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REBUTTAL TESTIMONY
OF
DARONN A. WILLIAMS
MISSOURI-AMERICAN WATER COMPANY
CASE NO. WR-2022-0303
Q. Please state your name and business address.
A. My name is Daronn A. Williams. My business address is 200 Madison Street,
Jefferson City, Missouri 65101.
Q. By whom are you employed and in what capacity?
A I am employed by the Missouri Public Service Commission (“Commission”) as
an Associate Engineer with the Water, Sewer, & Steam Department. My credentials and a
listing of the case in which | have previously filed testimony before this Commission are

attached to this rebuttal testimony as Schedule DAW-r1.

EXECUTIVE SUMMARY

Q. What is the purpose of your rebuttal testimony?

A. The purpose of my rebuttal testimony is to address the direct testimony of
Missouri American Water Company (“MAWC”) witness Jeffrey T. Kaiser, regarding
MAWC’s proposed changes to Rule 23 (Extension of Company Mains) of its tariff. The

proposal to the main extension rule is discussed on pages 21 to 23 of Mr. Kaiser’s testimony.

MAIN EXTENSION RULE

Q. In summary, what does Rule 23 currently state regarding the funding of line

extensions?
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A. Section A.2 of Rule 23 states, in part, that MAWC will pay for the cost of all
main extensions where the cost of the extension does not exceed four times the applicant’s?
estimated average annual revenue. Applicants must commit to purchase water service for at
least one year, and guarantee to MAWC that they will take water service within 120 days after
MAWC accepts the main and determines it is ready for service.

If the estimated cost of the extension exceeds four times MAWC’s estimate of
the applicant’s average annual revenue, Section A.3. of Rule 23 states that the applicant and
MAWC shall fund the remaining cost (the total cost less four times the applicant’s estimated
average annual revenue) according to ratios based upon the project’s location. For projects in
the St. Louis Metro District, the proposed water main extension is funded at a ratio of 95:5, in
which the applicant funds 95% of the remaining cost, and MAWC funds 5%. Projects in all
other districts are funded at a ratio of 86:14, in which the applicant funds 86% of the remaining
cost, and MAWC funds 14%.

Q. What changes to Rule 23 does MAWC propose?

A. MAWC proposes to remove the 120-day time frame. MAWC further proposes
that there be no deadline for applicants taking water service, because it states that developers
have a difficult time completing the new service connections within this time frame. In
addition, MAWC proposes that the funding ratio for all districts be at a ratio of 65:35, in which
the applicant funds 65% of the remaining cost and MAWC funds 35%. MAWC states that this
ratio “more accurately reflect[s] refunds for the build out of the developments reviewed.”?

Q. What is Staff’s opinion of MAWC’s proposal?

! Applicants are typically land developers building residential subdivisions.
2 Direct Testimony of Jeffrey T. Kaiser, WR-2022-0303, P. 22:14-17.

Page 2



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Rebuttal Testimony of
Daronn A. Williams

A. Staff does not object to removing the 120-day time frame and does not object to
the general effort of simplifying the refund program by using the same refund ratios for all
districts, but does object to the 65:35 ratio.

Q. Why does Staff object to the 65:35 ratio?

A Staff objects to MAWC funding 35% of the remaining cost because this amount
is based on the maximum hypothetical refund for main extensions for all subdivisions from
2018 through 2022. It is based on the assumption that all of the lots in each subdivision will be
built out, that MAWC paid four times the average revenue for each lot, and that the new
developer will take water service at its premises within 120 days after the date MAWC accepts
the main. According to the data provided in MAWC’s response to Staff Data Request (“DR”)
No. 0264, not all planned lots are developed and connected to the MAWC system, and, per
Mr. Kaiser’s testimony (lines 9 and 10 on page 22), not all homes take water service at their
premises within the 120-day time frame. Between 2018 and 2022 there were 2,371 lots planned
to be developed, but only 1,653 lots were actually developed. This is roughly 70% of lots
actually being developed for single-family residences. Staff was not provided data related to
how often the homes take water service within the 120-day time frame.

Mr. Kaiser included Schedule JTK-1 in his direct testimony to show how
MAWC calculated its proposed 65:35 ratio. In its response to DR No. 0264, MAWC states a
particular project was inadvertently counted twice in this schedule. MAWC corrected the
schedule in its response to this DR in a “2022 grc - mopsc 0264 attachment 2” document. |
have prepared Schedule DAW-r2, which shows MAWC’s updated Schedule JTK-1 with some
column headings updated for clarity. This schedule additionally shows (1) the number of lots

that were actually developed by 2022 per district, (2) MAWC’s actual cost for the main
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extensions per district, and (3) the corresponding percentage paid for residential main
extensions from 2018 through 2022. This information was gathered from MAWC’s response
to DR 0264.

Two columns in this schedule shows the median (the middle number in a given sequence
of numbers) of what MAWC calls “MAWC percentage of total cost” (which is the maximum
hypothetical percentage values) and the actual percentage MAWC spent. The values in the
column named “MAWC Percentage of Total Cost Using 4*Revenue” is derived by dividing the
corresponding value in the “Total MAWC Contribution Using 4*Revenue” column by the
corresponding value in the “Total Cost of the Developer Project” column. Values in the column
named “MAWC Percentage of Total Cost Using 4*Revenue” are the corresponding percentages
MAWC would refund if (1) all of the lots in each subdivision will be built out, (2) MAWC paid
four times the average revenue for each lot, and (3) the new developer will take water service
within the 120-day time frame.

The median, as calculated utilizing data in Schedule JTK-1, for MAWC’s maximum
hypothetical values is 34.91%. Staff believes this is where MAWC’s proposed 35% comes
from. However, the median of what MAWC actually spent is 14.30%. The median of these
two values is 24.60%, which is the middle number between MAWC’s proposed refund rate and
its current refund rate for all districts. As a result, Staff recommends MAWC use of a refund
rate of 25% for all districts.

In summary, Staff objects to the use of the 35% refund because it is based on the
maximum hypothetical amount MAWC could refund and not actual amounts it has refunded.
Staff would prefer to rely on historical data rather than hypothetical data.

Q. Does Staff have an alternate proposal?
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A Yes. Staff proposes a 25% refund rate instead of MAWC’s proposed
35% refund rate.

Q. Why does Staff propose a 25% refund rate?

A Staff proposes a 25% refund rate as this is based on the median as calculated
using actual data and MAWC’s hypotheticals, while MAWC is requesting a rate based solely
on hypotheticals. Staff does not object to MAWC’s efforts to simplify the refund process while
remaining competitive and incentivizing residential developments in its service areas.
However, Staff would prefer a conservative approach in this matter while being conscientious
of this impact on MAWC customers. Any refund MAWC distributes to developers will become
a part of rate base and, thus, MAWC would have the ability to earn a return on this investment;
this return would be passed along to the ratepayers.

Q. What is Staff’s recommendation?

A. Staff recommends the Commission allow MAWC to change Rule 23 (tariff
Sheet Nos. R48-51 and R55) to allow a Company refund rate of 25% for all districts in Missouri
and remove the 120-day time frame.

Q. Does this conclude your rebuttal testimony?

A. Yes it does.
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STATE OF MISSOURI )
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COUNTY OF COLE

COMES NOW DARONN A. WILLIAMS and on his oath declares that he is of sound mind
and lawful age; that he contributed to the foregoing Rebuttal Testimony of Daronn A. Williams;,

and that the same is true and correct according to his best knowledge and belief.

Further the Affiant sayeth not.

. WAL,

ARONN A. WILLIAMS
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Subscribed and sworn before me, a duly constituted and authorized Notary Public, in and for
the County of Cole, State of Missouri, at my office in Jefferson City, on this O day
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My Commission Expires: April 04,%025 Notary Publid/
Commission Number: 12412070 :




Daronn A. Williams

As an Associate Engineer with the Water, Sewer and Steam Department of the Commission Staff,
my core duties revolve around being the lead engineer for a variety of cases such as Application
for Certificate, Merger, Sale, Transfer, Rate Case, Territorial Agreement, and more filed with the
Commission from water and sewer utilities. I also hold a Drinking Water Distribution Level — 1,

Drinking Water Treatment Level — D, and Wastewater Treatment Level — D Operations
Certification.

Educational Background and Work Experience

| hold a Bachelor of Science Degree in Environmental Engineering from Missouri University of
Science & Technology. Prior to starting at the Commission, in December 2018, | worked as an
Environmental Engineer at the Missouri Department of Natural Resources (DNR) for the Air
Pollution Control Program, from January 2009 to November 2018.

Previous Testimony Before the Public Service Commission

Case Number Company Type of Filing Issue
SA-2021-0017 Missouri American Surrebuttal & Live General Info
Water Company, Inc. Testimony & Misc.

Schedule DAW-r1
Pagelof 1



Total MAWC
L e MAWC % Total #
Total Cost of Total # of 4* Annual Contribution ? Actual Actual
_ ) of Total of Lots . MAWC
District Developer Lots Revenue for Using . . Refund Paid
Project Planned Each District 4* Annual Cost Using | Built by by MAWC Percent
) 4*Revenue | 2022 Refunded
Revenue
St Joseph $485,890.57 77 $1,709.88 $131,660.76 27.10% 34 $74,187.74 15.27%
Parkville $2,620,142.54 501 $1,709.88 $856,649.88 32.69% 246 $360,503.20 13.76%
Joplin $1,145,825.52 341 $1,636.56 $558,066.96 48.70% 233 $226,417.70 19.76%
Warrensburg $521,452.00 91 $1,636.56 $148,926.96 28.56% 28 $76,092.53 14.59%
Jefferson City $84,376.66 9 $2,283.16 $20,548.44 24.35% 3 $11,812.73 14.00%
Mexico $111,255.73 25 $2,283.16 $57,079.00 51.30% 17 $46,915.05 42.17%
St Charles $859,751.88 147 $2,283.16 $335,624.52 39.04% 139 $42,813.35 4.98%
Total Non STL $5,828,694.90 1191 $2,108,556.52 36.18% 700 $838,742.30 14.39%
St Louis $5,876,535.48 1180 $1,848.88 $2,181,678.40 37.13% 953 $297,022.25 5.05%
Percentages of All Non STL and STL regions Medians 34.91% 14.30%
Percentages of 4*Annual Revenue and Actual Amount Paid Medians 24.60%

Schedule DAW-r2
Case No. WR-2022-0303
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