© 0o N o o b~ w N Pk

[
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Evidentiary Hearing Vol Il
January 28, 2026 Page 1

BEFORE THE PUBLI C SERVI CE COWM SSI ON
STATE OF M SSOURI
TRANSCRI PT OF PROCEEDI NGS

EVI DENTI ARY HEARI NG

In the Matter of the Petition)
O M ssouri-Anerican Water )
Conmpany for Approval to ) Case No. WR- 2025- 0345
Establish a Water and Sewer )
Infrastructure Rate )

)

Adj ust nent (WSl RA)

WEDNESDAY, JANUARY 28, 2026
1:30 p.m - 2:56 p.m
Governor O fice Buil ding
200 Madi son Street
Jefferson Cty, Mssouri 65101
VOLUME 2

KEN SEYER, Presi di ng
DEPUTY CH EF REGULATORY LAW JUDGE

MAI DA J. COLEMAN,

GLEN KOLKMEYER,

JOHN M TCHELL,
COW SSI ONERS

Reported By:
Shelley L. Bartels, RPR, CCR

Job No.: 202430

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




© 0o N o o b~ w N Pk

[
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Evidentiary Hearing Vol Il
January 28, 2026 Page 2

APPEARANCES

MS. CASI ASLIN

casi . asl i n@sc. np. gov

Staff of the M ssouri Public Service Conmm sSsSi on
200 Madi son Street

P. O. Box 360

Jefferson City, Mssouri 65102-0360

573. 751. 4140

For: Staff of the M ssouri Public Service
Commi ssi on
MS. LI NDSAY VANGERPEN
| i ndsay. vanger pen@pc. nD. gov
Ofice of the Public Counsel
200 Madi son Street
P. O Box 2230
Jefferson Cty, Mssouri 65102
573. 751. 5562
For : Ofice of the Public Counsel
MR. DEAN L. COOPER
dcooper @r ydonl aw. com
Brydon Swear engen & Engl and, PC
312 E. Capitol Avenue
Jefferson City, Mssouri 65102
573. 635. 7166
-- AND - -
M5. RACHEL NI EMVEI ER
M ssouri - Aneri can Wat er Conpany
727 Crai g Road
St. Louis, Mssouri 63141
For : M ssouri - Areri can Wat er Conpany
888-893-3767 Lexitas operates in all 50 states and is licensed where required. LEXITAS

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




© 00 N oo o b~ w N B

N N NN NN B B R R R R R R R
o A W N P O © 0 N O U0 M W N B O

Evidentiary Hearing Vol Il
January 28, 2026 Page 3

Proceedi ngs began at 1:30 p.m:

JUDGE SEYER: Al right. Let's bring
this proceeding to order and go on the record. Good
afternoon. Today is January 28th, 2026. The tine
I1s 1:30 p.m The Comm ssion has set this tine for an
evidentiary hearing in the case captioned as: In the
Matter of the Petition of M ssouri-Anerican Water
Conpany for Approval to Establish a Water and Sewer
I nfrastructure Rate Adjustnent. The acronym for that
Is WS-I1-R A and we often refer to that as WSl RA
It's our Case No. WR-2025-0345.

My nane is Ken Seyer and | amthe
regul atory | aw judge presiding over this hearing.

The hearing is taking place in the Public Service
Comm ssi on hearing room room 310 of the Governor
Ofice Building in Jefferson Gty, Mssouri.

Before we get too far into this, let's
have counsel for the parties nake their entries of
appear ance beginning with M ssouri-Anerican Water
Conpany.

MR. COOPER  Thank you, your Honor. Dean
Cooper fromthe law firm of Brydon, Swearengen &

Engl and, P.C., appearing on behalf of M ssouri -
Anmerican Water Conpany along with Ms. Rachel Neineier
of M ssouri-Anmerican Wat er Conpany.
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JUDGE SEYER. Al right. Thank you. For
the Staff of the Comm ssion.

M5. ASLIN. Casi Aslin for Comm ssion
St af f.

JUDGE SEYER Al right. And for the
O fice of Public Counsel.

MS. VANGERPEN. (Good afternoon. Lindsay
VanGer pen on behalf of the OPC

JUDGE SEYER: Thank you. For those in
the hearing room | ask that everyone silence their
cell phones and nobile devices. |If you are connected
via Webex, ask that you nmute your m crophone when not
speaki ng.

W do have -- | know we w Il have a
Wi t ness appearing via Wbex today, and there are
comm ssioners that are participating via Wbex today.
Let nme ask the parties, is there anything, any
prelimnary nmatters we need to take up? GOkay. Do
the parties wish to give opening statenents?

MR. COOPER  Yes, your Honor.

JUDGE SEYER: Al right. Then,
M . Cooper, go ahead.

MR. COOPER  Just a mnute, your Honor.
We're going to hand out copies of the Power Point

presentati on.
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May it please the Commi ssion. The issue
before you today is fairly isolated. Should the tax
gross-up on incone taxes be included in the W5l RA
revenue requirenent. This kind of goes w thout
saying that there's nothing |ike incone tax
cal cul ati on and Accunul ated Deferred I ncone Taxes to
spice up an afternoon, so here we go.

Just to kind of set the stage for where
this disagreenent figures into the process, the
revenue requirenent, of course, is, at a high |level,
the rate base tines the pre-tax return plus expenses.
And again, that equals the revenue requirenent. In
this case there's no disagreenent anongst the parties
as to the rate base or the expenses to be incl uded.
The only disagreenent is over the proper pre-tax
return to be applied to the rate base. M ssouri -
American and the Staff agree the pre-tax return
shoul d be 8.47 percent. OPC believes the pre-tax
return should be 8.12 percent. The difference is
fully attributable to the income tax gross-up that
was referenced previously. M ssouri-Anerican and
Staff use a tax gross-up of 1.3130. OPC uses a tax
gross-up of 1.2384.

I n ratemaki ng, incone tax expense is

i ncluded in the revenue requirenent. The revenues
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I ncluded to cover these incone taxes are treated as
t axabl e i ncone. Because the incone taxes are not
t hensel ves tax deductible, an additional anmount is
added to the utility's revenue requirenent to ensure
there i s enough revenue for the incone tax expense.
We provide an exanple on this slide of what happens
if the comm ssion were to authorize a hundred dollars
of i ncone tax expenses using both the Conpany's
gr oss-up percentage or gross-up of 1.3130 versus what
woul d happen using the OPC s tax gross-up of 1.2384.
Utimately it would result -- the OPC cal cul ation
woul d result in only $94 being be available for tax
expense. The tax gross-up supported by the Conpany
and Staff ensures the utility retains the
Comm ssi on-aut hori zed anount of incone tax expense.
Now, what are the deferred taxes. Any
revenue requirenent nust include incone tax expense
for the utility to earn, again, the authorized
return. The inconme tax expense will be primarily
made up of both current incone tax expense, tax
payabl e now, and deferred incone tax expense, tax
payable later. Deferred incone taxes are prinmarily
created due to the significant differences in
depreciation of utility plant for incone tax purposes

versus depreciation rates for book purposes. For
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M ssouri-Anmerican, this is driven by the tax repairs
deduction as well as accel erated tax depreciation.
Utimately the current incone taxes plus the deferred
i ncone taxes are included in the revenue requirenent.

Agai n, deferred incone tax expense is the
recognition of the taxes to be paid in the future.
When a conpany incurs deferred i ncone tax expense,
t hese anmobunts are accunulated in what we referred to
before as the Accunul ated Deferred | ncone Taxes, or
ADIT. AD T ultimately is a reduction to rate base
resulting in a |lower revenue requirenent for the
custonmer. In this case, ADI T reduces the rate base
by about $18.5 million which translates into a
benefit to custoners of a reduction in the revenue
requi rement of over $1.5 million.

The tax gross-up is a fundanental part of
t he ratenmaki ng process and the cal cul ati on of incone
taxes. The WBIRA statutes require inclusion of the
state, federal, and |ocal inconme or excise taxes as
applicable to the WSl RA revenues. You'll see bel ow
we' ve provided sone excerpts fromthose WSl RA
statutes both talking in terns of the pre-tax
wei ght ed cost of capital involvenent in the
determ nati on of appropriate pre-tax revenues as wel |

as the state, federal, and | ocal income or excise
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t axes applicable to such revenues that are required
as part of appropriate pre-tax revenues. And then
lastly, the identification of the factor of the
current state, federal, and | ocal inconme or excise
tax rates that would be used in determ ning the
appropriate pre-tax revenues.

| would nmention that in OPC Wtness
Riley's rebuttal testinony he attenpts to provide an
additional definition of appropriate in this context
by citing to sone dictionary definitions which is
really not -- not anything that needs to be done in
this case. As exhibited here, the statute already
defi nes appropriate pre-tax revenues. There's no
reason for any further definitional reference.

| would also point out that in the
not -t oo-di stant past, in the Confluence R vers rate
case WR-2023-0006, and this is the Report and O der,
on page 16 the Comm ssion recogni zed that incone tax
expense said a hypothetical construct used in
ratemaking is the result of nmultiplying the rate base
by the Commi ssion-authorized rate of return and then
the statutory tax rate. This provides the utility
recovery of the incone tax expense associated with
its authorized return on its investnent. The

Comm ssion also noted that this is the only incone
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tax expense included in rates, and there is no
conponent within that nethodol ogy that considers the
actual revenues or deductions reported on federal or
state incone tax returns.

One |l ast point we'd like to nake is that
in Mssouri-Anrerican's |ast rate case, WR-2024-0320,
t he Conmm ssion approved a 7.00 percent after tax
return for use in Mssouri-Anerican's WSl RA. By not
i ncluding the full tax gross-up, OPC woul d have the
conpany earn 6.73 percent after tax return. And the
cal culation of that's provided on this slide as well
as in the direct testinony of Ms. Schl essman who w ||
testify later today. Because of the statutory
definitions, because of the Order in the last rate
case identifying the after tax return, the Conm ssion
shoul d order the pre-tax return of 8.47 percent
that's been agreed to by M ssouri-Anerican and Staff
and again, as a part of the statute, as part of the
Stipul ati on and Agreenent approved by the Conm ssion
In that case and supported by OPC in the Conpany's
| ast rate case. And that's all | have at this tine.

JUDCGE SEYER Al right. Thank you,

M. Cooper. Are there any questions fromthe
comm ssioners for M. Cooper? Al right. Thank you.

Ms. Aslin, would you |like to make an opening

888-893-3767 Lexitas operates in all 50 states and is licensed where required. LEXITAS
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st at enent ?

M5. ASLIN.  Good afternoon, and may it
pl ease the Comm ssion. M nane's Casi Aslin and | am
here representing Comm ssion Staff. M. Cooper just
expl ained very well the issue at hand today so |'m
going to try and keep this as brief as possible.

There's just one issue before you today.
Shoul d the gross-up on incone taxes be included in
the WSl RA revenue requirenent. Staff's position and
that of the Conpany is yes. The tax gross-up factor
Is used to cal cul ate additional taxes needed on the
overall revenue requirenent in both general rate
cases and WBI RA cases. Taxes included in Staff's
WSl RA recommendati on i nclude both current and
deferred i ncone taxes. Therefore, it is Staff's
position that if taxes are to be included in rates,
t here should be a tax gross-up applied to the overall
revenue requirenent, whether in a general rate case
or a WBI RA case. Including taxes in the revenue
requi renent i s not dependent on whether M ssouri -
Anerican is currently making tax paynents to the IRS,
and this is a common approach.

As M. Cooper stated, as part of
the approved Stipul ati on and Agreenent in

M ssouri - Anerican's nbst recent rate case, which
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was WR- 2024- 0320, the parties, including the Ofice
of Public Counsel, agreed to an overall post-tax --
post -tax wei ghted average cost of capital of 7
percent and agreed to using this for WSl RA purposes.
Publ i c Counsel's position of excluding the tax gross-
up factor fromthe WSl RA revenue requirenent changes
the post-tax return to 6.73 percent which is |ess
than the 7 percent Comm ssi on-approved post-tax
return,

VWhile he did not file testinony in this
case, Staff has Keith Majors here today to answer any
guestions that you nay have on Staff's position.
Thank you.

JUDGE SEYER: Al right. Thank you. Do
the comm ssi oners have any questions for M. Aslin?

COMM SSI ONER M TCHELL: |f | may, Judge.

JUDCGE SEYER Go ahead, Comm ssi oner
Mtchell.

COW SSI ONER M TCHELL: Thanks so nuch
for your opening. Just want to nake sure that |
understand what's been said. The primary difference
i n what the Conpany and Staff recommend for the tax
gross-up multipliers lies in the difference between
accel erated depreciation used for tax purpose and

depreciation that is used for book purpose? Is that
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where the difference in the two nultipliers is?

M5. ASLIN. 1'mnot certain, but maybe
you could ask Keith Majors or another w tness that
question. |'msorry.

COW SSI ONER M TCHELL: Okay. | wll.

JUDGE SEYER: Al right. Thank you.
Ms. VanGCer pen.

MS. VANGERPEN: Yes, your Honor. |I'm
going to pass out our presentation first as well.

Good afternoon, Commi ssioners, and may it
pl ease the Comm ssion. M nane is Lindsay VanGerpen
and |I'mhere this afternoon on behalf of the OPC. So
|'"d like to begin this afternoon by posing a sinple
guestion. |If a conpany does not remt paynent for
I ncome taxes to the IRS, does the Comm ssion still
need to gross-up the current incone taxes. The OPC s
answer to this question is sinply no. The Conmm ssion
does not need to include a tax gross-up when paynents
are not actually being remtted to the IRS.

So to understand the OPC s position, we
need to dive a little deeper into two concepts:
| ncone taxes and the tax gross-up. So let's |ook at
I ncome taxes first. Now, when | refer to incone
taxes, I'mreferring to the anount included in a

utility's revenue requirenent to pay incone taxes to
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the IRS. Now, the WSl RA statutes require recovery of
I nconme taxes. So to be clear the OPC is not
chal | engi ng M ssouri-Anmerican's recovery of the

i ncone taxes in this case. Rather, our argunent is
strictly limted to the tax gross-up, and the W5l RA
statutes don't explicitly require recovery of an

i ncome tax gross-up.

So what is an inconme tax gross-up. So
the incone tax gross-up exists because of a problem
The I RS considers the inconme tax included in the
revenue requirenent to be taxable incone to the
utility. So the solution to that problemwas to
I ncl ude an additional anmount to pay the incone taxes
collected in the revenue requirenent. And that
addi tional amobunt is the tax gross-up. Now, because
iIt'"s collected to pay the incone taxes on the incone
taxes, this is sonetines called tax on tax.

So that's a little bit difficult to
understand, so let's | ook at an exanple. And so
for this sinplified exanple we can say that
t he Comm ssion has authorized a utility to
recover $100,000 in revenue. To calculate the
I ncone taxes on those revenues, we sinply nmultiply
that 100, 000 by the conposite tax rate of 23.84

percent, and we find that the utility would need
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to collect $23,840 to pay the inconme taxes on

the $100,000 in revenue. So as | nentioned, the IRS
sees that $23,840 as inconme to the utility, so it
generates additional taxes. So to calculate that we
mul tiply the $23,840 by the conposite tax rate again
and we see that the utility now needs to collect an
addi ti onal about $5,600. So the IRS will also see

t hat anount as additional inconme, so we continue the
process, again, nultiplying that $5,600 by the
conposite tax rate to get approximately $1, 355.

Now, this process continues again and
again and again and again until the anount is de
mnims and we ultimately find that the utility needs
to collect $131,300, and that would allowit to
realize its $100,000 in revenues, to pay the $23, 840
in taxes, and then the remaining $7,460 is the tax
gross-up. So to be clear, the $7,460 exists only
because the I RS considers the additional taxes to be
additional inconme to the utility. So the key here is
if the utility does not actually remt the $23,840 to
the IRS, it doesn't have to pay the gross-up.

So that brings ne to the core of the
OPC s position, Mssouri-Anerican's tax position. So
as M. Riley pointed out in his prefiled testinony,

based on infornation fromits nbst recent rate case,
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M ssouri-Anerican does not currently remt paynent to
the IRS for incone taxes. So because M ssouri -
Aneri can does not currently remt paynent for any
taxes to the IRS, it's nade whole when it recovers
Its WBI RA plant costs plus the incone taxes. So if
the Conmi ssion still allows M ssouri-Anerican to
collect the incone tax gross-up, the tax gross-up
will be profit to Mssouri-Anmerican at that point.

So that brings nme to the OPC s position,
and really our position is pretty sinple. M ssouri-
American does not remt paynent for incone taxes to
the IRS and because there's no remttance for
paynent, no gross-up is required to nake M ssouri -
Anerican whole. And for that reason the Conm ssion
shoul d exclude the gross-up on the incone tax
cal cul ati on and shoul d reduce the WSl RA revenue
requi rement by $430, 535.

So M. Riley will be appearing on behalf
of the OPC this afternoon. M. R ley has years of
experience in utility regulation and is also a
certified public accountant or CPA. So | encourage
you to ask him any questions that you have. And |
will also attenpt to answer any questions that you
have at this tine,

JUDCGE SEYER: All right. Thank you. Are
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there questions fromthe comm ssioners? Al right.
Heari ng none. Thank you, Ms. VanGCer pen.

M5. VANGERPEN:. Thank you.

JUDGE SEYER: Al right. M. Cooper,
woul d you like to call your first w tness.

MR. COOPER W would. We would call
M. Brian LaG and.

(Wtness sworn.)

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

JUDGE SEYER: Al right. Thank you.

MR. COOPER  Judge, we're going to have
two pieces of testinony fromM. LaGand, his direct
and rebuttal. Do you want to just -- and we have not
premar ked any of the testinony in this case. Do we
just want to do that sequentially and start with
nunbers 1 and 2 and go fromthere?

JUDGE SEYER:  Yes.

MR COOPER Ckay. So | would -- | would
take it then that his direct testinony would be
Exhibit 1 and his rebuttal testinony would be
Exhi bit 2.

JUDGE SEYER: Yes. That's -- that nakes

sense to ne.
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DI RECT EXAM NATI ON
BY MR COOPER

Q Wul d you state nanme, M. LaG and.

A Yes. Brian LaG and, L-a-Gr-a-n-d.

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

A Enpl oyed by Anerican Water Wrks Service
Conmpany. |I'mthe director of rates and regul atory

for M ssouri-Anmerican Water.

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

A | have.

Q And it's your understanding | suppose that
that testinony has been marked as Exhibits 1 and 2
for identification?

A. Yes, it is.

Q Do you have any changes that you woul d
like to make to that testinony at this tinme?

A | do not.

Q If I were to ask you the questions
contained in Exhibits 1 and 2 today, would your

answers be the sane?

A They woul d.
Q And are those answers true and correct to
888-893-3767 Lexitas operates in all 50 states and is licensed where required. LEXITAS
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the best of your information, know edge, and belief?
A Yes, they are.

MR. COOPER  Your Honor, | would offer
Exhibits 1 and 2 into evidence and tender M. LaG and
for cross-exam nati on.

JUDGE SEYER: All right. Are there any
obj ections to the adm ssion of those exhibits into
evidence? Al right. Exhibits 1 and 2 are adm tted.

(Conpany Exhibits 1 and 2 were adnmitted
and nmade a part of the record.)

JUDGE SEYER: Ms. Aslin, do you have
cross for the w tness?

M5. ASLIN. No questions.

JUDCGE SEYER: Ms. VanCer pen?

M5. VANGERPEN:. Yes, your Honor, just
briefly. And to begin, we would like to mark an
exhibit. So | think we're 300 per the procedural
order. GCkay. So | would like to mark this as 302 if
that's okay.

CROSS- EXAM NATI ON
BY M5. VANGERPEN:

Q Good afternoon, M. LaG and.
A Good afternoon.
Q Wul d you agree wwth ne that this is an

excerpt of M ssouri-Anerican Water Conpany's 2024
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annual report filed before the conmm ssion?
A It appears to be, yes.
Q And this is the nost recent annual report

that M ssouri-Anmerican has filed before the

comm ssion. |Is that right?
A. Yeah, that's correct. 2025 won't be fil ed
until later this year.

M5. VANGERPEN: Thank you. Your Honor,
that's the only questions | have, and I'd like to
offer this Exhibit 302 for admttance into the
record.

JUDGE SEYER: Any objections? Al right.
Exhibit 302 is admtted.

(OPC Exhibit 302 was admtted and nade a
part of the record.)

M5. VANGERPEN: Thank you, your Honor.

No further questions.

JUDCGE SEYER: Thank you. Are there any
questions fromthe comm ssioners? Al right. | have
a few questions nyself.

QUESTI ONS
BY JUDGE SEYER
Q M. LaGrand, would you agree that in
determ ning incone tax to be paid in any year for

both federal and state i ncone tax returns, all owabl e
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expense deductions subtracted from gross revenues to
deter m ne taxabl e i ncone?

A. | would say -- well, first | would say the
Conpany's Wtness Schlessman is the tax expert, but
conceptually, yes, | would agree with that.

Q Ckay. Would you agree that for
determ ning taxable incone if allowabl e expense
deducti ons exceed gross revenue, a negative net
taxable inconme is allowed to be carried forward for

I nconme tax purposes?

A That's getting out of ny area of
expertise. | would defer to Ms. Schl essman for
that --
Q Fai r enough.
A -- that question.
Q Referring to the Conpany's application, do

you have that application in an appendi ces?

A | don't have the application in front of
nme. | know one of the appendices is attached to ny
testi nony, but just one page of one of them so we
may get |ucky, but.

Q kay. The appendix that | would like to
ask a coupl e of questions about is Appendix C. And
it's -- the first page is headed WSl RA Revenue

Requi renments Cal cul ati on.
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A. Yes. That's actually attached to ny
testi nony.
Q Ckay.
A Schedul e BW.- 2.
Q kay. For the -- for the sake of
expedi ency, do any of the parties need a copy of that
appendi x?
MR. COOPER  Judge, if you're -- if

you' re working off page 1 that's included in
M. LaGand's testinony, | think we're good. But if
you go beyond page 1, it's going to --
JUDGE SEYERT Right. It is --
MR. COOPER -- get a different answer.
JUDGE SEYER: -- actually page 2.
It's page 2, so.

BY JUDGE SEYER

Q Do you, M. LaGrand, need a copy of that?
A | do.
Q M. LaGand, you're famliar wth that

page of the appendi x?
A. | am
Q Ckay. Since the tine that the application

was filed, would there be any changes to this page?

A. No.
Q kay.
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A Vel l, excuse ne. Let ne -- let ne --
actually, let nme rephrase that. Wen we filed the
application, at the tine that includes three nonths
of actual and three nonths of estinated expenses. W
true that up during the course of the case. So there
is a final version that -- if this is the one from
the original application, the final version actually

will be alittle bit different than this.

Q Ckay. | want to draw your attention to
line 62. It's |labeled Total Tax Deducti ons.

A. Yes.

Q And that amount in the far right colum,

the total anount is 78,853,300. Correct?

A Correct.

Q Al right. 1Is that related to accelerated
depreci ati on applicable to WSl RA plant additions in
this case?

A Yeah. So that -- that's actually nade up
of two -- two conponents. The first one you'd see on
line 34 which is the repairs deduction. And then
the -- the -- then on line 53 you see the regular tax
depreciation. Those two taken together are the total

of the tax deducti ons.

Q You said |line 53?
A Yeah. Line -- line 34 --
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Q Uh- huh.
A -- and line 53 and then | guess plus
line 60 which kind of reduced that a little bit, but.
But those are what make up |ine 62.
Q Ckay. Farther down that page on line 90
there's a line | abel ed Book, slash, Tax Depreciation

Tenporary Difference.

A. Yes.
Q And that shows a negative anount
of $77,352,522. Correct?
A. Yes.
Q Does that anmount represent the difference

bet ween the WSl RA pl ant additions straight-1ine
depreci ati on expense that will be used for ratenmaking
and accel erat ed depreci ati on expense deducti on used

for incone tax purposes?

A. Yes. Yes. That's the difference between
l[ine 83 and |ine 62.
Q Al right. Thank you. And then even

farther down on that page the very last |line 103
| abel ed Net Deferred I ncone Taxes, that shows a total
of negative 18, 440, 941.

A Yes.

Q Wul d you -- okay. Does that anount

represent the anount of incone taxes M ssouri -
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Anerican will be required to pay in the future to
conpensate for the accel erated depreciation incone
tax deduction that it will take for the WSl RA pl ant

addi ti ons?

A. Well, that's the -- that's the deferred
taxes -- the deferred tax liability that reduces rate
base. In his opening M. Cooper referenced that.

And in the final nunber is -- it's alittle bit

different than that, but it's approxinmately 18
mllion or so. And so that Accunul ated Deferred

| ncome Tax anount reduces the rate base and | owers
the custoner revenue requirenent by about a mllion
and a half dollars or so.

JUDGE SEYER: All right. Those are all
the questions |I have. M. Aslin, do you have any
foll owup questions?

M5. ASLIN.  No questions, thank you.

JUDCGE SEYER: And, Ms. VanGCerpen?

MS. VANGERPEN:. Coul d we have just one
nonment, your Honor? No questions, your Honor.

JUDGE SEYER: Al right. M. Cooper, do

you have redirect?

MR COOPER | do not. Thank you, your
Honor .
JUDCGE SEYER: Thank you, M. LaG and.
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You' re excused.

MR. LAGRAND: Ckay. Thank you, your
Honor .

JUDGE SEYER: M. Cooper, you can call
your next w tness.

MR. COOPER W would call Linda
Schl essman who is appearing via Wbex.

M5. SCHLESSMAN: Good afternoon. Can you
hear me?

JUDGE SEYER: | can.

MS. SCHLESSMAN: G eat.

(Wtness sworn.)

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

JUDGE SEYER: Thank you.

MR COOPER  Judge, ny planis to
identify Ms. Schlessman's direct testinony as
Exhi bit 3 and her rebuttal as Exhibit 4. And |'d
note that her rebuttal has both public and
confidential versions.

JUDCGE SEYER: Al right. That would be
fine.

DI RECT EXAM NATI ON
BY MR COOPER
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Q Ms. Schl essman, woul d you state your nane

for us again.

A Li nda Schl essman.

Q And spell your |ast nane.

A S-c-h-1-e-s-s-ma-n.

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

A. |"mthe director for taxes regulatory for

Ameri can Water Wrks Service Conpany.

Q And you're appearing on behal f of
M ssouri-Anmeri can Water Conpany in this case?
A Yes.
Q And have you caused to be prepared for the

purposes of this case certain direct and rebuttal
testinony in question and answer fornf

A Yes.

Q And is it your understandi ng that that
testi nony has been marked as Exhibits 3 and 4 for
I dentification?

A Yes.

Q Do you have any changes that you woul d
like to make to that testinony at this tine?

A No.

Q If | were to ask you the questions which

are contained in Exhibits 3 and 4 today, would your
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answers be the sane?
A. Yes.
Q And are those answers true and correct to

the best of your information, know edge, and belief?
A Yes.

MR. COOPER  Your Honor, | would offer
Exhibits 3 and 4. | guess really 3P and -- or I'm
sorry, 4P --

JUDCGE SEYER:  4P.

MR. COOPER -- and 4C into evidence and
tender the witness for cross-exam nation.

JUDCGE SEYER: Any objections? Al right
Exhibits 3, 4P and 4C are admtted into evidence.

(Conmpany Exhibits 3, 4P and 4C were
admtted and nade a part of the record.)

JUDGE SEYER: Ms. Aslin, do you have any
guestions?

M5. ASLIN.  No, thank you.

JUDGE SEYER: Ms. VanGer pen?

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

JUDCGE SEYER Al right. Any questions
fromthe conm ssioners? All right. Hearing none.

QUESTI ONS

BY JUDGE SEYER
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Q Ms. Schl essman, | assune you're on and

heard ny questions earlier to M. LaGand and he --

A Yes, | did.
Q -- he kind of deferred those to you.
So I'lIl go ahead and repeat those two
gquestions. In determning incone tax to be paid in

any year fromboth federal and state incone tax
returns, would you agree that all owable tax expense
deductions are subtracted from gross revenues to
det erm ne taxabl e i ncone?

A Yes. | would agree with that.

Q Wul d you al so agree that for determ ning
taxabl e incone, if allowabl e expense deductions
exceed gross revenue, a negative net taxable incone
Is allowed to be carried forward for incone tax
pur poses?

A. | do agree with that. And | would add to
that that for Mssouri-Anerican Water specifically
because it is a part of the American Waters G oup and
a consol idated return, that when | ooking at M ssouri -
Anerican Water specifically, we would -- their | osses
woul d be -- go to the entire group and be used
towards the consolidated taxable inconme. And because
of that, M ssouri-Anerican Water al one does not carry

forward those | osses to be used. And generally in
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tax accounting, one would record a deferred tax asset
to use those | ater, but because it's able to be used
by the bigger group, there is no recording of a
deferred tax asset on a standal one basi s.

Q kay. So another way to think about this
if | understand this correctly is the Conpany doesn't
| ose its all owabl e expense deduction in a given year
If its revenues don't exceed the all owabl e tax
deductions. Wuld that be correct?

A. Yes. | agree with that, that it will be
able to use that on the consolidated tax return and
will not |ose that.

JUDCGE SEYER: Ckay. Those are the only
gquestions | had. M. Aslin, do you have any
fol | ow up questions?

M5. ASLIN.  No, thank you.

JUDGE SEYER: And, Ms. VanGCerpen?

M5. VANGERPEN. No, thank you.

JUDGE SEYER: Al right. M. Cooper, do
you have redirect.

MR. COOPER  Very, very briefly.

REDI RECT EXAM NATI ON
BY MR COOPER:
Q It was nentioned earlier or there was a

di scussion about if the deductions exceed gross
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i ncome whether there's a loss. Correct? That was

fromthe regul atory | aw judge.

A. Yes.

Q And - -

A. | recall that.

Q And the inplication | think is that there
woul d be no incone tax in that situation. [Is that
correct?

A. There woul d be no current inconme tax, but

there is tax expense because that is a timng

di fference of deduction. Deduction in totality is no
di fferent between book and tax, only the tim ng of

it. So the tax expense is in total, both current and
deferred does not change. Only the current is what
Is affected in that scenario when there is a | oss

si tuation.

Q And the piece that's not current, where is
that identified on identified on the Conpany's
records?

A That's identified in deferred tax expense,
and that is, you know, presented or booked into
Accunul at ed Deferred Incone Taxes and to be paid
later. That is what is, you know, the Conpany
acknow edgi ng that we'll be paying that later is

reducing rate base with that Accunul ated Deferred
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| ncome Tax, you know, as a credit to revenue
requirenent.

Q And there's this inplication that there's
no current incone tax, but | think you discuss in
your testinony that there will be tax due with the
next American Water and, in turn, Mssouri-Anerican
Water tax returns. Correct?

A. Yes. | do discuss that under the
Corporate Alternative Mninmm Tax regi me that there
I's, you know, cash paynents to the governnent because
of that alternative mninmmtax and M ssouri-Aneri can
Water has a share in that as well as the greater
gr oup.

Q And again, you don't believe that that is
determ native to the issue in this case. Correct?

A No, | do not. | do not think that the
fact that we pay the governnent in one year or not in
anot her should be what is driving the need for a
gross-up. The gross-up is, you know, inseparable
fromthe tax expense because along with the tax
expense cones the inability to deduct that tax
expense. So whether or not we're making cash
paynents is not relevant to that ratenmaking practice.

Q So ultimately those taxes because the

dol | ars associated with taxes are not deducti bl e and
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they're their own, at least it's the Conpany's
position, that the gross-up factor needs to be taken
I nto account?

A Yes. And, you know, | also want to, you
know, point out that through the reduction to rate
base which is Accunul ated Deferred I ncone Taxes
whi ch, you know, provide a credit benefit in rate
base for taxes we have not yet remtted to the
governnment, you know, those are al so grossed up, that
credit is also grossed up. So, you know, custoners
are not harnmed by the fact that we includes a gross-
up in our revenue requirenment because they're
receiving a credit for those taxes that haven't been
remtted, the gross-up on the taxes that haven't been
remtted in ADIT or Accunul ated Deferred I ncone
Taxes.

MR. COOPER  Your Honor, |I'd like to mark
an exhibit if we could, and this wll be, let's call
It gross-up exanple how about. And | believe it'l]
be Exhibit 5.

JUDGE SEYER:  Ckay.

BY MR COOPER:

Q Ms. Schl essman, do you have in front of

you a docunent that in the upper right-hand corner

says Case No. WR-2025-0345, an MAWC hearing exhibit?
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A Yes, | do.

Q VWhat is that?

A. This is an exanple of how the gross-up is

I ncorporated into the revenue requirenent on the

Accumul at ed Deferred | ncone Taxes portion of rate

base.
Q And was that prepared by you?
A It was, yes.
Q And again, this relates back to what you

were just describing, correct, in terns of how the
gross-up is ultimitely a part of the -- or there's a
benefit associated with the ADIT that includes the
gross-up in a general rate case. |Is that correct?
A That's correct. Wat -- what is being
denonstrated here is that the piece of ADIT that is
reducing rate base, if we were to | ook at the pieces
separately between what's in rate base and we have
our property plant equi pnent and our ADIT, if you
|l ook at the ADIT in isolation which is reducing rate
base and we're nultiplying that by rate of return, we
are also grossing up that credit. And what that
signifies is, and what the Conpany's acknow edgi ng,
Is that there's a piece of the gross-up that's been
coll ected that has not yet been remtted to the

governnent. And we acknow edge that and so we
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provide for those deferred taxes, the piece that
hasn't been remtted yet, we provide a gross-up
credit to that piece in the revenue requirenent. And
this is show ng what those pieces ook like in this
exanple if we were to pull apart rate base.

MR. COOPER  Your Honor, | would offer
Exhibit 5 into evidence.

JUDGE SEYER  Are there any objections?

MS. VANGERPEN:  Your Honor, |'m not sure
what the objection would be. W certainly have not
had a chance to review this docunent and certainly
have no opportunity to respond to it. So that |
woul d |i ke at | east to be noted.

JUDGE SEYER: R ght. And | do not have
to rule on adm ssion at this tine. W can discuss
this at the end of the hearing today as far as how
much tinme you m ght need.

M5. VANGERPEN:. Thank you, your Honor.

JUDGE SEYER: Al right. Anything
further, M. Cooper?

MR. COOPER:  No, nothing el se your Honor.

JUDCGE SEYER Al right. Gven this
i ntroduction of this exhibit, do the parties need any
foll owup questions for the wtness?

MS. VANGERPEN: Your Honor, could we have
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just maybe a five-mnute recess?

JUDGE SEYER:  Sure.

M5. VANGERPEN:. Thank you.

JUDGE SEYER: Let's go off the record and
reconvene at 2:25. Going off the record.

(O f the record.)

JUDGE SEYER: Al right. Let's go back
on the record. M. VanCerpen, do you have questions?

M5. VANGERPEN: Yes, briefly. Thank you,
your Honor.

JUDGE SEYER: Let's nmke sure -- okay.
There she is.

M5. SCHLESSVAN:  Hel | o.

RECROSS- EXAM NATI ON

BY MS. VANGERPEN:

Q Hel |l 0. Good afternoon, Ms. Schl essnman.
A Good afternoon.
Q So | have just one question. Wen the

conpany cal cul ates ADIT or Accunul ated Deferred
| ncome Tax, it does not include the gross-up in that
initial calculation. |s that correct?

A. That's correct because it woul d not be
proper to do so and actually this exanple in this
hearing exhi bit denonstrates that fact where the

first step is taking the Accunul ated Deferred | ncone
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Tax and including that in rate base as a reduction to
rate base, multiplying that by the rate of return to
come up with the revenue requirenent and then
applying the gross-up which is a benefit or credit to
the revenue required to that -- to that anount. So
we are grossing up that benefit only once, and so it
woul d not be appropriate to gross-up the ADIT in step
one because it will then be grossed up later in the
calculation, again as a -- as a credit to revenue
requi renent.

Q So just so | understand that, when the
ADI T bal ance is actually subtracted fromrate base,
it is not grossed up. Correct?

A Yeah, that's grossed -- that's correct
because it's going to be grossed up, that benefit
will be grossed up later in the cal cul ation.

M5. VANGERPEN: No further questions.
Thank you, your Honor.
JUDGE SEYER: Al right. Thank you.

M. Cooper, can this wtness be excused, or do you
have a question?

MR. COOPER  Could you give nme just one

m nut e?
JUDGE SEYER:  Sure.
MR. COOPER  Thank you, your Honor. | do
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have a redirect question associated with that if |
coul d.
JUDCGE SEYER: Go ahead.
REDI RECT EXAM NATI ON
BY MR COOPER:
Q Ms. Schl essman, you were describing the --
again, the calculation that's been nmarked as
Exhibit 5. Wat was your purpose for creating that?
VWhat was it in response to?
A. Right. So it was in response to a couple
of things. First --
MS. VANGERPEN:.  Your Honor -- your Honor,
| think I would object to that. | nean, we had a
single question on a piece of this calculation, so |
woul d say that this question kind of goes beyond the
scope of the cross.
JUDGE SEYER: M. Cooper.

MR COOPER | think it's all involved
in -- inwhat's flowng fromthe exhibit that we've
of f er ed.

JUDGE SEYER: | think the -- all right.

"Il sustain that objection. Al right. So at this
point can this wtness be excused?
MR COOPER |I'mgoing to try again in a

di fferent way, your Honor.
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JUDGE SEYER Onh, | see.
BY MR COOPER
Q Ms. Schl essman, you had nmentioned in
response | think to Ms. VanGerpen's question that
only the deferred tax expenses added to ADIT.

Correct? There's no gross-up in that piece?

A. That's correct, vyes.

Q And --

A. Yes.

Q -- likewi se when the deferred tax is paid,

only the deferred tax expense is renoved from ADIT.
Correct? There's no gross-up piece renoved at that
point intinme. Correct?

A That's correct as well, yes.

Q And is it true that the only tine there's
an opportunity to recover the gross-up is at the
point of initial ratenaking treatnent?

A Yes. That -- | would agree with that
st at enent .

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

JUDCGE SEYER:. Al right. Thank you. And
t hank you, Ms. Schl essman, for your testinony.

MS5. SCHLESSMAN:  Thank you.

JUDCGE SEYER: |Is there a need for a
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break? Ckay. |It's looking |ike the answer is no.
M. Cooper, ny understanding is those were your
W t nesses?

MR. COOPER  That is correct, your Honor.

JUDCGE SEYER Then -- Conm ssi oner
Col eman very pertinently is asking if the court
reporter needs a break.

COURT REPORTER:  No.

JUDGE SEYER: She's indicating no. All
right. Then, Ms. Aslin, call your wtness.

M5. ASLIN. Staff calls Keith Myjors.

(Wtness sworn.)

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

M5. ASLIN. Before we begin | would want
to mark our exhibits, since we've not prenarked
those, and I'I|l be referring to the direct testinony
of Keri Roth as Exhibit 200, the rebuttal testinony
of Amanda McMell en as Exhibit 201, and the Anended
Staff Recommendation as Exhibit 202.

DI RECT EXAM NATI ON
BY M5. ASLI N
Q M. Majors, could you pl ease state and

spell your nanme for the court reporter.
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A. Keith Majors, K-e-i-t-h, Ma-j-o0-r-s.
Q And how are you enpl oyed and i n what
capacity?
A | "' m enpl oyed by the M ssouri Public

Service Conmission as a utility regulatory audit unit
supervisor in the Kansas City office.

Q And you did not prepare any prefiled
testinony in this case. Correct?

A | did not. | am adopting the testinony of
Ms. Roth and Ms. McMellen in this case that was --
that was fil ed.

Q That was going to be ny next question
Have you al so reviewed the Anended Staff
Recomendation that was filed Decenber 9th of 20257

A Yes, | have. | have a copy of it.

Q And having reviewed both the direct and
rebuttal testinony of Staff and the Anended Staff
Recomendati on, do you have any changes or
corrections that you would nmake to any of those
docunent s?

A. No, | do not.

Q And is the information contained in those
docunents true and correct to the best of your
know edge and belief?

A. Yes, it is.
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M5. ASLIN. Wth that | would offer
Exhi bits 200, 201, and 202, and tender M. Majors for
Cross.

JUDGE SEYER: Al right. Are there any
obj ections to the adm ssion of those docunents? All
right. Then Exhibits 200, 201, and 202 are admtted
I nto evidence.

(Staff Exhibits 200, 201, and 202 were
admtted and nade a part of the record.)

JUDGE SEYER  And, M. Cooper,

Ms. Neineier, do you have any questions for the
W t ness?
MR. COOPER W do, your Honor.
CRCOSS- EXAM NATI ON

BY MR COOPER:

Q M. Majors, would you agree with ne that
Staff, in prior WGl RA cases or -- and before that
| SRS cases, applied the sane tax gross-up nethodol ogy
that's used by the Conpany and Staff in this case?

A Yes, that's ny understanding. |'m nuch
nore famliar wiwth the SRS, Infrastructure System
Repl acenment Surcharge, cases that are filed before
the Comm ssion, but that's ny general understandi ng,
that the incone tax gross-up nethodology is the sane

for both surcharge nechani sns.
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Q And is there any part of that nethodol ogy
that considers the actual revenues or deductions
reported on federal or state incone tax returns?

A No, they do not.

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

JUDGE SEYER: Al right. M. VanCerpen,
do you have questions?

M5. VANGERPEN: | do, your Honor. And
again, | would like to mark an exhibit. And this |
believe will be Exhibit 303 for the OPC.

CRCSS- EXAM NATI ON
BY MS. VANGERPEN:

Q So good afternoon, M. Mjors.
A Good afternoon.
Q | have a worksheet here that's been marked

as Exhibit 303 or -- yeah, 303 for the OPC that 1'd
like to wal k through with you. So, M. Mjors,
you' ve worked on general rate cases in your position
wth Staff. Correct?

A Yes, | have.

Q And you're generally famliar with how

Staff cal culates inconme tax expense in the revenue

requirenent. |Is that correct?
A Yes, | am
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Q So | ooking at this worksheet, you woul d
agree wwth ne that the first rowthat's | abeled A
it's entitled Rate Base. You see that?

A Yes, | do.

Q And you woul d see that there are then two
col ums, one | abel ed OPC and one | abel ed Staff,

sl ash, MAWC whi ch stands for M ssouri-Aneri can Water

Conmpany?
A. Yes.
Q And you see that the nunber for rate base

is $123,010,057 in both colums. Correct?
A. Yes, that's correct.
Q So then noving down in row B it's | abel ed

Post - Tax Rate of Return per Last Order. You see

t hat ?

A Yes, | do.

Q And that is 7 percent in both the OPC and
the Staff, slash, MAWC col um?

A Yes, that's correct.

Q And you woul d agree with nme that when we

refer to post-tax, that neans after taxes. Correct?
A Yes.
Q So | want to nove down the worksheet to
the next line, row C and this is Post-Tax Rate of

Return. And per this worksheet that is row A the
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rate base, tines B, the post-tax rate of return, of 7

per cent .

A. Yes.

Q Do you see that? And again, those -- that
nunber, $8, 610,703.99 is the same in both colums?

A. Yes, it is.

Q And so now noving down to item D which is

| abel ed I nterest Expense, that is rate base tines 2.3

percent ?
A Yes.
Q And again, the nunber is the sane in both

the OPC and the Staff, slash, M ssouri-Anmerican
colum. Correct?

A. Yes.

Q So now we npve to taxable incone in row E.
This is itemC, post-tax rate of return, mnus the
I nterest expense. And again, we have the sane nunber
for both OPC and Staff and M ssouri-Ameri can.
Correct?

A Yes, that's correct.

Q So noving farther down we cone to the
I nterest incone tax expense. And to cal cul ate that
per the worksheet it is the taxable incone tines the
conposite tax rate of 23.84 percent. Do you see

t hat ?
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A Yes.
Q And again, you would agree with ne that
is $1,378,303.09 in both colums. Correct?
A Yes, it is.
Q So now we cone to line -- or toitemG

which is | abeled I ncone Tax G-oss-Up M ssouri -
Anerican. And that should really be Staff, slash,
M ssouri-Anmerican only. And to calculate that for
the worksheet is itemE, the taxable incone,

times 7.46 percent. Do you see that?

A. Yes.

Q And so again, we have a difference between
the two colums here where there is a zero for the
O fice of the Public Counsel and $431,297.86 for
Staff, slash, Mssouri-Anmerican. Correct?

A Yes, that's correct.

Q So to speed things up now a little bit, we
come to net incone, and that is sinply E, itemE, the
taxabl e i ncone plus the incone tax expense plus the
I ncone tax gross-up and now we have differences
bet ween the OPC and Staff, slash, M ssouri-Anmerican
colum. Do you see that?

A Yes.

Q And then again we're going to -- we have

the interest expense which is the sane as itemD
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above which is the rate base tines 2.3 percent. And

so that is the sane in both colums. Do you see

t hat ?
A Yes, that's correct.
Q And so to cal cul ate the revenue

requi renment on capital, we would add the net incone

plus the interest expense to generate the revenue

requi renent on capital. Do you see that?

A. Yes, that's correct.

Q And there is a difference in the OPC
colum and the Staff, slash, M ssouri-Anerican
col um?

A Yes.

Q And so to determne the pre-tax rate of

return, we would divide the revenue requirenent on
capital by the rate base. And that is the final
colum or the final row, excuse ne, of the worksheet.

Do you see that there?

A Yes.

Q And you see that the OPC s is 8.12 percent
and Staff, slash, M ssouri-Anerican is 8.47 percent?

A. Yes, | see that.

Q And you would agree with ne that again,

t hough those two nunbers are different, we started

Wi th the sane post-tax rate of return in row B.
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Correct?

A. Yes.

Q And again, you would agree with nme that

the difference between the two columms result in row
G which is the incone tax gross-up?
A. Yes.

M5. VANGERPEN:. Thank you, M. Mjors.
Your Honor, | have no further questions, but | would
nove to admt Exhibit 303 into the record.

JUDCGE SEYER: Are there any objections?
Heari ng none, Exhibit 303 is admtted.

(OPC Exhibit 303 was admtted and nmade a
part of the record.)

JUDGE SEYER: Are there any questions
fromthe comm ssioners for this wtness?

COW SSI ONER KOLKMEYER:  Yes, Judge.
Comm ssi oner Kol kneyer here.

JUDGE SEYER  Go ahead, Conmi ssi oner.

COW SSI ONER KOLKMEYER:  Thank you,

Judge.
QUESTI ONS
BY COW SSI ONER KOLKMEYER:
Q Good afternoon, M. Mjors.
A Good afternoon.
Q | want to go back and tal k about the
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question that M. Cooper just asked. And basically
what's the way the Staff calculated this is the sane
way that they have in all other cases simlar to
this. Correct?

A Yes. The sane general principle in the
tax gross-up is the sane that we use in mpjor rate
cases and Staff's accounting schedul es.

Q So not hi ng has changed the way the Staff
cal cul ated this?

A. That's correct, nothing has changed.

COW SSI ONER KOLKMEYER:  Ckay. Thank you.
Thank you, Judge.

JUDCGE SEYER: Al right. Any other
conm ssi oner questions? Al right. M. Mjors, |'ve
got a couple of questions that are kind of general in
nature and don't -- don't refer you -- or don't
require you to refer to Ms. McMellen's testinony
or -- or that of Ms. Roth.

QUESTI ONS
BY JUDGE SEYER
Q During a rate case, does Staff calcul ate

the incone tax gross-up for plant additions?

A | -- not specifically for plant additions.
The inconme tax gross-up is calculated on the -- in
Schedule 11 in tax accounting schedules. It's really
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an automatic calculation, but it's based on the
statutory tax rates. But it's not specifically
calculated on the plant additions. It's really
cal cul ated on the net incone as calculated on a
go-forward basi s.

Q Ckay. And then a separate question, would
a utility be able to recover adequate revenues to
made whole -- be nmade whole in regard to its
Comm ssi on-aut horized rate or rate of return or
earni ngs on rate base w thout including the
addi tional incone tax gross-up dollars?

A No. They woul d not be nade whol e.

JUDCGE SEYER:. Al right. M. Cooper, do

you have any recross?

MR. COOPER | do not.

JUDGE SEYER: Ms. VanGer pen?

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

JUDGE SEYER: Al right. Any redirect?

M5. ASLIN. No redirect, thank you.
JUDGE SEYER: Al right. Thank you,

M. Majors. You are excused. And ny understandi ng,

Ms. Aslin, is you have no further w tnesses
testifying today?
M5. ASLIN. That is correct.
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JUDGE SEYER Al right. Okay.
Ms. VanCerpen, are you ready to call your first
W t ness?
MS. VANGERPEN. Yes, your Honor.
JUDGE SEYER All right.
M5. VANGERPEN. The OPC woul d cal |
M. John Riley to the stand.
(Wtness sworn.)
JOHN RI LEY
the w tness, having been first duly sworn,
testified as foll ows:
JUDGE SEYER  Go ahead.
M5. VANGERPEN: Thank you, your Honor.
DI RECT EXAM NATI ON
BY MS. VANGERPEN:

Q Good afternoon, M. Riley. Could you
pl ease state your nane and spell it for the record.
A John Riley, J-o0-h-n, Ri-Il-e-y.
Q By whom are you enpl oyed and i n what
capacity?
A | am enployed with the Ofice of Public

Counsel as a utility supervisor.
Q And are you the sane John Riley who caused
to be prepared direct and rebuttal testinony in this

case?
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A Yes, | am
Q Do you have any corrections or additions

to your witten testinony?

A | have one.
Q And what is that?
A It was in rebuttal, page 4, second |ine.

The line reads: This 23.84 percent is the corporate
tax rate. It should read: This 23.84 percent is the
conposite tax rate.

Q Thank you, M. Rley. And if | asked you
the sane questions that are in your witten testinony
t oday, would your answers be the sane with the
addition of that one correction in your rebuttal
testinony?

A Yes, it woul d.

M5. VANGERPEN:  Your Honor, | would offer
Exhi bits 300, John Riley's direct, and Exhi bit 301,
his rebuttal, for admttance and tender M. R ley for
Cross.

JUDGE SEYER: Al right. Are there any
obj ections to the adm ssion of those two docunents?
Exhi bits 300 and 301 are admtted.

(OPC Exhibits 300 and 301 were admtted
and made a part of the record.)

JUDCGE SEYER: Ms. Aslin, do you have
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Cross-exam nation?

M5. ASLIN.  No questions.

JUDGE SEYER: M. Cooper?

MR. COOPER  No questi ons.

JUDGE SEYER  Any questions fromthe
comm ssioners? All right. | hear none. | have no
questions nyself. Thank you, M. Riley.

Any further wtnesses? Al right. Now,
earlier, Ms. VanGerpen, you had an objection to
Exhibit 5 and indi cated because you had not seen it
prior to the hearing that you may have an objection
to that or may need sone tine to ook at that. Do
you need further tinme to take a | ook at that?

MS. VANGERPEN:. Yes, if we could, your
Honor .

JUDGE SEYER: Al right. If it is
acceptable to all the parties, if | do not receive an
obj ection fromyou by the end of the business day
tonorrow, I will admt that docunent.

M5. VANGERPEN: That's fi ne.

JUDGE SEYER: M. Cooper, do you --

MR COOPER Only that if there is an
objection, will you allowtine for a response?

JUDGE SEYER  Yes.

MR. COOPER  Thank you.
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JUDGE SEYER: Al right. In your
procedural schedule that you proposed and the
subsequent Order setting the procedural schedule, the
parties had in mnd expedited transcripts that woul d
be filed by next Tuesday, the 3rd. It is possible
that those transcripts will be filed earlier than
t hat because of the length of the hearing today, but
In any case |'massured that no | ater than Tuesday
that those will be filed in EFIS. And then again
referring to the procedural schedule, briefs are due
by February 10th, and the idea would be to have an
Order on the February 19th agenda. Does that sound
reasonabl e, correct?

MR. COOPER: Correct. | think we had a
reply brief though in there as well, don't we?

JUDGE SEYER  You do. Just a second.

What was the date on the reply briefs?

MR COOPER It was pretty quick. It
may have been noon on the day before. | don't have
the -- I"'msorry, Judge, | don't have the schedule in
front of ne.

JUDCGE SEYER: |'m | ooking at the
procedural schedule, and | -- and this nay be ny
m st ake, but | only have briefs due February 10th at

noon. | don't have a provision for reply briefs.
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MR. COOPER | apol ogi ze.
M5. VANGERPEN: | think that's correct
your Honor.
MR. COOPER | apol ogi ze, Judge.
JUDGE SEYER Al right. |Is there
anything further? Al right. [I'Il adjourn the
hearing. Let's go off the record.
(Wher eupon, the hearing was adjourned
at 2:56 p.m)
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CERTI FI CATE OF REPORTER
STATE OF M SSOURI )
COUNTY OF CALLAVAY )

I, Shelley L. Bartels, a Certified Court
Reporter, CCR No. 679, do hereby certify that | was
aut hori zed to and did stenographically report the
transcri pt of proceedings; and that the foregoing
transcript, pages 1 through 56, is a true record of
nmy stenographi c notes.

| FURTHER CERTIFY that | amnot a relative,
enpl oyee, or attorney, or counsel of any of the
parties, nor am| a relative or enployee of any of
the parties' attorney or counsel connected with the

action, nor am| financially interested in the

action.
DATED this 29th day of January, 2026.
Shelley L. Bartels, CCR 679
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