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BE IT REMEMBERED, at a hearing of the Public

Service Commission, held at the time and place mentioned in

the title page hereof, the following proceedings were had:

(Written Entries of Appearance Filed.)

EXAMIENR DAVIS: Case No. 17,954, in the

matter of the application of Four Seasons Lake Sites Water

& Sewer Company for a certificate of public convenience

and necessity to construct, operate and maintain an

intrastate water system.

If you have not made your written entries

of appearance, please do so, and at this time you may

make your oral entry of appearance for the benefit of

the record.

MR. TAYLOR: Utz, Litvak, Thackery, Utz &

Taylor, by Errol D. Taylor, 1208 Corby Building,

St. Joseph, Missouri, 64501, appearing on behalf of the

Applicant, Four Seasons Lake Sites Water & Sewer Company.

MR. PHILLIPS: Paul W. Phillips, Assistant

General Counsel, appearing in behalf of the Staff of the

Commission and the public of the State.

EXAMINER DAVIS: Are there any opening

statcmentc or preliminary matters?

MR. TAYLOR: Your Honor, at this point,

I would like to amend certain portions of the application

by interlineation which deals with the aescription of

3
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the proposed certificated area which is found in page 2

of the application and also on page 2 of the engineering

report. feasibility study, filed with the application.

And I would move to--

EXAMINER DAVIS: Depending on what it is,

I think, I am going to require it to be in writing.

MR. TAYLOR: Okay. I would move that the

application be amended, so that with reference to the

sections, it would ~~adr "sections 16, 17, 20, 21, 27,

28 and 29."

EXAMINER DAVIS: In other words, add one

more section.

MR. TAYLOR: Add one more section, Section

29. And, then, the other amendment would be the first

line of the inserted portion, beginning with

lots 1 through 223, inclusive. So that it would read, this

line would read, "Lot's 1 through 223 inclusive, lot·s

259 through 468 inclusive, except lot's 365, 366 and 367."

Now, I'm making my motion to amend for

the reason that after we looked at these plat maps

a little closer, there's about a 50-foot strip of section

29 that comes up at on~ point, so '~e would have to put that

in, and then these three lots are not included in the area

that we want to ask for certification at this point.

EXAMINER DAVIS~ Is there any objection

to that amendment?

4
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witness.

DIRECT EXM~INATION BY MR. TAYLOR:

called as a witnessM c CAB E,J.

in behalf of the APPLICANT, being duly

sworn, testified as follows:

~ Would you state your name, sir?

~ Joseph J. McCabe.

~ What is your home address?

A. 11540 Bellfountain Road.

~ What is your business address?

A. 21? North King's Highway.

EXAMINER DAVIS: You better give the city.

EXAMINER DAVIS: You may call your first

J 0 S E P H

MR. TAYLOR: I call Mr. Joe MCCabe. Joe,

would you take the witness chair right up there?

APPLICANT'S EVIDENCE

MR. PHILLIPS: NO, Your Honor.

EXAMINER DAVIS: Very well. That

amendment will be allowed. Is there anything else?

MR. TAYLOR: That's all, Your Honor.

EXAMINER DAVIS: All those persons knowing

themselves to be witnesses, please stand and raise

your right hand to be sworn.

(Witnesses sworn.)
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WITNESS McCABE: St. Louis.

MR. ThYLOR: St. Louis, Missouri.

WITNESS McCABE: 6310B.

BY ~1R. TAYLOR:

o What is your business or occupation, Mr.

M~Cabe?

A. I I m the treasurer of the Chase Hotel, Inc.

~ Are you also an officer of the Four Seasons

Lake Sites Water & Sewer Company?

A. Yes, sir.

~ What is your official capacity with the

Applicant company?

A. Treasurer.

~ As treasurer of this company, basically,

what are, just generally, your duties and responsibilities?

A. I'm respons ible for finance and the

accounting records.

~ So in the vernacular we would consider

you the money man as far as the financial situations

concerning this company.

A. Yes, sir.

~ How long have you been associated with

Four Seasons Lake Sites Water Company?

~ Since its inception.
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~ When was this company formed?

A. '73.

EXAMINER DAVIS: Is this a cor.poration?

MR. TAYLOR~ Yes.

BY MR. rr'l\YLOR:

Q. This is a corporation, is i.t not?

II. Yes.

Mn. TAYLOR: Your Honor, I would ask that

the COIt'u"nission L'\ke note of the Exhibit A that was

attached ~nd filed with the application which is a copy of

the Articles of Incorporation of Four Seasons Lake

Site Water & Sewer Company and also an amendment to

those articles as well a~ a copy of incornoration.

EXAl'lINER DAVIS: Very well.

BY MR. TAYLOR:

~ Mr. MCCabe, you have with you here today

the original Certificate of Incornoration and the

amendment to the Articles of Incorporation,. is that

correct?

A. Yes r sir.

Q. And these are the offici'll cl0cUMents of

the corporation no maintainerl in the records of the

corporation?

Jl" Yes. sir.

Q. Now r 1."ou1" you compare toe off icial certifica e

7
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of incorporation issued by the Secretary of State with

the copy as attached to the application, and state whether

or not the one attached to the appii~ation is a true and

correct copy?

A. Yes, sir.

~ Now, then, would you tell us who the

principal officers of the Four Se~sons Lake Site Water

& Sewer Company are?

~ The president is Harold Koplar, K-o-p-l-a-r,

(spelling) vice president Robert B. Koplar, treasurer

myself, Joseph J. McCabe.

~ Is there a secretary?

A Secretary-treasurer.

~ You are secretary?

~ My position, yes.

~ Now, then, Mr. McCabe, is the Applicant

corporation in good standing at this present time with

the State of Missouri insofar as its corporate status?

A. Yes.

MR. TAYLOR: ~vould you mark this as

Exhibit 1 please?

EXAMINER DAVIS: Be marked Exhibit No. 1

for identification.

(AT THIS TIME APPLICANT'S EXHIBIT NO.1 WAS

MARKED BY THE REPORTER FOR THE PURPOS.L: OF IDENTIFICATION.)
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BY' MR. TAYLOR:

~ Mr. MCCabe, I will hand you what has been

marked for identification as Applicant's Exhibit No.1,

and will you identify that document please and tell us

what it is?

A. It's the recorded balance sheet of Four

Seasons Lake Sites Water & Sewer Company as of October 31,

1973.

~ Was this exhibit prepared by you?

JI. Yes, sir.

~ Are the figures as shown on this particular

exhibit taken from the books and records of the Applicant

corporation?

JI, Yes, sir.

~ The exhibit speaks for itsolf, I realize,

but it points out that the corporation pr.esently has

$237,441 in assets; is that correct.?

1\. Yes, sir.

~ What is the present proprietary capital

issued in this corporation?

1\, $.lljO,OOO.

Q. 'l'h i ~.1 !'IOl!(~Y hd:; h(~en pa id into the corpora tiol1

in stock issue; is that correct?

A. Yes, sir.

0. Who owns the stock of Fou.J.: Seasons Lake

Sites?
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A. It' ~ a hundred !,ercent owned by Chase

Hotel, Inc.

~ ~ hundred percent by Chase Hotel, Inc.

Is that right?

A. Yes.

~ And, then, the debt is reflected on there,

long term capit~l debt. Ml0 is that deht owed to?

~ Part of it to Chnse notel, Inc. The

balance is to Four S~asons L~kA Sites for the purchase

of land.

HR. TJ\YLOn.~ I offer Apolicant's Exhibit No.

EXArUNr::R DAVIS: Is there any obj E':ction?

MR. PRILL!PS~ I would ask that you

defer ruling on that until after cross-examination.

EXAMINER DAVIS: I'll defer ruling until

after cross-examination.

BY MR. Tl\YL)R:

(). Mr. "~cCabe, in your capacity as treasurer

of the Applicant corporation here and your familiarity

\vith the books and records and the financial transactions

of this corporation, do you have an opinion as to the

financial condition or the financial soundness of the

A~plicant corporation?

A. I would say it i~ a sound corporation.

MR. TAYLOR~ Thank you. That's all I have

of Mr. M,cCabe.
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CROSS-EXAMINATION BY HR. PHILLIPS:

(). Mr. McCabe, how long have you been treasurer

of the ~pplicant?

A. Of the Applicant, since its inception,

August 10, lc)71.

(1 And you own no stock in the Applicant.

A. No, sir.

EXAlllINER DAVIS: When you first answered

th"t question! I thought you said '73.

WITNESS McCABE: I did. I thouqht it

was incorporated in '73, but after looking at the paper,

sir, I found it was '71.

BY MR. PHILLIPS:

~ Did you prepare Exhibit No.1?

A. Yes, sir.

~ Okay. What is the par value of the stock

that nppears on Exhibit No.1?

1\. A.s I recall, it was o. hundred--No, one

dollar.

~ How many shares have heen issued?

A. 151),000.

So, that' 5 'whero

A. Yes.

o Is Chase Hotel, Inc., is that the Chase

Park Plaza?

11
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A. Yes, sir. Doing business as Chase Hotel,

Inc.

MP.• PHILLIPS: That's all r have.

r have no objections to Exhihit No.1.

EXAMINER DAVIS: Very well. Applicant's

Exhibit No. 1 is received in evidence.

(AT THIS TIME APPLICANT' S EXHIBIT NO. 1 \~AS

RECEIVED I~ EVIDENCE J\!ln MJ!.DF: A PART Of' ~HIS 'Q.ECORn.)

EXAMINER DAVIS: You i u.s t said (tJlot}~c'r'"

statement that I don't understand. Is it Chase Hotel,

Inc_ doing business as Chase Park Plazn, or is it Chase

Park Plaza doing business as Chase Rotel, Inc.?

HITNESS f4cCABE: No, sir. It's Chaso

Park Plaza is the trade name.

~m. TAYLOR: ~~r. McCabe, the Chase BotAl,

Inc. wholly Owns the Applicant corporation. Chase Patel,

Inc. also wholly owns the Lodge of the Pour Seasons which ~s

located within our proposed certificated area; is that

correct?

WITNESS ?'cCABE: That's correct.

MR. TAYLOR: Thank you. That's all.

EXAMINER DAVIS: The witness may he GxcuSed.

(Witness excused.)

MR. TAYLOR: I ca 11 Mr. c1':':.L French.

12



for idontification.

the Applicant company herein'?

Leisure ~ompanYl a Texas corporation.

called as a witnessF R ENe PI

in be-hal f of the APPLICr-..N'1' I heinq dUly

~worn. testified as fOllows:

1.1

~ James N. French.

~ Would you state your name, sir?

MR. TAYLOR: Could yOu mark this as

A. ! am eMpl.oyed by Southern Living and

~ By whom are you employed at this tim~?

Po, T,,1imberley, Texas, 7?,F,7n_

a What is your business address?

A. Post office Box 561, ~'1imherl~r Texas, 7R676.

Q. Hhat is your home address ,r·lr. French?

EXMlINER DAVIS: Be markGd F.xhibi t Uo. :?

(AT THIS TIME APPLICANT I S RXHIBIT NO. 2 t-vAS

Q. Hhat is your professionl !'~r. French?

~ T am a registered, professional enginepr

O· Prior to beinq employed by Southern Li'-rinq

Applicant's Exhibit No. 2 for identification?

MARKED BY THE REPORTER FOR THE PURPOSE 0P IDF.NTIFICATION.)

JAM E S

DIRECT EXAMINATION BY MR. TAYLOR:

in a number of states including Missouri.

and Leisure in the Stab"! of Taxa!;, were 'lou ~m-ploye<i hy

! _~~lo' '~ . ')""'",'~-~. ~... ""~""" ,
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ii. Yes, I was.

~ And, also, were you employed by some other

companies in the area of the certificated application?

A Prior to being employed by the Applicant

company, I was employed by L. Robert Kimball Consulting

Engineers which did som~ of the preliminary work on this

project.

Q. Now, then, just for clarification, the

Applicant company is the watE'r company. NOT.1, you ~.)'er~

employen by a developer, a land development company, in

Lake Ozar.k, Missouri; is that correct?

A. Tha t '5 correct.

O. Wha t is the name 0 f tha t cOMpany?

~ Four Seasons Lake Sites l Inc.

~ How long were you employed by Four Seasons

Lake Sites, Inc.?

1\. From July of 1970 till Octo()er of 1973.

~ In that employment! what was your position?

1\. I vTaS responsible for the in-house engineer in;

department, master planninq and in-house construction.

~ Now, in that canacity, and responsible

far the planning and in·-honse construction, what were you

planning and what were you constructing?

k We were planning and constructing a resort

recreational community located on Horse~:~.loe Bend in Camden

14
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County, Lake of the Ozarks.

~ How much land are you talking about in this

total recreational resort community?

A. In the total community we're talking about

approximately 3,500 acres on Horseshoe Bend.

~ Who presently owns that 3,500 acres?

A. Four Seasons Lake Sites, Inc.

~ This is a privately planned development

or resort development; is that correct?

~ That's correct.

~ Could you just generally describe the

nature of the development as it exists today, the physical

characteristics. What has been put in there so far?

A Okay. There are approximately 2,600

individual lots of record in various stages of development,

with the road right-of-ways cleared, an 19 hole champion

ship golf course has been completed through seeding and

should be playable in the spring. There is a swimming

pool, tennis court that has been constructed, picnic and

common areas and ancillary facilities like that.

~ Now, then, Mr. French, for reference, as

to the location of this area On Horseshoe Rend, is the

Lodge of the Four Seasons located within this total

recreational area you're talking about?

A. Yes, it is.

15
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~ The Lodge of the Four Seasons is also

owned by, as testified by Mr. McCabe, the Chase Hotel,

Inc. Is that correct?

A. I believe that t s right.

~ Do you know who owns the Four Seasons

Lake Sites, Inc.?

A. The same corporate family. In terms of the

exact corporate name I'm not sure I could tell you.

~ But it would still be affiliated or

associated--

A Right, an associated company.

~ Now, then, you stated in your capacity as

project manager of Four Seasons Lake Sites yo~ were also

employed by the Applicant company which is Four Seasons

Lake Sites Water ~ Sewer Company.

~ That is correct.

Q Could you tell us what work you performed

on behalf of the water and sewer company?

k We did the--prepared this engineering report

and economic analysis for the water company. We prepared

the detailed plans and specifications for the construction

of the source of supply, the well, the storage facilities,

the distribution lines and submitted those to the health

department to obtain approval. We supervised construction

of the system.

16
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0. Now, then, Mr. French, I hand you what

has been marked for identification as Applicant's Exhibit

No.2, which is entitled, uENGINEERING REPORT T'1ATER SUPPLY

~~D OISTRIBUTIOM SYSTEM LAND OF THE FIFTH SEASOn, LAKE

0'1=<' THE OZARKS CArmEN COUNTY, MISSOHRI." I'll ask you

if this engineerin(l report 'oITas prepared hy you?

h. Yes.

~ Now, then, this engineerinq report is also

a feasibility study as to the feasibility of a water

company; is that not correct?

A. Tha t 's correct.

~ And this report ha~ been filed with the

application; isn't that correct?

A. Yes.

(1 Now, then, r-~r. French f could yon tf>ll us f

b,:u;ically, and I knml it's contained in your Exhibit: "Jo.

2 ~q marked for identification, but could you tell t~~

Commission generally what facilities have h.een purchased

and put into place at the present time with reference

to the Applicant company as it relates to water service?

~ Okay. The suoply well has heen drille~

~nd cased and pressure qrotlted. The pump, capable

of pumping approximately 240 gallons a minute, a total

dynamic head of 105 feet has been inAtalled. An 85,000

gallon standpipe reservoir has been ins L:.lled, anrl the

17
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the main transmission line from the supply reservoir to

the Lodge of the Four Seasons has been install~d, and

distribution lines are substantially complete to approxi

mately 70n lots in the proposed certificated area.

~ Now, then, Mr. French. with reference to

the proposed certificated area, I would lil'..e to direct

your attention to Exhibi t lA and Exhibi. t IB, \'\Thich is

attached to the engineering report and which has been

marked for identificCltion as Applicant's rxhihit 1. I'll

ask you with reference to those maps as contained in the

engineering report, do they accurately reflect the pronosed

areas of wntar certification, the subject of this hearing?

~ Yes, they do.

~ Now, then, looking first at the map that

has been marked, attached to the exhibit, and marked

l~, could you exPlain that particular map for the

Commission please?

A. Yes, sir. That map is ~ composite of the

record plats that are involved in the proposed certificated

area, and the lots included in the area that we are asking

for certification are defined by being enclosed in tho

red colored line.

Q. NOf.IT, then, the propose0 area for certificatio

inclUdes a certain number of lots in a certain defin~d,

platted area; is that correct?

18
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~ That is correct.

~ And we are not asking for the entire area

as presently platted and 'recorded in Camden County at

this point; is that correct?

A That is correct.

~ Now, what are the specific platted areas

that are included in this current application?

~ We are involved with parts of Kays Point

No.1, Kays Point No.2 and Kays Point No.7.

MR. TAYLOR: May I have these marked?

EXAMINER DAVIS: Be marked Exhibit Nos.

3, 4 and 5 for identification.

(AT THIS TIME APPLICANT'S EXHIBIT NOS. 3-5 WE~j

MARKED BY THE REPOTER FOR THE PURPOSE OF IDENTIFICATION.)

BY MR. TAYLOR:

~ Now, Mr. ~rench, I would like to hand you

what has been marked for identification Applicant's Exhibit

No.3, and I'll ask you if that is not a set of plat maps

concerning Kays Point No. 1 as platted in the development

area?

~ Yes, sir. It is.

n That set of maps is a larger, pictorial

representation of a portion of the Exhibit IB attached

to your engineering report; is that correct?

A. They are and they are t::~ copies of the
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official recorded plat map that's recorded in th~

Camden County Courthou~e.

Q. I'll hand you what's been marked for

identification APPlicant's Exhibit No.4, and I'll ask

you if that is not a copy of the plat maps of Kays Point

No.2?

A. Yes.

Q, And is tha t inc1uded in the area proposed

to be certificated here today?

A. y~s, sir.

~. And it's also reflected on your smaller

map, overall map, as shown in the engineering report;

right?

11. Yes.

Q. I I 11 hand you what! S been marked for

identification as ApPlicant's Exhibit no. 5, and ask

you if that's not a copy of the plat maps of ~ays Point

No. 71

~ That's correct.

~ And, also, Kavs Point No. 7 is included ~n

the area wc{re proposing for certification here today.

~ That's correct.

0.. Now, then, prior to marking these exhibits

for identification, did you go through these eXhibits .:lnd

outline in red or delete certain lots that are not includeo

in the application hr-:!re today? -------------
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MR. TAYLOR: Your Honor, I would offer

EXhibits 3, 4 and 5 at this point.

EXAHINER D1\VIS: no you 'vant to wait

until after cross-examination?

MR. PHILLIPS: No.

EXAMINER DAVIS: Applicant~s Exhibits 3,

4 and 5 are received in evidence.

(AT THIS TIMT: APPLICANT" S EXHIBIT NOS. 3-5

NERE RECEIVED IN EVIDENCE AND ~1An:r. A PART OF' THIS RECORD.)

BY MR. TAYLOR:

~ NOw, then, with reference to the area

proposed for certification here today, Mr. French, and

~s ~hown legally described in our application, how many

lots are we talking about?

A. Approximately, 700 lots.

~ And these 700 lots, what is their stage

of devE!lopm~mt with reference to the entire subdivision?

1\. They have the road right-of-ways cleared,

graded, stone or gravel surfacea, and thG lots generally

are cleared of brush. They're surveyed and staked.

Q, Then, with reference to thc~ wator companv' s,

the Applicant company's property, it is already in jJ1Cl.ce

in this area; is that correct?

A. That's correct. It.' S-~The distribution

syAtem in there is sUbstantially comnlA~~d at this point.
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~ Now, then, for clarification can you

tell the Commission why we are only asking to certificate

this particular point at this time as opposed to the

entire area of the development?

11. Okay .. We, as people in our industry are

required to do, have a federal property report which is

filed with the office of Inter-state Land Sales Registra

cion and the Department of Housing and Urban Develonment.

A copy of that property report is supPlied to each of

our customers or prospective customers, and in that it

outlines, among other things, the times at which utilities

will be available to that customer. f~e h;Jve a time

schedule in that report for the conmletion, among the

other utilities, the water utility. So, that we have

an obligation by a certain date as far as our relationship

with our customer and the rederi'il government is concerned as

to the date that those utilities will be available. It's

our intention to provide those services ann certificate

i'lr'~as ~n aCcordance with that schedule of dovelopment.

~ So, then, it'q the company's intention

to, if we receive initiC\l ce,·~.:jfication, then i'l.1""len('1,

in ~tages consistent wi~h the time tahle of construction

as yeu initially master planned it and filed it with HUD?

A. That' s corroct.

(\ NO."l, then, you have testi.i:~ei.l that th~
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physical properties are presently in place in the area

we're proposing to certificate at this time. That also

includes the transmission line down to the Lodge of the

Four Seasons; is that correct?

A That's correct.

~ Now, then, in our application we have asked

for the right-af-way of Route HH and a ten-foot strip on

the north side of Route HH extending in an easterly dir-

ection as shown on the second map down to the Lodge of

the Four Seasons; is that correct?

1\. Tha t • s correct.

O. Now, then, have you determined what the

actual dist~nce is in feet from the most southern, south-

eastern point, of the subdivision or plotted area that we're

asking certification for, in an e~sterlv direction UP

Routo HH to the point where it ends at the Four Seasons

Lodge?

~ Yes, I have.

~ Now, then, I would ask ypu to i~entify the

point, and I would ask you to refpr to the map attache~

to your report and marked 113, and identifv a point in

the southeast corner of the plotted area for reference

and then give us the distance easterly to the Lodge?

A. Prom the sonth0i'\9terly point of the platted

lots to the Lodge of the Pour Seasons would be apnroxirnately

6,600 feet.
23
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~ 6,600 feet. This goes through two

sections there in Camden County, Section 28 and 27,

isn't that correct?

~ That's correct.

0. Now, if you WOuld refer to the eastern secti

line of 28, which ,,,ould also be the west0rn ~3ection line

of 27,--

A. tJh-huh.

~ --do you have that broken down in your

distance alonq Route !if! from i:he southeastern point to

that section line?

A From the southeastern point to the eftRterlv

line of Section 28 would be approximately 3,930 feet,

and then from the easterly line of Section 28 to the

t0rminus in front of the Lodge is approximately 2,780

feet.

Q. l\nd those two combined comes up to roughly

~,ooo feet~ is that correct?

A 66-6,700 feet, Y0S.

(1. No~", then, wi tIl reforence to this strip

along Route nH, the right "of-way of "ROUt0 HR, an" thC"

north ten-foot ~;;trip, would you cxn.lain to the Comm.iHsion

\"hy "Je helVe asked for tho. t particular area, the reason

for that strip to--

A. Nith reference to t:he strip, the ten-foot
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strip, adj·oining the right-of-way on the north. l~e

have an area that we will need to serv~ at sometime

in the future. The development plans are not complete

as to the nature or the use or the extent of it, but

in order to go down the north side of the pavement of

Rout~ HH, we have to avoid a buried telephone cable

which is in the right-af-way, close to the right-of-way

line, the northern right-of-way line of HH. From a

construction standpoint it would b~ difficulty to locate

the transmission line, the \'later transmission line,

wi thin the right-of-way of Ronte HIT. So, we \07i1l

provide a ten-foot easement immediately adjacent to

the north right-of-way line of HR.

~ NOW, that property that is located to the north

if I understand correctly is not presently plotted.

~ That's correct.

~ It1s undeveloped and unplatted land. But

who owns that land right now?

A. Tha t is owned by Four Seasons Lake 8ites ,

Inc.

Q. Alonq the entire area of the ten-foot

strip which we're talking about.

~ That's correct.

Q. Now, then, the company has a main in

the right-af-way of 8H at this time, docs it not?
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A. That 1 s correct. That's on the south

side of the pavement of HH adjacent to the southerly

right-of-way of HH.

~ That main extends on down to the Lodge

of the Four Seasons.

L That iR correct.

U Would it be feasible to serve people on

the north from the main on the south side of HH?

A Not with service connections, because of

the requirement for crossing under a state highway and

the difficulty of closing a state highway to make open

cut connections and that for just a service line.

~ so, then, future service, if there 1s

going to be any, to the propery On the north would be

taken from a parallel main on the north side of that

highway.

~ That's correct. We would also use that

main as a--for a safety factor for large supply customers,

like the Lodge on the south side.

~ Now, then, Mr. French, the application here

as you stated, referred primarily at this time to 700

lots. Now, you have done a feasibility study which is

part of your engineering report; is that correct?

A That's correct.

~ Now, what is the size of the lots in the

~---------------26
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development that you1ve used. you know, the total

number that you used in your study as presented to

this Commission?

A I have projected it out to the sixth yoar

of the life of the water company, and at that stage

we ",ould have approximatelv 1,450 parcels that w()l1ld have

been sold and service provided for.

~ So, your study with reference to your total

plans ,),s fa r i.\S scrvinq dm."n tht're, as onposed to

27

~ That's Correct.

bringinq (JuL .1 slnguL'lt" a!:,plication to those initial

700 lots--

Q. And you're talktnt] Ahout the total feasibilitll

of the entire company once the whole shooting mess is

put together~ is th~t right?

A. That I s correct. Actually I to take this

through complete construction of the system as we anticipate

it now would run out around nine or ten years with a total

of 5,100 lots. I have carrip.d it ont through five

years so that \'1e get a reasonable picture of tvhat' s

going to hap?en a few yearR down the road.

O. Now, then, what is your anticipation or

your opinion, based on your experience and study as to what

the potential gro~.,th of not only lot sales but actual

housing development in this particular area?
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developments that have been done on Horseshoe Bend in

each year?

A. Yes.

Q. tfum:t~ did you come up with that two

percent figure? Un,,-, d.id you arrive at that?

A. Well, there's a number of vari~bles

which probably defy accurate 9rediction of this, but my

approach was this: I took the last three subdivision

A My best estimate of the rate of development

ag concerns the buildinq of houses would be two percent

of the number of properties that an~ serviced with

utilities would be built on each year.

o Serviced with utilities would be huilt

the immediate area, and got the date of the record olat

and the date that electrical services were made available,

and counted the number of houses that had been built ~lith

the number of years of availability of utilities and

the number of houses. I found on a small scale that

the rute of building was about five percent a year.

However, there's--You have to analyze that in terms of-

We're actually comparing apples and oranges. The

actual experience is based on a vary small development

and in a lower price range than our development is

concerned. So, in my judgment in trying to be a little

conservatove about this, my jUdgment is chat t~e rate of

growth will be about two percent.
------------ ........1
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~ Now, then, your feasibility presentation

as to the feasibility or the economic ability of this

particular company is based on that two p~rcent qrowth

which you feel is a conservative figure.

~ That is true.

~ Now, then, Exhibit No. ? which was prepared

by your in your engineering study, you have set out your

basic design, source of supply distribution system, et

cetera, have you not?

~ That's correct.

~ And do you have any particular changes

as that document is prepared? Is tlwre anything you

~'lOuld likp- to change Or cl.::.rify ~.qi.th reference to the

actual system?

A. Your talking about the source of supply,

the distribution system and that. No, I think, that's

substantially complete.

D And it pretty well speaks for itself as

it is set out in there.

1\. Yes.

C Now, then, I would like to direct your

attention to page 12 of Exhibit No. 2 which is tahle 1,

and table 1 is your recommended rate schedule for t~e

watGl:' cC!~Fany; is that corr~ct?

A. Thatis correct.•
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Q. And YOll' ve used this recomrll.endation in the

rest of your studies to come up with your feasibility--

A. That t s correct.

~ I refer you to table 2 and tell us just

generally what that table is, what it represents?

A. That table 2 represents the estimated ini-

'tial utility plant investment for source of supplY,

pumping, storage and distribution systems, engineering,

interest during construction, contingencies, organizational

cost, lann and right-of-way.

Q. Now, I know it's titled, "Estimated Initial

Utility Plant Investment,1! but isn't it R fact that

that plant investment is already there?

~ That's correct.

Q- And it has h~en purchased by the Applicant

company and paid for by the ~PP'licant company.

~ That is correct.

~ Referring to table 3, would you just tell

us qenerally what that table is and what it represents?

~ Table 3 is an extention of table 2,

estimating the investment in utility plant in years 1

through 6 of the llfe of the company. we, as I mentioned

earlier, expect that the system will be a qrowinq system

with significant additions to distribution system for

possibly nine to ten years. So, for pur;~ses of illustratio

30
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I have sl...>wn the system growing through the first five

years, and then artificially shown the sixth year as

the year of operation without siqnificant expansion

of the distribution SVRtem, so that we can qet a'oicture

of what happens once the growth stops, and it settles

down to normal operation.

~ And this is your anticipated growth in

plant investment based upon: No.1, what the comoany is

?lanninq on puttinq in there, and No. ~, on the proposed

or your (~stim~'\tes as to growth and huildinq of residences.

A That is correct.

o Now, referring to table 4, would you tell

us generally what th~t table is?

A. Table 4 is the estimate of the number of

C~l!?t,omer that the syRtem would have in vears 1 throuoh f\.

~ And vour estimate of the number of custnmers

is that based on your projected hro percent building

figure?

~ That's correct.

q. NON, you've also applied YOllr estimate

of the n~ber of custOMers and you've hroken them down to

total number of customers requl3. ted, 'IOU know; custc)l"'lprs

!1-1. Could you explain to the Commission how you came UP

with the various different classifications?

A. Yes. Firs t of all, the' L'Jtal numhnr of
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customer classification is an extension of the company's

past history in regards to the amount of sales they

make <.~ach y(~ar.

~ By the company, you're talking about land

sales at this point.

A. Yes, the land sales. The total number

of regulated customers is two per·cent ns we've talked

about previously of the total nUmber of lots that

have utility service. The number of metered, regulated

customers, in other words, fUll-time resident customers

is estimated at 20 percent of that total of lots that have

houses constructed on them.

Q. Now, you say, "full-time residents." is

that 20 percent of the building in your opinion is going

to be fUll-time residents as opposed to what?

A. As opposed to second home, summer home or

weekend home uses.

Q, How did you come up with that 20 percent

figure, Mr. French?

A. By consulting with the local electric \.1tili ty

in that area, which has a - I don't recall the correct

term - but it has a service classi fication fo."!:' t"hat

amounts to o? vacation ru to. v7hen the people are not there,

the meter stays hooked up, and from their records it

indicatos to me that about 20 DerCGnt at. the houses ~m~n
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there are full-time residents, and the balance are

part-time, weekend, summer or vacation oriented homes.

~ Okay. Then, your classification of W-2

customers, that would be the weekend, gummer or

vacation homes; is that correct?

~ That is correct.

Q. And, then, your availability contract

customer, which we'll talk about later is--

& That1s the difference between the total

number of customers and subtracting the regulated customers

from it.

~ Now, referring to table no. 5, Mr. French,

would you just generally tell us what thi~ table is?

A. This is an estimate of water consumption

per year by customer classification. We have estimated

that full-time residents will use 81,000 gallons a Year.

The additions of full-time residents welve taken as half

of that, an average. The part-time residents would use

approximately 36,000 gallons a yeur. In additions in

that Classification during the year ~'le 've averaged half of

that. Resort customer is primarily the Lodge of the Four

Seasons, and we have a little handle of their past water

usage records from meters that were installed on their

water softening equipment.

~ Would you tell the CommiSSion how you came
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up with 81,~OO gallons a year for a full-time resident

anu 36,00 gallons a year for a vacationing resident?

~ It's--In terms of the fUll-time residents,

it's an extension of an average of 64 gallons per person

per day and three and a half people in the family, and

if you extend it to a year that's about what you come up

with. The part-time resident is an educated guess, if

that kind of guess can be educated, as to the proportion of

that, .that the part-timc~ resident \'lould use.

e. You also ~how on table no. 5 a power

cost in cents per thousand gallons of water numpted; is

that correct?

.~. Tha t t S co~-rect.

~ And that relates to the electrical pumps

pumping the water.

~ That's correct.

Q. Referring to table 6, could you just generall~

tell us what that table is?

~ Table 6 is taking the information in table

4, the number of customers, and the proposed rates in

table 1 and extending them to produce the yearly revenue.

Q Referring to table 7, could you tell us what

that is please?

L Table 7 is the estimated operating and

maintenance expense of the system. This ~s based on my
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experience in operating the system at a partial percentage

of capacity during the constructing phase.

Q. Table 3, then, could yOll tell us what that

is?

A Table 8 is the estimated operating

statement. This is a cOmbination of tables 6, 7, 3 and

9, and it projects the estimated net income after taxes,

estimated net operating income after taxes, but not

including interest and projects the return on the net cost

rate base and return to equity.

~ And those return figureB are set out on

the bottom as a percentage figur~; is that correct?

~ That's correct.

~ Referring to table 9, could you explain

that table to us?

A. Table 9 is an estimate of the cash flov

situation for the company through the first six years, and

it also tabulates debt interest in equity year by year.

~ With reference to your debt interest and

equity year hy year, wh,:t,t was t::-te primary criteria that

tht-~ C O l";l!1c\nY hopes to maintnin and is going to attep.'lPt to

maint~in with referonce to your debt equity relation~hip?

A Well, it was felt that we should maintian

a debt equity ratio of ahout--not greater than 70 percent

debt. In the early years of the company ~d wanted to

35



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Rtart close to 50 percent equity to establish a solid

financial picture to potential lenders and to get the track

record off and J.unning in the right direction in terms

of our debt to equity balance and make it R financially

sound company.

~ In your first year. your actual investment

at this point, you are on that 50 percent level.

1\. Right.

U. And through your six year projection you

pretty well maintain this 70/30 ratio.

~ It never gets above 70.

~ Now, then, Mr. French, as the water system

or the well heen approved by the State Boar.d of llealth?

A. The construction was approved. The well and

the pressure grouting was inspected and approved hv th~

Hissouri Division of Health. The water system, distribu

tion system, has been--A portion of that has been in~pected

and approved by the Division of Health. t'Je have sUhmitted,

in this Exhibit 2, documentation of the bacteriological

analysis alkd the chemical analysis of the water as

performed by the laboratory of the Missouri State Division

of Health. These are exhibits 3 and 4 in Rxhibit 2.

Exhibit 6 is a copy of the permit of approval for supplying

water to the public, permit number 6157 1 issued by thA

Division of Health to Four Seasonf; Lake ~,~tes VIator & Sewer

Company.
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Q. Now, Mr. French, these exhibits that vou' ve

just talked anont and which are attached to your enqineering

report and marked in that report, are th.ey true and

correct as reflected by the records of the company?

A. Yen, they are.

Q. NO\l1, then, Mr. f."rench, I want to hack you up

just a little bit to your feasibility on income, and I

believe it's your table no. 6 that shows your anticipated

inco~e~ i.s that correct?

A Estimated revenue is table 6, yes.

~ Now, you have broken your estimated

revenues down consistent with the proposed rates that you

911m.; in your engineering study under 1-1-1 classification and

W-2 classificatinnj is that correct?

~ And those are your regulated customers.

Q. You also show in your estimated revenues

table 6, you sho~ un availability contract revenue. ivould

you explain that item to us please?

A. Yes. In the land development company' s

sdlH of property to the customers: the~r have from very

early in the sales had a separate document that is part

of the closing papers which is called a se\-ver and/or

water use agreement. It sets out in theL~ that a regulated
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private water company is to b~ formed to serve water.

The water customer agrees to pay an availability charge

at the time that the water facility is in front of his

lot and available for u.se.

MR. TAYLOR~ Ml1.Y I hi'!vE".! this marked as

Applicant's Exhibit No.6?

EXA}1INER DAVIS: It ~ay be marked Exhibit

No. 6 for identificatiQn.

(AT THIS TUm APPLICAnT I S EXHIBIT NO. 6 HAS

MARKED BY THE REPORTER FOR THE PURPOSE OF' IDF.NTIPICATION.)

BY t-m. TAYLOR:

~ I hand you, Mr. French, what has been

marked for identification Applicant's Exhibit No.6.

Would you tell us ~/Jhat that exhibit i.s?

A. T:1.at is a copy of the sewer i'lnd 'vater aqree-

ment which I just referred to.

~ And that sewer and water agreement is sub-

rnitted to lot purchasers prior to their purchasing land,

and when they purchase land they also enter into th~t

agreement; is that correct?

~ That's correct.

Q. And your fcasibi li ty t::tudy ,1.~ refl~C'tec1 here

in vour Exhib i t 2 1 eng ineer i nq report, ~~r. French, th<1. t

ref} ccts in there the revenues that the company anticipatc~s

to receive by reason of Ulis contract; la that corre~t?
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A Yes, it certainly does.

~ Now, thAn, with reference to the doublA

rate that we are basing our application on, vour W-l rate

and your W-2 rate, explain what the W-l is. For reference

you might refer back to table no. 1.

A. Okay. Regulated rate W-l is a general

service metered rate. It is intended for full-time,

permanent residents ana structures that have that tyo.e

of occupancy. l1elln1.ated rate \v- 2 is general service

unmetered Which i~ intenden for occupancy uses which are

of a part time or vacation nature.

~ And this gets hack to this 20 percent figure

that you've talked about previously a~ to your determination

as to what would be rprmanent and as to what would not

be permanent or the '!acation people.

~ That's correct.

n So that 80 percent: of it vlOuld be under the

~'J-2 rate. You knm-i, assuT:1inq full completion of the entire

project.

~ ThAt's my best estimate.

Q. ;,IO';"J I then .. are therr; any }:ind of internal

controls as far as the entire develonment is concerned

in order that the \-Tater company or the l\~plicant company

here I'mula he able to have information to netArmine if a

person is a permanent resident or a vaca~ion resident?
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~ Well, there is a security patrol service

for the Lodge of the Four Seasons, and the Land of the

Fifth Season, the land development, and the security

patrol pays particular attention to residents that have

a part-time occup;:mcy. Obviously to See that there in no

vandalism none and theft and things like that. So

there would be a measure of control or information as to

whether a structure is used on a T?art-time basis or

whether it is a full-time resident there.

O· Now, when you initially set it up, say,

I buy a lot from you, and I c~ne in and build a house

do,.;n there, how \-muld vou know whether or not I am qoing to

b~ a permanent resictem: initially or a vacation resident?

~ In the application for water service,

we would ask you to declare whether you are a rer~~nent

resident or a part-time resident.

n And, then, that initially would determine

what rate '....auld he applied to me, \....hcther I w01l1d have

~ctercd service or unmetered service.

A That's correct.

Q. How, as I go on, maybe I ,,,ould start ou t as

a vacati~n resident, and then I wou10 retire and live

down there full time. What \tJould the company do at that

point when I changed my status?
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A. They would have the option to classify you

as a permanent resident if, in fact, 'you are and install

a meter and change the service classification.

EXA}~INER DAVIS: So, they would have the

option. They might or might not?

WITNESS FRENCH: No. I didn't mean it as

a discretionary thinry. They would be obligated to classify

you as a full-time r.esident and put you on metered service.

BY r·'tR. TAYLOR:

~ Now, then, in your experience in this

development proj ect ilnd from observing, Y01J did live down

there at the lake, did you not?

A. Yes, I did.

~ Do you have an opinion in your experience

down ther0 as to the water use of people who would have

a horne dml1n there For vacationins purposes?

1\. llJe.l1, my eXP0rience has been that pecple

who come there on a weekend t~pe of situation or their

two weeks vacation for the summer, come there with the

primary purpose in mind and that is to recreate. They

don't come down there to do the thin'15 thcu do at home

including: the laundry, washing the car and qrowing grass

in the yard. They come down there to go boating and

fishing and ,..,.ater skiing and they not nnly don' t want to

.-10, but they probably avoid things; suc~ a8, ,~ashing ci\rs,
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doing the laundry and growing a nice grass lawn and

cutting it with a lawn mower. And those three uses right

there account for a good deal of domestic water consumption.

I would Rav even proportionately these people use a good

deal less water than a full-time reslrlent.

Q. Would you have an opinion, based on your

experience and observations down there, as to the probabili

of the customer, a vacationing type renident exceeding,

down th8re, minimum billing or anything of that nature?

h. The p:r:obability in my judgment vmuld be

very slim.

Q. Hetered or unmeter~d.

1\. 'Ri']ht.

Q. Now, then, "Jould you tell the Commission,

~1r. French, just very sp8~ifically why the Applicant here

has proposed the bm rates and dOCR not desire to go

into a total metered service down there?

11. t\Tell, it boils down to, generally, a

nrab leP1 of economics and how tore can best provide a good

"later service at a rate that is Rccf:'ptable to the user

and keeping our investment and plant down to the point wher

we can have the most reasonable water rate consistent t~ith

good service.

~ Now, then, the ultimate projection of this

entire development i.s what 5,100 lots?
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~ What problems do you foresee at this

A That is correct.

~ Now, then, in previous conferences the

~ That's correct.

~ So then whatever that figure would come

Q. No"" then, ~rou do in your. [cD.sibili tv study

~ That's correct.

o So, you can just multiply that times 5,100

A It would be in the neighborhood of $100

~ no you have an opinion as to what it would

~ That is correct.

present point with reference to a meter irstallation

investment; is that correct?

installation fee that in some respects may defer part of the

company has been advi8ect that it could charge a meter

to meter its entire svsten~ is that correct?

addition;)1 capitalization if it's necessary for this compan

up, 80 percent of it is the figure we're talking about as to

20 percent, permanent resir.ents.

have a meter investment capitalized t·!ith reference to the

investment wet re tallt.inq about in meters.

and come up with some kind of figure as to what the total

to $150 per lot.

cost to install rneter5 per lot?
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charge being put into our tariffs in order to defray

this capital expence?

A. We may have a little problem and it may

even be a big problem in terms of the sewer and water

use agreelnent that we have entered into with the customers

there. This states that there will be no charge to the

customer for the right to connect to the wat~r system,

and that's the gray area I don't feel confident to give

an opinion On. Thnt's a lawyor 's "7ork, but I would feel

very uncomfortabl(~ i.n qoinq to our customers and asking

for a $150 for a meter or tap charge.

U By reason of the provision 1n that contract?

~ By reason of the provision in our water

use agreement.

~ The company as far as you know at this

point is attemptinq to make some kind of determination

as to its liability under that language for assessing

charges of that nature.

A. That's correct. We've asked cO'lnsel who

assisted in preparing this agreement to give us an

opinion.

~ But at this point we don't know what it mean,

and we're afraid to make any definitive statement at this

point; is that correct?

~ That's correct.
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EXAMINER DAVIS: Do you know how many

water use agreements you have alraady si.gned?

WJ:TNESS FRENCH: I would say aporoximately

14 to 1,500. So the scope of the problem is substantial.

MR. PHILLIPS: Could we go off the record?

EXMlINER DAVIS: Off the record.

(Discussion off the record.)

EXAMINER DAVIS: Back on the record. Let's

take a short recess.

WHEREUPON, a recess was taken.

PURSUANT to the recess, the hearing of this

case was resumed, ann the fOllowing proceedings were had:

EXAMINER DAVIS: Let's go back on the record.

NITNESS FRENCH RESUHED THE STAND

BY l"m. TAYLOR:

Q. Now, Hr. French, with reference to Exhibit

6, ~vhich is t.ha t wa ter agreement wi th the customer, is that

agreement also included in your HUD report as filed with

the federal gov~rnment?

A. It's included In a document called n

statement of record which we file with the office of

Inter-state Land Registration. A. copy of it is supplied to

and executed by every customer.

~ Now, then, Mr. French, on ~ne basis of your
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Exhibit NO.2, which we discussed here, do you have an

opinion as to the feasibility of the proposed water system?

11. Yes, I do.

~ What is that opinion?

A. Based. on my analysis of this system and

based upon the ability to use an availability ch~rqe,

from an engineering, construction and geologir.: standpoint,

source of supply and other engineering considerations,

I find the project to be feasible.

MR. TAYLOR: Thank you very much. I have

no further questions.

I offer Exhibit No. 2 ano Bxhibit No. ~.

MR. PHILLIPS: No object:ion.

EXN1INER DAVIS: F.xhihit No. 2 and

Exhibit No. 6 are received in evidence.

(AT TRIS TIME APPLICANT'S EXHIBIT NOS. 2 AND

6 WERE RECEIVED IN EVIDENCE AND HADE A PART OF THIS ~ECORD.)

CROSS-EXAHINATION BY MR. PHIIJLIPS ~

Q. ?ok. French, how many water meters will be

installed in this system? I think you tn~tified 10

percent; is that correct?

l\, Yes.

Q. In numbers how mnnv wi1.l that he?

A. Okay. to'lay I refer to the report?

Q. Yes.
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~ At the end of the sixth year I would

estim"te that there ~..lOuld be 50 metered customers.

~ At the end of what year?

M. l\ t the end 0 f the sixth year.

Q. Ho\'/ many unmetered customers?

A. 196.

~ How many homes at this development have been

built?

A. There are appr.oximately 25 substantially

completed at the last time I visited the development

which was about six weeks ago, and that would be close.

~ Are there any permanent residents there

at thp. present time?

A. Yes.

Q. RON many?

A. Can ,.,e go off the record a minute?

Q. Sure.

EXNUNER DAVIS: Off the record.

(Discussion off the record.)

.~XANINER DAVIS: Let I g go back on thr>. record.

~'HTHESS FRENCH ~ Of my own personal

knowledge I can think of five.

EY.AHINER DAVIS : l'lha t was the f i qare you

estimated at tho end of the sixth year of permanent

residents?
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WITNESS FRENCH: Fifty. And 196 part-time

or vacationers.

BY HR. PHILLIPS:

~ And do you propose to provide any fire

service, any fire plugs and this sort of thi.nq?

~ In terms of the supply, storage and

distribution system of this water company, no. It's

not practical in terms of cost.

Q. Hhat is t..he rationale? Is it a cost

f.1.ctor?

~ It's a cost factor. In overall concept

this type of development is a hybrid betNeen what you \V'ould

do for an urban situation and what we're all familiar with

~ rural water district. A rural water district would only

provide distribution system for tht::! ctlsLomers that ar""

already there. We're providing distribution system capacity

in the pipe sizes for ultimate development, but not for

fire flow. So, the system is somenlace in between an

urban situation and a rural domestic water system.

Q. Have you don~ feasibility studies for other

like developments; such as, the ~our. Seasons?

1\. Yes.

~ Have they had fire flow service?

A. None that I have been associated ,..ith,

with the exception of one. This partic::.j.ar development was
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within a mile of the city limits of Topeka, Kansas and

was for all practical purposes a full-time residential

subdivision.

~ If this were a full-time subdivision would

your estimate be different for the feasibility of fire

flo,,,?

2\. Certainly.

HR. PHILLIPS: That's all I have, Your

Honor.

Ex..l\HINER DAVIS: lI~x. French, one thing,

at the end, when you get all of the development finished,

what is your estimate in rOund numbers of permanent

homes? You may have stated that, but! don't remember?

Just rcuqhl:~t,;;

1;HTNESS FRENCH: Let; s say, dssume fo!:" the

purposes of illustration it will he eight or nine years

before all 5,100 lots are developed and SOld, I would

estimate that we woul~ be at that tine somenlace in the

neighborhood of 450 to 501) homes at that time. N'ow,

this is usin~ the two percent growth factor or huildinq

factor whi.ch is conservativ,::: based on prior develoonents

of a somewhat similar nature On the lake. But I didn't

feel justified in using that strong of a rate of growth,

because welre in a SUbstantially higher price range than

the previous developments.
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EXAMU1ER DAVIS: What I am interested in

and what I was thinking aboUL, if you're goinq to have

no morn than 100, 150, up to 500 homes, it seems to me

it might be better to have unmetered water service, rather

than to spend the money to put meters in. Have you

ever thought about that?

WITNESS FRENCH~ Yes, I have. You get

into a different ball game on \.mmetered service when you

have a perman~nt resident.. Rpcause that permanent

resident does the things that folks in St. Louis or Kansas

City or wherever they no, no. They use an automatic

waSher a good deal, they wash cars, they grow lawns, and

in a situation SUch as this where it's normal, fanily

~~t.ivity. you can expect if a water service is unmetered,

they "'ill use a good (leal vi it..

EXAMINr.~ DhVIS~ In other words, they would

be more liberal if it is unrnetered than they would--

~ITNESS FRF.NCP.: Absolutely. The two

exceptions in my experience of people using less than

normal when they have unmeterGd service are in a recreationa'

comrnunitv or in a rural water di~trict, whGre the people

are noL used to having a central water system, ~nn from

years of habit are incline~ to turning the tap off auick

becausG they're afraid the little well on the farm is going

to go dry, and that's just a matter of y~~~s and years of
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habit in their water use. But with thos~ two exceptions

unmetered service generally "roduces higher capacity

uses, per capita uses than metered Rcrvice.

EXAMT.HER DAVIS: Would you have any idea

about what percent of tho~e people probably have swimming

pools?

WITNESS FRENCH; I vlould Rav ver" few.

A substantial part of thOR0 neople will have ~.o1aterfront

lots, right on the lake, and in the dev~lopr'1p.nt of the

community a number of swinming pools are nrovided, ~vp-n

out in the residential sections. ~o th0t a nrivate swirnmin

pool is available to all the folks in that development.

To my knovlledge of the approximately 7.5 houses that have

been built there, there's not one private swimmin~

nool to date.

r:;XANINER DAVIS: It would be useless to

build one if you lwve some in the development.

NI'I'NESS FREnCH: That \muld be my opinion.

F.XJlJUNEl\ DAVIS: Will there be anvtl1ing

el~e?

Witness may be excused.

(Witness excuse~.)

MR. TAYLOR: The Applicant rests.

EXMUNER n7\VIS: Does th~ Staff have

anythinq?
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A. ay address is Route 1, Jefferson Cit",

MR. PHILLIPS: Yes, we wouln like to have

a Wh~t is your address?

P'1i tness sworn.)

A I'm employed hy the Missouri Public Service

~ G~rv neckman.

~tR. PHILLIPS: Ne call !~r. Gary Bockman

Q. rtl'. nockman, for the record t-lha t is your

of t~e STAPP, heing duly Sworn, testified

STAFP'S EvrOEN~

a By whom arc vau e~nloyed?

Q. Ho\'! lona have you been emploved b'<7 \.he

A. Seventeen months.

0. ~1r. Bockman, in your official ca1?acitv with

please.

DIRECT EX7VlINl\TJ.n~l BY rm. PHILLIPS:

~.i{i SS0ur i Publ ie Service COJlUTlission?

R 0 ~ K H 1\ N,-------_._---

~issouri .

r1r. Bockman to testi.fv briefly.

name?

the Comnission, did you ha.ve cause to exa'nl:'ne the

ComMission in the rates ~nd services department.

I~t~.
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feasibility study that has been sUbmitted by the

Appliudnt in this cause?

A. Yes I the study has been available for my

study for about the past two weeks, and I've reviewed

it thoroughly.

~ Do you have any recommendations to make to

the Commission in regard to anything contained in that

feasibility study or anything proposed by the Applicant?

A. The only thing that we really are not com-

pletely satisfied with is the proposal for not installing

meters on all customers.

The Staff has run into various problems

with unmetp.red systems in the past. One of which that

I can foresee and this problem is the switch over point

at some fut.ure date on the flat rate customer to the

metered system. A policy definitely has to be established

to do that. If the company would install the meters

now perhaps there would be a saving from the inflationary

aspect. An unmetered system is generally inequitable

to the customers, and especially a mixture of the system.

~ What do you mean by inequitable to the

customer of an unmetered system?

A. If a person is careful, behaves normally,

as has been indicated already, he may not use too much

water fo~--In this case he would pay $~ a month. However,
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if someone does want to water his lawn, and I've seen

this happen, turn on sprinklers and leave for a week,

he also pays S5. So, the prudent person i~ naying for

the imprudent person in the use--on the fL.lt. r.ate !':;vstem.

A problem that the Commission has faced

in the rast is '>lith rate increases for tl,0 flat rate

systems, and the most recent one that I can thinJ\: of

would be the Jefferson County Water case, wherein, the

Commission ordered the company to go in a~d install met8rs.

And the Staff just feels that it is better On a new system

to start it out on a netered basis if possible.

o And that's whether or not the customers

will be part-time residents or whether or not they're full

time; is that correct?

A. Right. Just because one cUStoMer ~s a

part-time resident, generally speaking, he won't use as

mUch water, but there's no guarantee.

~ Well, are you telling the Co~ission that

this ap~lication should be denied because the company

does not propose to install water meters for all its

customers?

A. ~~cll, I don't really Wilnt to say to ctenv

this certificate solely on that. The Applicant_ has

pointed out the problem of charging a connection fee

for the meters is questionable because of cheir previous
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contracts. I think that there are some legal questions

there th~t I can't answer t but unl~~s t~ere is some

severe problem like that, it's the Staffrs opinion that

they shoUld install moters on all customers.

r-1R. PUT.T~L!PS: I tend.er the witness for

cross-examination.

C~OSS-EXAMINATION BY rm. Tl\YL()H~

~ Mr. Bockman, if I understand your testimony,

as far as the entire scope of the application, you have

no objection to it whatsoever other than to the one

area of unmetered service: is that correct?

~ Yes, that's right.

~ Now, disregarding that particular point

at this minute, if I understand the Staff's position,

the remaining part of the application as far as feasibility,

construction, system, certificated area, et cetera is all

satisfactory with the Staff and you would approve that

part of it.

~ Yes. The feasibility study is one of the

better ones that l've seen, ann I have no objection to

any of the rest of it.

~ NOw, then, with reference to this unmetered

service, and we aiscussed this yesterday at quite some

length and realizing this potential contractual problem

and the additional investment the comoany may have to
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make, and if that were a fact, would the Staff have a

different opinion with rofer~nco to the position stated

here?

A. If the company can't charge these connection

fees, then, as has been indicated, it's qoing to merely--

Currently you're investing $225 per lot, and you're

going to he talking approximately another $100 or

roughly 50 percent more, Rnd if that were the case, we

probably would havQ to reconsider. I don't see how we

could avoid it.

~ Wouldn't it follow, in the event we were

required to put in the meters, and the company by reason

of contractual obligations would be required to make

that investment itself, then instead of a $225 investment

per lot, the company would have a $325 or plus investment

per lot?

A. Yes. Something in that neighhorhood.

Q Ann, then, by reason of that investment,

it would be neC~sRary to go back and increase our rates

in order to have a return and to make this operation

feasible.

1\. Right. That's the reason I pointed out

the contract nroblem.

o So, then/ you would want to reconsider

your position in the event that did end un/ and we had to

take on that o"01igation.
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A. Yes.

MR. TAYLOR: Thank you. That's all.

EXAMINER DAVIS: Witness may be excused.

(Witness excused.)

EXAMINER DAVIS: Is there anything else?

MR. PHILLIPS: No, Your Honor, that's all.

EXAMINER DAVIS: Are you willing to waive

the provisions of the Administrative Procedure Act?

['om. 'I'AYLOR: Yes, sir. I I ve already

signed the waiver.

E~IINER DAVIS: Do you desire to brief or

argue before the Commission?

MR. TAYLOR: No, I do not.

EXAMINER DAVIS: I understand you have a

proposed Report and Order.

MR. TAYLOR: Yes.

EXAMINER DAVIS: You give it to me and

I will hold it for four weeks, roughly around the first

of the year, and--Wait a minute. Before I do that, are

you in a bind on any kind of time schedule?

MR. TAYLOR: Yes, sir. We are.

EXAMINER DAVIS: Off the record.

(Discussion off the record.)

EXAMINER DAVIS: Back on tne record. Is
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concluded.

there anything else? Case closed.

WHEREUPON, the hearing of this case was
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