARK: Pl ease be seated. Staff, go
ahead. [|'msorry. Public Counsel, go ahead.
M5. VANGERPEN:. Thank you, Your Honor.
DI RECT EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:
Q Good norning, M. Miurray. Can you pl ease
state your nane and spell it for the record, please.
AL My nane's David Murray. And ny last nane is
spelled MU R R-A-Y.
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Q Thank you. And by whom are you enpl oyed, and
I n what capacity?

A. By the Mssouri Ofice of Public Counsel, as
a utility regul atory nmanager.

Q And are you the sanme David Murray who caused
to be prepared rebuttal and surrebuttal testinony in
this case?

A, Yes.

Q And do you have any corrections or additions
to your witten testinony that's been pre-marked as
Exhi bits 300 and three -- 301, both Public and
Confi dential versions?

A. | do have a correction to ny rebuttal
testinony. It is on Page 3, Footnote 1. | indicated
after adding the $2.19 per nonth for WSI RA that the
resultant rate is $67.55. That is incorrect. The
WSl RA surcharge was $3.20, and the resulting rate was
$68. 56.

Q Thank you, M. Mirray. Wth that correction
in mnd, if | asked you these sanme questions today,
woul d your answers be the sane or substantially
simlar?

A.  Yes.

M5. VANGERPEN:  Your Honor, | offer Exhibit
300 and 301, both Public and Confidential versions,
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for admttance into the record.

JUDGE CLARK:  Any objections to admtting
Exhi bit 300, the rebuttal testinony, and Exhi bit 301,
the surrebuttal testinony of M. Mirray onto the
hearing record? | see none. Just for consistency's
sake, would Staff file an errata sheet. O | nmean OPC
file an errata sheet.

M5. VANGERPEN. W certainly can, Your
Honor .

JUDGE CLARK: And could you do that by the
end of the day on Friday?

M5. VANGERPEN: We can.

JUDGE CLARK:  And | will make that Exhibit
306 And I will allow until next Wdnesday, July 2nd
for objections to said errata sheet. Wth that,
seei ng no objections, Exhibits 300 and Exhi bit 301 are
admtted onto the hearing record.

M5. VANGERPEN:. Thank you, Your Honor. And
we woul d tender M. Murray for cross.

JUDGE CLARK: Any cross-exam nation from
t he Conm ssion Staff?

MS. ASLIN  Yes.

CROSS- EXAM NATI ON
QUESTI ONS BY MS. ASLI N:
Q M. Mirray, | know you have quite -- quite a
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bit of experience. How nmany years of experience do
you have working at OPC, and previously for Comm ssion
Staff?

A. About 25 years.

Q And in that tinme, do you have any idea how
many rate cases you' ve worked on?

A | -- 1 --it'sinny -- it's attached to ny
t esti nony.

Q But it's been quite a few?

A. Yeah. It's quite -- quite a few

Q Ckay. Can you recall any rate case where the
Comm ssion has ordered rates that were equal to or
hi gher than the rate requested by the conpany in its
direct filing?

A. | believe they have done with snmall water and
sewer conpanies. But | don't think that's occurred
for a large utility.

Q GCkay. So would you agree with ne that at the
conclusion of its next rate case, Confluence's
Commi ssi on-approved rates will likely be | ower than
what is requested in their direct filing?

A. | do not know.

Q But based off of the pattern, you woul dn't
feel confortable saying that that's |ikely?

A. There's always a first tine. But |I don't --
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do not know.

Q GCkay. Do you think that M ssouri-Anerican's
rates will be higher in five years than they are right
now?

A. There's a lot of rates for M ssouri-Anerican,
sol -- 1 do not know.

Q Do you believe that their residential sewer
rates wll be higher in five years than they are right
now?

A. | do not know.

Q Do you think in ten years, they'l|l be higher
than they are right now?

A. Wth the technol ogi es and what have you of --
of potential changes to sewer systens, | just --
naturally, inflation, and -- and -- and with the -- if
you had the sanme plants that you have right now, that
requi re the upgrades, then yes, the |abor and the --
the capital required to -- to -- to make necessary
repairs and i nprovenents to those systens would --
shoul d cause that cost to go higher.

Q Do you think that the sane is true of
Confl uence's residential sewer rates?

A Well, | know that Confluence is filing a rate
case at the end of this year. So | don't think they

woul d be filing a rate case unless they planned to
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I ncrease their rates.

Q So other than an assunption that both
conpanies' rates will increase in the future, |
beli eve you stated this, but you would agree with ne

that there's no way to know exactly what those rates

will be. Correct?
A. There's no way to -- to know exactly what
those rates will be. There's a way to eval uate cost

of service inputs.
Q Ckay.
A. And that's what | did.
M5. ASLIN. Al right. No further
guesti ons.
THE W TNESS: Thank you.
JUDGE CLARK: Any questions fromthe
Utilities?
MR. COOPER: No questi ons.
JUDGE CLARK: Are there any questions from
t he Comm ssioners? Conmm ssioner Mtchell has a
guesti on.
COW SSI ONER M TCHELL: Thank you.
EXAM NATI ON BY COW SSI ONER M TCHELL:
Q OPC asserts that there -- that there would be
hi gher cost of service inputs in the handout that

Ms. VanCerpen sent around. So could you el aborate on
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what those higher cost of service inputs m ght be,
and -- and how you arrived at the concl usion that
t hey' d be hi gher.

A Sure. | nean, I'ma -- ny specialty is a --
I s anal yzi ng cost of capital and recomendi ng rates of
return for all rate cases. And, you know, | have a
| ot of experience with -- with Confluence, and of
course its predecessor utility subsidiaries, which
were consolidated to form Confl uence in about 2019. |
don't recall exactly.

But yeah, they have -- consistently have
clainmed that they could not raise traditional types of
debt issuances. For the |ongest tine, they had an
affiliate financing transaction that had a 14-percent
rate assigned to it. It wasn't until five -- well,
maybe even seven years before Confluence actually
secured -- | say traditional debt financing. Actually
bank financing from CoBank. That was at a cost of 6.6
percent. These are -- these are stated costs. These
are not a matter of estimation like wth the cost of
equity.

And M ssouri - Anreri can has an enbedded
cost of debt of 4 1/2 percent. So there's 200 basis

points right there, 2 percent, that -- that is
obviously a higher cost. And -- and -- for
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Conf | uence.

And Confl uence requested a nuch hi gher
common equity ratio in its nost recent rate case. In
2023, they requested a -- about a 70-percent common
equity ratio. M ssouri-Anerican requested a comon
equity ratio of 50 percent. Confluence indicated they
needed t hat higher commobn equity ratio because they
wanted to continue to make acquisitions, which may
I ncl ude troubl ed systens that needed a trenendous
anount of capital investnent. M/ response to that was
that your current rate payers should not be
subsi di zing the future acquisitions -- the acquisition
activity of Confl uence.

Utimately, the -- the Comm ssion did
adopt a |lower conmmopn equity ratio, but it wasn't after
we had to have significant debate about it. M ssouri-
American voluntarily just recommends a 50- percent
comon equity ratio with the |ower cost of debt. They
actually recommended a |lower return on equity.

The total rate of return difference
bet ween the two cases, between Confl uence and
M ssouri - Amrerican was 300 basis points, 3 percent.
That's not an insignificant difference in cost of
capital.

And then | al so eval uated M ssouri -
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Anerican's plans for capital investnent. And this is

just based on their information. |'mnot an engi neer.
| don't -- | don't know exactly what needs to be done.
But | just conpared the two, M ssouri-Anerican and

Confl uence's plans, and Confl uence had engi neering
reports that identified inprovenents for all the --
all the 19 systens, where M ssouri-Anerican had

I nformati on about -- specific information about three
of the systens, non-specific information, which I
couldn't determne fromthe other systens. So | did
not factor that into the -- into the cost of

I nvest nent, because it's not disaggregated. M ssouri -

American did not have that detail. So |I focused --
and -- and -- and not that | didn't try to try to see
If there was -- and actually asked the conpany, and --

and Staff if they could determne if there were
potential operating cost savings or -- or overhead
cost savings that could occur with the transfer of
assets.

But | identified the -- the higher
capital cost. And that's in ny testinony. And so the
hi gher capital cost consisted of a nuch higher
requested rate of return, and even a higher authorized
rate of return by the Conm ssion, because Confl uence

does indicate that it needs a higher return for the
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risk of its special niche.
And -- and then, of course, sone
variation in the estimted anount of investnent.

Q Thank you.

JUDGE CLARK: Chai rman Hahn has a question
for you, M. Mirray.

THE W TNESS: Yes.

EXAM NATI ON BY CHAI RVAN HAHN:

Q M. Mirray, as you' re kind of recapping those
recent rate cases, it jogs ny nenory. And | renenber
the Comm ssion -- when Confluence did a request to
hi ke debt/equity ratio, the Conm ssion inputed a 50/50
capital structure. And then simlarly, Mssouri-
American did not concede to capital structure
initially. It was a contested issue, and there was a
difference. | think the difference was smaller than
the 70, you know, that was originally requested by
Confluence. But | can't -- | think for both, | nean,
at least for this nost recent M ssouri-Anerican one,
wasn't it still a contested issue?

A. It was contested. But they just requested
just slightly, by 50.3-percent conmon equity --

Q Yeah.

A.  -- versus Confluence's 70 percent. And I

beli eve the reason why the Conm ssion adopted a
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hypot hetical with Confluence is because the -- the
ownershi p nodel of private equity owning a CSWR i s
very opaque. It's -- it's -- Anerican Water, | can go
to their SEC filings, and | ook at what their financi al
statenments are, and how they capitalize the parent
conpany. And with the ownership of -- of CSWR but,
you know, indirectly Confluence, unfortunately, |'ve
not been able to review that information to see
exactly how they're financing at a higher |evel, and
so it's been very difficult.

Q Do you recall the exact ROE that was
requested by M ssouri-Anerican in the last rate case?

In the nbst recent rate case?

A | think it's 10 1/2, if | recall correctly.
10.75. 10.75. I1'msorry.
Q | think that's right. Wth the zone of

r easonabl eness going all the way up to 11.75, and --
do you recall what was requested by Confluence in

t heir ROE?

A It was 11 1/2, or somewhere in that area.
Q And the Conmi ssion ordered 9.9?
A. That's correct.
Q GCkay. And were -- thank you, M. Mirray.
THE W TNESS: Thank you.
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EXAM NATI ON BY JUDGE CLARK:
Q \VWhat are transactions costs in a case |like

thi s?

A. Transaction costs? | -- the only transaction
cost that | specifically reviewed is in -- | don't
know if this would be nore of a -- this is nore of a
transition cost, the -- the prelimnary survey
engi neering cost that -- that Confluence is incurring
to -- to evaluate the -- the targets, which was

$220,000, | believe. But |I don't know what the other
transaction costs are.

Q So are you saying that that -- that
prelimnary survey, that that is or is not a
transaction cost? You used the word transition cost,
and I'"'mnot famliar with that term

A. Well, because the transition, that has to do
nore with Confluence's internal cost, not necessarily
that -- it doesn't have to do with the interaction
W th Mssouri-Anmerican. It has to do with their due

diligence. And that has been, you know, sonething

that has -- | believe has been requested been
recovered in -- in past rate cases involving
Confluence. So that's a cost that -- that is just a

result of themhaving to do their own anal ysis or

assessnent of the condition of the systens.
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Q And you said that typically was or was not

allowed in rate base?

A. Yeah. | don't recall exactly, you know,
whet her or not that was -- that was -- that was put in
rate base. | just don't -- | don't recall right now.
' m sorry.

Q No. That's fine. Thank you. Thank you.
| have no further questions. Any recross

from Staff?

M5. ASLIN. No questions.

JUDGE CLARK: Any recross fromthe
Uilities.

MR, COOPER  Yes.

CROSS- EXAM NATI ON

QUESTI ONS BY MR, COOPER:

Q Let ne start wwth this. And | think you said
it. But there's a difference between requested ROEs,
debt structure -- or debt costs, capital structures,
and those itens as they may ultimately find their way
into rates. Correct?

A Yes.

Q You were just tal king about transaction and
transition fees. Correct? O costs.

A Yes.

Q Those are generally sonething that's | ooked
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at in arate case to determ ne recoverability of
certain costs associated with a transaction. Correct?
O an acqui sition.

A. Looked at in a rate case, but discussed in
context of an acquisition case.

Q And you nentioned a $220,000 figure. You get
that for surveying costs. Correct?

A. Yes. That's what was in the -- attached to
the application. Yes.

Q And that was a nunber and a feasibility -- or
In a feasibility statenent. Correct? O feasibility
study?

A. That's the information that | had. Yes.

Q And you have no idea whether those are actual
costs, or costs that have been incurred. Correct?

A. | have not reviewed that specifically. No.

Q And lastly, you tal ked about a whole | ot of
cost inputs in response to Conm ssion questions. But
woul d you agree with ne as we sit here today the
nonthly M ssouri-Anerican rate is higher than either
of Confluence Rivers' district rates for wastewater?

A. Yes. That's a fact.

MR. COOPER. Ckay. That's all the

questions | have.

JUDGE CLARK: Any redirect from Public
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Counsel ?
M5. VANGERPEN: Yes, Your Honor.
REDI RECT EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:
Q &ood norning, M. Mirray --

A.  Morni ng.
Q ~-- again. So -- so there are a couple things
that | want to touch on here. | believe in both your

di scussion wth Staff counsel, and also with

Comm ssioner Mtchell, you tal ked about the difference
In what is requested and what is actually awarded. In
this case, the OPC used what information it had.
Correct?

A Yes. | relied on information in the
application, and Staff's recomendati on, and -- and
their, you know, information from data request
responses.

Q And did you also rely on information based on
your past experience with both M ssouri-Anmerican and
wi th Confl uence?

A Yes.

Q And | believe in your discussion with Staff,
you had nentioned that you've got quite a bit of
experience. And so it -- would it be fair to say that

you're quite famliar with both of these conpanies?
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A | am Yes.

Q And did the OPC attenpt to find offsets for
t hese higher capital costs that you' re referencing?

A | did. And even though -- even though I, as
we pointed out, don't think we, as the Ofice of
Publ i ¢ Counsel, have the burden of proof, | also want
to try to solve problens and -- and -- and get to --
to whether or not, you know, this is a transaction
that nmay make sense. | nean, that's what we're here
for. Sol -- 1 tried to |look at information
potentially as to what the overhead costs for
connection m ght be for these systens, and what the
operations costs for these systens m ght be, issued
data requests requesting if the conpany or Staff had,
you know, tried to do so. And -- and the answer was
this is just speculation. And -- and | don't know,
nm -- ny viewis -- is w need to try, because this is
a transaction that is -- you know, these are sewer
systens that -- that can be -- as has been pointed
out, can be run by either conpany. But there are
different opinions as to what types of investnents
need to be made in these systens. (Qbviously there --
you know, as we -- as | pointed out, there -- |
consider it to be the higher cost of capital, and

capital costs to be a detrinent. So if there were
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of fsets, | welconed that information to try to -- to
try to do a full evaluation as to whether or not this
transaction, you know, |ooks like it m ght be
detrinental. And -- and -- and | did not receive any
I nformati on.

Q And so just to clarify, you did issue data
requests. In those answers, were the conpanies able
to identify any kind of cost savings? Had they
perforned any kind of analysis?

A.  No.

Q D deither offer to performan analysis to
| ook for those savings?

A.  No.

Q Then 1'd also like to go back to kind of our
di scussi on about how OPC used what information that it
had. |Is there additional information in this case

t hat suggests what rate custoners m ght pay in the

future?

A. Yes. | nean, the only rate that has really,
| guess, been developed with -- considering all the
current systens, and -- and operations expenses, and

over head, and connections, and what have you is what
Confluence itself offered in its feasibility study,
and then al so expanded upon in the responses to Staff

DRs.
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Q GCkay. And | don't want to get into that
particul ar nunber, because that nunber is
confidential. But would you agree that that nunber
Is, in fact, higher than the rate M ssouri-Anerican
currently charges?

AL Yes. It's higher. And it's not -- it's not
broken out based on District 1 or District 2. |If
that's an average, then the District 1 rate would be
hi gher than -- you know, even higher than an average
rate -- or District 2 would be higher than that
average rate, but District 1 would be | ower.

Q And just for clarity of the record, what is
the difference between District 1 and District 2 that
you're referring to?

A. Froma financial person's perspective, |'l]I
just keep it very sinple. District 1 is nore or |ess
the | ess sophisticated | agoon-type systens. District
2 i1s -- is nore nechanical, contained treatnent
systens that -- that | think 16 or 15 of the systens
have of these 19 systens.

Q And that's for Confluence. Correct?

A. That's Confluence. Correct.

Q GCkay. And that higher rate that we were
tal ki ng about, who devel oped that higher -- who

devel oped that rate?
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A.  The conpany.

Q And when you say the conpany, which conpany
are you tal king about here?

A. Sorry. Sorry. Confluence.

Q And did Confluence perform any kind of

analysis to find that rate?

A. They did. | didn't see work papers provided
along wth the response to Staff's data request. It
just -- it just provided a qualitative description
of -- of what they considered in estinmating that rate.

Q GCkay. And when you said Staff's data
request, which data request are you talking about?

A. 51 and 52.

Q And those have been entered into the record
in this case as Exhibits -- OPC Exhibits 304 and 305.
Correct?

A Yes.

M5. VANGERPEN: Your Honor, can we briefly
go in canera to discuss the actual anount of that
rate. That is a confidential nunber.

JUDGE CLARK: Yes, we can. We will go in
canera. Anybody who is not authorized to hear this
I nformati on needs to | eave the room |'mgetting a
thunb's up that everybody in here can hear this

information. The streamis nuted. Thank you. So they
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| N CAMERA SESSI ON CONCLUDED

JUDCGE CLARK: Ckay. W are out of in
canera. Any further questions from Public Counsel ?

M5. VANGERPEN:. No, thank you, Your Honor.

JUDGE CLARK: Thank you for your testinony,
M. Mirray. You nay be excused. Public counsel, you
may call your next w tness.

M5. VANGERPEN. Thank you, Your Honor. The
OPC woul d call Dr. Geoff Marke to the stand.

JUDGE CLARK:  Wbul d you raise your right
hand to be sworn. Do you solemly swear or affirm
that the testinony you' re about to give at this
evidentiary hearing is the truth.

DR. MARKE: | do.

GOEFF MARKE
OF LAWFUL ACE, HAVI NG BEEN DULY SWORN OR AFFI RVED TO
TELL THE TRUTH, TESTIFIED AS FOLLONG:

DR. MARKE: Pl ease be seated.
M5. VANGERPEN: Thank you, Your Honor.
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DI RECT EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:

Q Good norning, Dr. Marke. Please state your
nane, and spell it for the record.

A. GCeoff Marke. And that's GE-OF-F. Mrk,
M A- R- K- E.

Q By whom are you enpl oyed, and in what
capacity?

A. I'mthe chief econom st wth the M ssour
O fice of Public Counsel.

Q Are you the sane Dr. Geoff Marke who caused
to be prepared rebuttal and surrebuttal testinony in
this case?

A | am

Q Do you have any corrections or additions to
your witten testinony that has been pre-marked as
Exhi bits 302 and 303, both public and confidenti al

ver si ons?
A. | do not.
Q If | asked you those sane questions today,

woul d your answers be the sane or substantially so?
A.  Yes.
M5. VANGERPEN:  Your Honor, | would offer
Exhi bits 302 and 303, both public and confidenti al

versions, for the record.
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JUDGE CLARK: Are there any objections to
admtting Exhibit 302, the rebuttal testinony, and
Exhi bit 303, the surrebuttal testinony of OPC w tness
Dr. Marke onto the hearing record? | see none. Those
W tnesses -- or those exhibits will be admtted, both
public and confidenti al .

M5. VANGERPEN: Thank you, Your Honor. W
woul d tender Dr. Marke for cross.

JUDGE CLARK: Any cross-exam nation from
t he Conm ssion Staff?

M5. HANSEN:. Yes, Judge Cark. W do have
a coupl e of cross-exam nation questions.

CROSS- EXAM NATI ON
QUESTI ONS BY Ms. HANSEN:

Q Good norning, Dr. WMarke.

A. Good norni ng.

Q Al right. So first I'"'mgoing to refer you
to your rebuttal testinony. And that's going to be
Page 3, Lines 19 through 23.

A.  Yes.

Q And then I'"'malso going to refer you to --
let's see -- sorry. One nonment. | do apol ogize. |
think 1"'mgoing to refer you to the first |line of Page
4. Ckay. You know, | do apologize. D d | say

rebuttal or surrebuttal ?
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A. Rebuttal .

Q Rebuttal. GCkay. | was on the wong
testinony. | do apologize for that. GCkay. All
right. So I'mgoing to refer you to Lines -- or Page

3, Lines 19 through 23, and then the first line of
Page 4. You can |let ne know when you're there.

A I'mthere.

Q Al right.

JUDGE CLARK:  And this is the surrebuttal
testinony. Correct?

M5. HANSEN: | do apologize. This is the
rebuttal testinony.

JUDGE CLARK: xay.

Q (BY Ms. HANSEN.) Ckay. So here you state |
beli eve CSWR s busi ness nodel is wholly unique in the
regul ated utility sector. Based on ny observati on,
CSWR | argely functions as an internedi ary m ddl eman,
operating as a vehicle to allow private equity
partners to invest in these distressed systenms, while
handi ng of f the operation and nai ntenance tasks
associ ated with those systens to | ocal, contracted
services. That is what your testinony states. |Is
t hat correct?

A. That's correct.

Q Do you know of any instance in which this
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Comm ssi on has deni ed Confluence's CCN because of
Confl uence's practice of using contracted services?

A.  I'mnot aware of any.

Q GCkay. Al right. And then again, |I'm going
to refer you to your rebuttal testinony, on Page 5.
And then if you would |l et ne know when you're there, |
will get started on that.

A.  You can get started.

Q Perfect. Al right. So on Page 5, you have
a table identifying the nunber of EFIS comrents for
Confl uence's | ast rate case, and for MAWC s | ast rate
case. Is that right? AmI| reading that correctly?

A. That's correct.

Q Ckay. So can you walk me through this table.
The total nunber of customer comments during
Confluence's |last rate case is 257. |Is that right?

A. That is what | have. Yes.

Q Ckay. Then the total nunber of custoner
comments during MAWC s |ast rate case is 1467

A.  Yes.

Q GCkay. And 257 is 76 percent nore than 146.
s that correct?

A.  Could you repeat that.

Q Yes. | think -- let's see.

A Oh, | see in ny testinony.
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Q Yeah. Your testinony. Yeah. Ckay. All
right. Not a math person. Thank you. [In your
testinony, you describe these comments as critical
comrents. |s that correct?

A. That's correct.

Q Ckay. Were any of these comments critical of
t he CSWR busi ness nodel ?

A. | think that's difficult to answer. | nean,
how do you separate the busi ness nodel fromthe
busi ness actions? | nean, the customers were critical
of the conpany and its service. | think that's
reflective of that business nodel.

Q D dany -- can you give any specific exanples
of custonmer comments that were -- that specifically
t al ked about custoner-service issues regarding | guess
the contracted services. O did -- did the custoners
ever specify, you know, whether these services were
provi ded by contractors?

A | can't recall.

Q GCkay. And then can you tell ne, did you read
all of these coments?

A. | have, at tines. Yes.

Q GCkay. Thank you. Al right. And then in

your surrebuttal testinony -- so I'll et you get
there, and then I'Il get there as well.
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A Ckay.

Q Al right. And then I"'mgoing to refer you
to Pages 9 through 11.

A I'mthere.

Q Al right. So on Pages 9 through 11, you
di scuss the concepts of technical, managerial and
financial capacity, or TMF capability. Is that
correct?

A. That's correct.

Q Al right. And then I'"'mgoing to refer you
specifically to Page 11, Lines 1 through 4.

A I'mthere.

Q GCkay. Al right. 1In response to the
question does this framework assist the Conm ssion in
determ ni ng whet her the sewer acquisition between two
Comm ssion-regul ated public utilities results in a net
detrinment to custoners, you state no, this standard
does not apply to sewer systens. |Is that correct?

A. That's correct.

Q GCkay. Al right. So then I'"'mgoing to refer
you to, again, your surrebuttal testinmony. W're
going to Page 2, Line 19.

A Ckay.

Q Al right. So in Line 19 of Page 2, you

refer here to a -- a case called OGsage Uilities
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Qper ati ng Conpany versus M ssouri Public Service
Commi ssion. Correct?
A. Correct.

Q Have you read this case?

A. | have read the -- the cited standard. Well,
let me -- have | -- at what | evel ?
Q You know, I'm-- have you read this case in

Its entirety?
A M famliarity with the case is largely

confined to the appeal s process.

Q Ckay. And so | do apologize. | neant, you
know, the -- the appellate opinion as well.
A Ckay.

Q Uh-huh. So you read the appellate opinion?

A. M. Hansen, | can't recall right off the top
of ny head at this point.

Q Ckay. Wll, are you aware that the court in
this case stated no exhaustive |ist has been announced
of the considerations that may influence whether a
sale is detrinental to the public?

A Yes.

Q Ckay. Are you also aware that this sane
case -- or in this sane case, the court cited the
pur chasi ng conpany's TMF capabilities when it was

wei ghi ng the benefits and the detrinents of the

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



Transcript of Proceedings
June 26, 2025

acqui sition, and the court determ ned the TMF -- the
conpany's TMF capabilities were a substantial benefit
I n that acquisition?

A Yes.

Q Thank you. And then one nore question for
you. Dr. Marke, I'mgoing to refer you to your
rebuttal testinony.

A.  Ckay.

Q And it's going to be Page 11. And it's going
to be Lines 3 through 5.

A I'mthere.

Q Al right. So in response to -- or in
di scussion of the acquisition premum you state if
the Comm ssion elects to transfer assets, | would
support the Staff's position as it pertains to not
allow ng an acquisition premumin the reflected
rates. |s that what you say in your testinony?

A. That is what | say in ny testinony.

M5. HANSEN: Thank you very nuch. No
further questions.

JUDGE CLARK: Any cross-exam nation from
the applicant Utilities?

MR. COOPER: Briefly, Your Honor.
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CROSS- EXAM NATI ON
QUESTI ONS BY MR COCPER:

Q Dr. Marke, you refer to comments in the |ast
Confl uence Rivers rate case being about the conpany
and service. Correct?

A, Yes.

Q Wuuld you agree that nost of those comments
primarily had to do with the proposed rate increase?

A, Yes.

Q Wuld you also agree that given the nature of
that rate -- rate case, that a |arge nunber of the
custoners woul d not have been through a rate increase
case for many years, or maybe ever?

A, Yes.

MR. COOPER. That's all the questions |
have.
JUDGE CLARK: Are there any Comm ssion
guestions?
EXAM NATI ON BY COW SSI ONER M TCHELL.:

Q Just one, Dr. Marke. And since Ms. VanGCerpen
invited us to ask you about this, | nean, what --
what -- where do you specifically think that -- oh.
Where do you specifically think that the -- the
quality of service would suffer if this transaction

occurred?
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A. It's a great question, Conm ssioner. So, you
know, ny -- ny take on it is, at a high |evel, what
"' m hearing today, and -- and throughout the
testinony, at least fromthe Staff, is that these are
all regulated utilities. The Comm ssion has
di scretion over, you know, future increases or
decreases, and anything in between.

The reality of it is -- is that these --
you know, all of our utilities are very different.

You know, they all have different business nodels,
they have different resources, they have different
risk profiles, they have different costs. Custoners
can't choose their provider.

So we've got this whole systemin place,
and it's -- it's largely predicated on this idea of
econom es of scale, and decreased inefficiencies.
American Water is a really good exanple of that.
They're able to go ahead and acquire systens at a nuch
cheaper -- and -- and operate them at a nuch cheaper
| evel than they otherwi se would in a vacuum The size
di fference between Anerican Water and CSWR, their
busi ness nodel, and the overall public perception
Is -- is categorically different.

So the case that Staff cited back, you

know, that | reference in ny testinony, the Osage
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Sewer case, you know, these are cases where CSWR was
goi ng out and acquiring distressed systens. These are
systens that, you know, operators, you know, wal ked
away, or they let it, you know, disrepair. Contrast
the systens that are being acquired. You know, 90
percent of them-- | think we heard two systens that
have sonme ammoni a i ssues that are already being, you
know, worked out through DNR 96 percent of these
systens are -- are good systens. They don't need any
additional repair. |If I'ma custoner of that system

| need -- and know ng what | know, | know that | would
be wal king -- |I'd be changing the provider, 1'd be
getting a short-termbill discount until the next rate
case. And we can all, | guess, reasonably infer as to
what, you know, those future rates are. But
directionally, it is a nore expensive conpany to run.
There is nore risk involved in that.

And you see that, you know, M. Mirray's,
you know, discussions about cost of capital. | think
It's an obvious perception in terns of econom es of
scale, in ternms of, you know, its business nodel, you
know, one where you have a contractual enployee wth
one desi gnated individual who functions as an overseer
across the entire state of Mssouri, versus having a

servi ce conpany down the street, you know, conplete
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wth -- with a crew of people, |let alone the resources
that Anmerican Water provides custoners.

But on -- even if we ignored all of those
facts, again, the business nodel is such where all of
t hese private water utilities across Anerica, you
know, it's -- it is clear that they want to acquire
future systens and increase that capital. Like | get
that. That makes perfect sense. CSWR has nade a
career out of focusing on ugly systens, getting those
ugly systens. And it's all predicated on past
custoners hel ping subsidi ze all of those systens. The
| arger that custoner base, the nore you can spread
t hose costs around. \When you' ve got a-mllion-plus
custoners for Anmerican Water, you can do that pretty
wel | w thout going ahead and i nducing rate shock in
any one particular instance. Wen you' ve got a nuch,
much, nuch snmaller base |ike CSWR, that neans those
custoners who don't have any -- those -- those
custoners today that we're tal king about that do not
need to make the capital investnments will be
subsi di zi ng each increnental distressed systemt hat
cones on. They're going to be paying nore, because
there's | ess people to go around.

And if we just assune costs are -- are

constant, they're going to increase wth, you know,
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supply chain constraints and everything el se, you
know, across two utilities, then the nunbers just play
out where you have fewer custonmers -- you're basically
taking a step back fromwhat -- what | believe
regulation is intended to do. So you' ve got econom es
of scale? No. W're going to nove back and have | ess
of that. W're going to have a further erosion in
terms of operational efficiencies. And | get
that's -- that's ny personal opinion.

You know, we made a case of that in the

| ast Confl uence case between the contractual nodel

versus an in-house nodel. But | think there's a
perception issue. | think that bears out with -- |
know it bears out with ne. | guess | would say

just -- just a snell test. | nean, if you were to ask

t hese custoners, you know, would you prefer to be
serviced by the |largest investor-owned water utility
in America, with a service system-- custoner-service
system you know, just down the street, wth a crew
of -- of water and wastewater experts? And keep in

m nd, Anmerican Water's not getting rid of all of their
sewer systens. You know, we -- we heard up here that
t hey' ve got systens throughout Cole County. Versus a
systemthat's predicated on acquiring distressed

systens, and contracting all those services out, but |
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get a discount for a few nonths? Six nonths? [|'m not
sure that benefit outweighs that -- that short
di scount benefits -- the uncertainty and the risk and

the directional cost increases | think that are
obvious. So that's -- that's why -- that's why our
office is here today.

Q Youmndif | followup with -- with a
guestion. Another question is that's a -- a |ogical
explanation as to what m ght notivate the buyer in
this transaction. Wat -- what's your opinion on what
m ght notivate the seller in this transaction?

A It would -- again, and -- and -- and |
realize the question is asking for a specul ative
opinion on ny end. | think that there is sone
oper ati onal conveni ences associated with not having to

send the existing Areri can Water custoners across the

river to go service this. | think there's an
opportunity to nmake a few dollars off of it. |1've got
the -- beyond that, | don't think I can concl usively

say one way or the other.
Q Fair enough.
A.  Yeah.
Q Thank you.
A.  Thank you.
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EXAM NATI ON BY JUDGE CLARK:

Q |'ve been debating whether |I'm going to be
sorry asking these questions. Between M ssouri -

Ameri can and Confluence Rivers, at this point in tine,
whose rates are higher?

A.  Anerican Water's.

Q Andis it OPC s thought that -- given that
Confl uence has indicated they're going to be filing a
rate case in the third or fourth quarter of this year,
is it OPC s opinion that Confluence's rates wll then
be higher after that?

A.  Not just then, but long-term again, it's --
it'"s the -- think of it in terns of just absorbing a
ri sk, you know, that would take place if, you know,
there was a large boil order, you know, there's
contam nate wth, you know, a given system | believe
American Water's in a better position to provide a
cost-effective solution to those probl ens, because of
econom es of scale, than a contractual nodel wth
much, much, nmuch small er custoner base.

Q Wuld it be fair to say that -- that -- that

future rates are conpletely unknown?

A. This specific rate, yes. | nean, | would say
that is an uncertainty. D rectionally, | think we
can -- | have a degree of confidence that they're
888-893-3767 Lexitas operates in all 50 states and is licensed where required. ALEXITAS
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going to increase.

Q You had -- you had indicated you said that
t he expectation would be the rates woul d generally
nove up, given econom es of scale and supply chain
costs. Is -- isn't the assunption that in a vast
majority of the tines that the -- that utilities are
applying for a rate change that that rate is going to
go up?

A. So it would be the |oss of econom es of
scale. That's the key difference. You're going from
the largest investor-owned utility -- water utility in
Anmerica to a very nuch, many snall er nodel, nuch
smal | er custoner base, much smaller resources. For
all of those reasons, yes.

Q But it -- the rates for either conpany in the
future at this point are specul ative.

A Well, we know -- we know what the rates are
today. Wat -- what we know about future investnents
wthin the information that's in the record -- and
M. Mirray tal ked about sone -- sone DR responses and
sone anal ysis. You know, our -- our concern is that
even | ooking at the capital investnents -- and | -- |
realize this is a snapshot in tinme. Anmerican Water
didn't | ook across all 19 investnents. But there's

cl ear cost differences between their expected capital

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



Transcript of Proceedings
June 26, 2025

pl anned i nvestnent. | nean, right there, there's --
there are differences. And that is a direct
reflection of the type of conpany that, again,
American Water is able to go ahead and bring those
costs down because of its size, because of its power.

Q Are you aware of any two reqgulated utilities
in Mssouri that have the sane rates?

A. | suspect there m ght be sonething that's
cl ose, but, you know, it would be an apples to oranges
conparison, probably, across any utility. And | nean
that it's -- you know, we tal k about rates as a nonent
intime. R ght? You know, where is the conpany at in
ternms of their surcharges, and what's being applied,
you know, different taxes. So if it's just focusing
on -- the answer's probably no. | nean, just get to
t hat .

Q Look at this from-- from-- froma different
end, does -- does Mssouri law allow -- do you know i f
M ssouri |law allows a custoner to change providers for
arate differential?

A | can't answer that, sir. |'d probably defer
to ny attorney on that.

JUDGE CLARK: Ckay. Thank you.
Any recross fromthe Conmm ssion Staff?

I"'msorry. | apologize. Chair Hahn has a questi on.
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EXAM NATI ON BY CHAI RVAN HAHN:

Q Dr. Marke, | still think I'mnew at the
Comm ssion. But in the past, has OPC ever taken a
position agai nst a system acqui sition before?

A. Against a system acquisition? Yes.

Q Wre those between two regul at ed
I nvestor-owned utilities?

A, Yes.

Q Yes. And can you give ne OPC s position in
those -- in that exanple, or --

A.  Sure.

Q Was it for sonething simlar?

AL So it's a great question. And that -- that
Is really -- when this case cane to our attention, you
know, the first thing that -- that | flagged that

seened odd was the use of the Tartan Criteria in this,
the TMF criteria being applied to this. MW -- ny
experience with the Tartan Criteria is largely, you
know, we apply that nethodology to certificates of
conveni ence and necessity. You know, we think of it

I n transm ssion cases, and stuff like this. [|'ve

al ways, you know, been taught, I've al ways operated
under the assessnent, you know, of a no-net-detrinent
standard. Wen | apply a no-net-detrinent standard, |

| ook at the two utilities. And it's really just --
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there's a degree of objectivity, and there's a degree
of normative perspective onit. And | say the
normati ve perspective, and that cones to a quality of
service, and stuff |ike that.

But you conpare the utilities, and at the
end of the day, if that transaction should net out to
be at | east neutral or better. And that -- that's
what we did here. W -- we |ooked at lots of
different variables. M. Mrray, you know, provided
the cost of capital, you know, perspective on that.

We | ooked at overall custoner perception and comments.
And we just got through with -- with an enornously

| arge M ssouri-Anerican Water rate case, the | argest

one that |1've -- |'ve ever experienced. W didn't
have that -- as many of those custoners cone out. And
to -- to go to the actual trouble of filing EFIS,

and -- and neking that, where we saw that with

Confl uence. And M. Cooper's right. You know, a |ot
of that is -- is a direct result of, you know, the
type of systens that were being acquired there. But
yeah, the -- the custoners did not seemparticularly
happy with the service that was being provided.
That's one elenent of it.

The ot her elenment was -- is |ooking at

t he busi ness nodel thenselves. And as | had expl ai ned
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to Comm ssioner Mtchell, it is just a very different
system It's a very different nodel. And it's a very
different scenario. |In past small water acquisition
cases or sewer cases, you -- we really -- you know,

t he enphasis had been on distressed systens that

are -- that need sonebody to take over. And in that
case, Confluence has -- has absolutely stepped up. |
mean, we're -- we're a better state because of them
for that. That's not the case here. | nean, this

Is -- this is, again, the |argest investor-owned
utility in the country, versus a conpany that is -- is

really predicated on buying distressed systens. And
there's -- there are cost inplications for that.
There just are.
So we're right. W can't say well, it's

unknowabl e what rates are. But given ny position,
what we're | ooking at here, | think, you know,
reasonable mnds can easily identify the fact that
one -- one nodel exposes custoners to nore risk in the
future than the other nodel.

Q Is that what OPC s position was in previous

cases between investor-owned utility acquisition cases

as well?
A. | have never been involved in a case |ike
this in particular, where you had what -- what | woul d
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argue as -- as a better-positioned conpany acqui esci ng
their services to a conpany that isn't in a better
position. W' ve had -- ny contentions wth past
acqui sition cases, we've enployed the sane net hodol ogy
of conparing and contrasting, and | ooking at a nunber
of -- a host of other factors. But | really -- |
can't think of a situation in the past where |'ve had
sonething like this. | nean, it's always been on the
ot her si de.
CHAI RMAN HAHN:  Thank you.
JUDGE CLARK: Any recross from Conmmi ssi on
Staff?
M5. HANSEN: Yes, Judge Cark. A couple of
questi ons.
RECROSS- EXAM NATI ON
QUESTI ONS BY Ms. HANSEN:
Q Dr. Marke, | think when you were speaking to
Chair Hahn and also Chair Mtchell that Confluence
| argely acquires distressed systens. |Is it your
opi ni on that Confluence should only be allowed to
acquire distressed systens?
A.  No.
Q So you also nentioned to Chair Hahn that --
the effort that Confluence custoners took to nmake

comments in EFIS in their |ast rate case. | s that

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



Transcript of Proceedings
June 26, 2025

correct?

A. That's correct.

Q GCkay. Are you aware of any fornal
custoner-conpl ai nt cases that Confluence custoners
have fil ed?

A. | can't speak to that.

M5. HANSEN: Ckay. Thank you. No further
guestions from us.
JUDGE CLARK: Any cross-exam nation from
the Applicant Utilities?
MR. COOPER  Yes, Your Honor.
RECROSS- EXAM NATI ON
QUESTI ONS BY MR, COOPER:

Q There was a lot going on there. | won't try
to go through all of it. | think largely, it's -- you
know, it's consistent with the testinony that's gone
back and forth. But in terns of future rates, would
you agree with ne that M ssouri-Anerican Water Conpany
has been a comon user of the WSl RA process since that
becanme effective?

A Yes.

Q And you would expect that to continue in the
future?

A Yes.

Q Wuld you expect that at sone point in the
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future, Mssouri-American would file a rate case based
upon a future test year?

A, Yes.

Q You nentioned that M ssouri-Anerican m ght be
In a better position to deal with sort of |arge
projects that mght be required of the water system |
think, during this testinony. Wre you here this
nmor ni ng when M. Kadyk indicated that in terns of
| arger, nore conplicated projects, that M ssouri -

Anerican actually uses contract |abor for those?

A. | think what M. Kadyk said specifically is
for -- for specialty work. | -- 1 don't believe he
was -- well, the record will be what the record is.
My understanding -- ny interpretation of hearing him

was over operational issues, if there was a specific

test, if there was a specific enployee that needed

to -- to do sonething, if that expertise wasn't there,
then they would do that. But -- |I'mthinking out
| oud. | would agree.

Q Ckay. You also nentioned sort of projected
I nvestnents for these 19 systens. And | guess
starting with the -- you -- we both, | think, start
Wth the prem se that projections are projections.
Ri ght ?

A. That's correct.
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Q But are you famliar with M. Kadyk's
surrebuttal testinony where he applied a portion of

the sort of general capital investnent anount that had

been included in the -- Mssouri-Anerican's DR al ong
Wth the specific project estimte -- estimtions, and
determned that it -- at least in ternms of these

proj ections, M ssouri-Anmerican's projected investnent
for these 19 systens is actually larger than that
proj ected by Confluence Rivers?

A | amfamliar with -- with the statenent.
|"ve not had the opportunity to -- to analyze that.

Q Ckay. An awful lot of your responses to the
Commi ssion question was really prem sed on the fact
that M ssouri-Anerican and its parent, Anerican
Wat er wor ks Conpany, are large. Correct? And you --
you at | east see advantages associated wth that size.
Correct?

A. That's correct.

Q And as OPC said before, Mssouri-Anmerican's
the largest in the country, and the largest in
M ssouri. Correct?

A, Anerican Water is, in the country and

M ssouri. Yes.
Q Is the result of your position that -- and
we'll be specific to Mssouri-Anerican -- that
888-893-3767 Lexitas operates in all 50 states and is licensed where required. ALEXITAS
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M ssouri-Anerican coul d never sell a system because
it's so large, and it could never find a purchaser
t hat woul d be of equal size?

A. | would have to evaluate that on a

case-by-case basis, M. Cooper.
MR. COOPER: Ckay. That's all the
questions | have.
JUDGE CLARK: Any redirect from Public
Counsel ?
MS. VANGERPEN: Yes, Your Honor.
REDI RECT EXAM NATI ON
QUESTI ONS BY Ms. VANGERPEN:

Q So Dr. Marke, | -- there's been kind of a
thenme as we've gone through cross here about how
future rates may be speculative. |Is there any
evidence in the record here of what rate Confl uence
may charge in the future?

A. My understanding is sone assunptions based
off of the DR responses.

Q And those assunptions have led to a future
rate -- a possible future rate?

A. A future rate. Yes.

Q That Confluence has itself identified?

A. That's correct.

Q And that rate is higher than that which is
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currently being charged by M ssouri-Anerican.
Correct?

A. That is correct.

Q And Confluence did conduct an analysis to
cone to that rate. Correct?

A. That's correct.

Q Now, we've also talked a | ot about how rates
may be specul ative because of information that's
unknown. Did Mssouri -- did the OPC attenpt to
conduct discovery to find information that could be
used to identify those rates?

A Yes.

Q Wat kind of responses did we -- did you
recei ve?

A. Responses that did not provide any confort
for us noving forward. So directionally, you know,
our position had not changed.

Q And were either of the conpanies able to
I dentify any kind of offset or reduction in cost of
service to identify the higher costs that the OPC had
i dentified?

A. No. And -- and that's an inportant

distinction. So, you know, in some acquisition cases,

we -- you know, if the scales are distorted in one way
or the other, a conpany will cone in and offer
888-893-3767 Lexitas operates in all 50 states and is licensed where required. ALEXITAS
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addi tional benefits to offset that. You know,
sonetines that's a bill credit, or, you know,

addi tional disallowances in future considerations on
capital investnents. It -- it can vary to try to
offset that. There's -- there's nothing |ike that

that exists in this case. And the closest thing the

conpany cane up with is well, we'll -- and this wasn't
in their application itself. It canme out, really, |
think, in their position statenent. It's like well,
we'll keep the existing rate that -- that American

Water is applying. And again, fromour perspective,
that's a very short-termgain that -- that doesn't
offset the risk that | articulated earlier.

Q And Dr. Marke, you've been wwth the OPC for a
little while. You have experience with prior
M ssouri-Anmerican and Confl uence rate cases. Correct?

A. | have. Yes.

Q Were you involved in the |last Confluence rate
case?

A | was.

Q Do you recall if the Conm ssion nmade a
finding with regard to rate-of-return el enents that
woul d be hi gher given Confluence's business nodel ?

A Yes.

Q VWhat was the Comm ssion's finding? Do you
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recal | ?

A It was a higher level. | know M. Mirray, |
think, just stated these nunbers. | don't renenber
themoff the top of ny head. But at least it was
predi cated on the fact that there's a degree of risk
associated with this conpany in acquiring distressed
asset s.

Q So that's sonething the Conm ssion itself has
recogni zed?

A It is.

Q Now, I want to turn to sonething you were
just tal king about with M. Cooper. And that is the
WSl RA surcharge and the future -- use of the future
test year. Are you famliar with those two itens?

A | am

Q And is there anything that has recently
changed how those affect rate-nmaking in M ssouri?

A. They've expanded. And they've expanded
the -- not only, you know, the scope of projects that
can be included, but who can participate in that. And
novi ng forward, ny understanding is that CSWR has net
the mninmumthreshold to effectively do everything
that M ssouri-Anerican Water can, in terns of
expedi ted recovery, and increased surcharges.

Q And based on your experience in rate-naking
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in Mssouri, do you expect that Confluence woul d take
advant age of those surcharges?

A. | would be surprised if they don't.

Q Thank you. And now | just want to follow up
additionally on the contract |abor for M ssouri -
Anerican. The OPC attenpted to di scover who operates
t hese systens for M ssouri-Anmerican. Are you aware of
t hat ?

A, Yes.

Q And did Mssouri-Anerican identify any
speci fic enpl oyees who operate these systens for
M ssouri - Aneri can?

A. | can't renenber. | don't believe they
requi red nanes. But yes.

Q GCkay. And those were conpany enpl oyees?

A. Those were conpany enpl oyees. Yes.

Q Along that sanme vein, | believe this was in
your di scussion wth Conm ssioner Mtchell. You
t al ked about how t he OPC has brought up before the use
of contractors for Confluence Rivers. 1Is the OPC

taki ng any position on Confluence's use of contractors

in this particular case? | mght need to rephrase
t hat .
A Okay. | --
Q Let nme --
888-893-3767 Lexitas operates in all 50 states and is licensed where required. ALEXITAS
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A Ckay.

M5. VANGERPEN: | apol ogi ze, Judge. |I'm
going to rephrase that question.

Q (BY M5. VANGERPEN.) In the prior Confluence
Ri vers case, the OPC took a position that Confluence
shoul d not be using independent contractors. |Is that
correct?

A. That's correct.

Q |Is the OPC attenpting to support that
position in this case?

A. That is not -- I"'mnot -- I'm-- |I'"mnot --
well -- the confines of this case, |'m not
recomendi ng or | ooking at arguing over whether or not
Confl uence needs to change their business nodel. |

make it clear that | don't think their business nodel

Is -- | don't think it -- inthe long term | don't
think it -- presently, it's -- it's conducive for --
for rate-payers. | think there's a degree of risk

that's associated with it. M testinony articul ates a
| ot of the concerns that | expressed in the | ast

Confl uence case. But to be clear, like ny focus is
really just on | ooking at the no-net-detrinent
standard, and |looking at all of those issues inits
totality.

Q So the Comm ssion doesn't have to take a
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position on that issue --

A. D d not.

Q ~-- on this particular case. |It's confined
solely to the net-detrinent --

A. That's correct.

Q -- standard. And just two |last things. Just
to clear any m sunderstandi ngs, the OPC is not
requiring a benefit in this case. |It's looking for no
net detrinent. |Is that correct?

A. That is correct.

Q And then lastly, Staff counsel asked you sone
questions about the Csage Utilities case. Are you
aware if the circunstances of that case were simlar

to the circunstances of this case, as far as was the

acquiring -- or the selling utility also a regul ated
utility --

A. R ght.

Q -- who was currently providi ng adequate --

adequat e service?
A It is adifferent utility nodel.
M5. VANGERPEN:. No further questions, Your

Honor .
JUDGE CLARK: Thank you, Dr. Marke. You're
excused.
THE W TNESS: Thank you.
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JUDGE CLARK: Any further evidence or
W t nesses from Public Counsel ?

MS. VANGERPEN: No, Your Honor.

JUDGE CLARK: | have one questions for
Staff's attorneys. | maybe coul d have asked this up
front, but | wanted to see if it came out. |In Staff's

recomendation, and in their recommendati on Nunber 4,

It said require Confluence to submt adoption notice

prior to closing on assets to adopt the existing

M ssouri-Anerican tariffs. In its response, they

I nst ead proposed using Confluence tariffs and rates,

Page 6. Are you famliar with what |'mtal ki ng about ?
M5. HANSEN: Can you point us to the page

that you're referring to. Thank you. Sorry. Can you

state that one nore tine.

JUDGE CLARK: Bear with ne just a m nute.

"Il pull it up. On Staff's recommendation, it's Page
17 of 17, contains Condition 4. | would have to | ook
through to find the response. |If you'll give ne just
a monent, | will do that.

MR. COOPER  Judge, if you'll allow ne
to -- tojunpinjust a-- alittle bit.

JUDGE CLARK: | believe | -- | believe |
know what it is.

MR COOPER  Ckay.
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JUDGE CLARK: In your response, it says
under Nunber 5, here M ssouri-Anmerican wll still be a
sewer corporation after the close on the subject
transaction; thus rather than adopting M ssouri -
Anerican's tariff in whole, Confluence Rivers proposes
as follows. Confluence R vers proposes to utilize the
exi sting custoner rates for the 19 wastewater systens.
Confl uence Rivers would further plan to submt tariff
sheets, to be effective before the closing on said
assets, to include service area and service -- witten
description and rates to be included in the EFIS
tariff PSC MO Nunber 31 applicable to sewer service.
| believe that's correct. Am| off?

MR COOPER: | think that's correct. And I
woul d just add, if that -- just so it nmakes nore
sense, the reason that the conpany had a slightly
different proposal as to the tariffs was exactly what
was said, which is many tines, the conpany is buying
an entire system And this happens for M ssouri -
Anmerican as well sonetinmes. They will adopt the
entire tariff book in EFIS as a part of that, and then
those tariffs get blended together in the next general

rate case. G ven here that M ssouri-Anerican wl |

still be a sewer corporation post-transaction, or --
or acquisition, we can't really adopt, or we -- the
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Confl uence Rivers can't really adopt their entire
tariff book. Right? The tariff book needs to stay in
EFIS. And so that was the reason for kind of being a
little bit nore particular about which sheets would be
filed by Confluence Rivers prior to a closing. And
the -- the reference to the rate sheet, of course, in
time, would have been January of this year, when the
base rate for M ssouri-Anerican was the thirty-five --
or the $65.36 that Confluence Rivers has proposed to
char ge.

JUDGE CLARK: Thank you. So to -- to kind
of shorten that, Confluence Rivers -- if the asset
transfer is approved, Confluence Rivers would like to
submt tariff sheets rather than adopt tariff sheets.
Is Staff opposed to that?

M5. ASLIN  No.

JUDGE CLARK: Thank you. Let's go off the
record nonentarily.

(OFF THE RECORD.)

JUDGE CLARK: | would like to briefly at
this time go over exhibits, and be sure that
everything -- that we all agree on everything that's
been entered, and to be sure that it is, in fact,
entered. And |I'mgoing to go through it as quickly as

| can. Starting with Confluence Rivers. Confluence
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Rivers, | have as offered and admtted Exhibit 1;
Exhi bit 2C, Exhibit 3P and 3C

MR. COOPER: That's consistent with what |
have, Your Honor.

JUDGE CLARK: For M ssouri-American, | have
Exhi bit 100; Exhibit 101, Public and Confidential; and
Exhi bit 102 adm tted.

MR. COOPER Al so consistent with what |
have.

JUDGE CLARK: From Staff, | have Exhibit
200, Confidential and Public; Exhibit 201; Exhibit
202; Exhibit 203.

M5. ASLIN.  Correct.

JUDGE CLARK:  And then to be admtted -- or
to be submtted errata sheets of Exhibit 204 and 5.
But those are not admtted yet.

And then for Public Counsel, | have

Exhi bits 300, Public and Confidential; Exhibit 301,
Public and Confidential; Exhibit 302, Public and
Confidential; Exhibit 303, Public and Confidential;
Exhi bit 304, Confidential; Exhibit 305, Confidential.
s that correct?

M5. VANGERPEN:  Yes, Your Honor. And then
we w |l also have Exhibit 306, and that wll be

M. Mirray's errata sheet.
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JUDGE CLARK: Ckay. And as | indicated
before, next -- next Wednesday, July 2nd is the
deadline for any objections to information contai ned
in the errata sheets.

Sarah, when will transcripts be
avai | abl e?

THE REPORTER: | would have to | ook at ny
backlog to see what it would be in the regul ar course
of business, but you can just tell ne when you need
it, and | can get it done by then.

JUDGE CLARK: | don't think anybody
requested expedited transcripts, so | believe that we
are working on a standard 10-day assunpti on.

THE REPORTER:. Ckay. |If you change your
m nd, just let ne know.

JUDGE CLARK: Ckay. And that -- that would
put transcripts avail able roughly around the 7th of
July.

| have down that briefs -- that there
will be an initial brief due July 18th. Is that
everybody's understanding? | see a |lot of heads
shaking yes. And | have that reply briefs will be due
July 28th. |Is there anything else that the Conm ssion
needs to take up at this tinme before | adjourn this

hearing and go off the record? | hear and see
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nothing. Wth that, I wll adjourn this proceeding.
Thank you all for being present today, and being

prepared. And we'll go off the record.

(Ending tinme of the hearing: 12:14 p.m)
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