10

11

12

13

14

15

16

17

18

19

20

21

22

23

DIRECT TESTIMONY
OF
GEORGE R. HOESCH
GASCONY WATER COMPANY, INC.

CASE NO. WR-2017-0343
Q. Please state your name and address.
A. George R. Hoesch, 4948 Theis Road, Saint Ladissouri 63128.
Q. Are you the same George R. Hoesch who previousfiled Direct

testimony in this case?

A. Yes.
Q. What is the purpose of your surrebuttal testimory?
A. The purpose of my surrebuttal testimony is tauteportions of the

Rebuttal testimony of Missouri Public Service Corssion Staff (“Staff”) Members
Matthew R. Young related to rate base and deprenidtlichael Jason Taylor related to
salary expense and rent expense, and the relrdtahony of Office of the Public
Counsel (“OPC”) witness John A. Robinett relateddai® base and depreciation.

RATE BASE-LAND

Q. Is Mr. Young's statement on Page 5 of his rebutl testimony that
states “...Gascony Water is also related to CMC WateCo., LLC (“CMC Water”),
which is owned by the children of Mr. Hoesch...” fatually correct?

A. No, it is not. Gascony Water Company, Inc. (8Gany Water” or
“Company”) is not related to CMC Water Co., LLC fIC Water”). CMC Water is a

company separately owned by my children.
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Surrebuttal Testimony of
George R. Hoesch

Q. Do you agree with Mr. Young’s testimony on pag® that implies all
parties to the Certificate of Convenience and Necsiy (“CCN”) case humber WA-
97-510 CCN case that all parties agreed and the Caonission approved that all
existing tangible plant at that time was recoveredhrough lot sales?

A. No, | do not. | have reviewed ttgtipulation and Agreement filed by the
parties on December 18, 1998, and cannot find amytimat even remotely supports this
false conclusion by Staff.

Q. Did the Company recover any cost of the originaplant through the
sale of lots?

A. Yes. | discussed this in my direct testimorigdiin the CCN case. The
predecessor to the Company recorded a $70,000veckmrthe completion of the water
system. A portion of this reserve was assignedaith lot to recover some of the costs
related to the installation of water plant.

Q. Did this reserve fully recover the investment inplant by the
Company’s predecessor?

A. No, as | recall Staff disallowed some plant isetotaling approximately
$50,000 for lack of supporting documentation. Tdisallowance for lack of supporting
documentation clearly shows not all investment ilanp was recovered by the
predecessor.

Q. Do you agree with Mr. Young as he states numergutimes in his
rebuttal testimony that lot 27 is included in the vater plant in the CCN case, at

times he even cites your testimony filed in the CCHase?
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George R. Hoesch

A. No. The predecessor to the Company did not lmv7 at the time of the
CCN case and therefore did not include it in theNGase.

Q. Do you agree that Mr. Young acknowledges on pagé.0 and 11 of his
rebuttal testimony that the Company and its predecssor did not own lot 27?

A. Yes.

Q. Do you agree with Mr. Young’s characterization 6 your testimony in
the CCN case that you would transfer lot 27 to Gasny Water?

A. No. On page 3, lines 52 thru 59 of my direstitaony filed in the CCN
case | stated the Company will own certain asseisiding the land on which the well is
situated. | made a blanket statement on linesng45& of my testimony that incorrectly
included the land as being carried on the bookmyfrealty company. | should have
excluded the land in that statement as the realtypany did not own that asset.

Q. Do you agree with Mr. Young’s statement in hisebuttal testimony on
page 17, lines 13 thru 17 that you stated in yourestimony in the CCN case that
Gasc-Osage recovered all the costs of developmentluding lot 27 through lot sales
and that there is no unrecovered investment to ree@r from ratepayers?

A. No. This is another attempt by Mr. Young to +eiate my filed testimony
in the CCN case and put into evidence that | somvetned lot 27. Again, neither
Gasc-Osage nor | owned lot 27 as of 1987.

Q. Do you agree with Mr. Young'’s rate base treatmenof the land that
the storage building resides on as stated in hislvattal testimony on page 20?

A. No. The Company believes this would establistaagerous precedent for

all regulated utilities. This is a bona fide puash of land by the Company to have a
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George R. Hoesch

storage facility for the Company’s equipment, to@sd plant inventory, a small
workshop with a workbench and a place where thergeney backup generator is
installed. These events have occurred yearsthge€CN case and through no stretch of
the imagination are related to that case or relatdot sales by the predecessor.

RATE BASE-TRENCHER

Q. You stated in the CCN case that the trencher wadd be owned by the
water utility. Why did you wait as long as you didfor the Company to acquire this
asset?

A. At the time of the CCN case | fully intended have the water utility
acquire the trencher. However, | declined to catgthe transaction when | realized
that this asset was not going to receive any vialodtty Staff in that case.

Q. Are there any other reasons why you believe thigencher was never
owned by Gascony Water?

A. Yes. For instance, all of the maintenance aphirs required to be done
to the trencher were paid for by Gasc-Osage Réaitand not by Gascony Water.

Q. Both Staff witness Mr. Young and OPC witness Migr Robinett
attempt to cast doubt on the valuation of trenchebecause in part the purchase can
be considered an affiliated transaction. How do yworespond to their statements?

A. Even though there is no affiliated transactiole for water utilities | agree
this is an affiliated transaction. However, a dengview of company’s selling this type
of trencher would indicate that the sale pricenisthe low range for this equipment.
Attached to my surrebuttal testimony is scheduleRgjb1l that shows a similarly

equipped trencher currently available for sale.
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Q. Both Staff withess Mr. Young and OPC witness Migr Robinett refer
to the promissory note for the trencher being dated®?017 and the in-service date of
2015. Please explain this discrepancy.

A. The promissory notes are for one-year terms hade been renewed
annually.

RATE BASE-UTILITY TRANSPORT VEHICLE (*UTV")

Q. There seems to be some confusion on the UTV théte Company is
attempting to place in plant. Will you please proide a brief history of the purchase
of this asset?

A. Yes, | originally purchased an UTV in 2007 witte idea of using it in the
water utility. However, during the 2013 rate c#sat was pulled by the Company, Staff
informed the Company that Staff would disallow thsset as it was also being used by
the realty company. | decided after this caselitoimate any confusion on usage and
ownership of this type of asset that | would goaghand purchase a UTV to be solely
owned and used by the water utility. The UTV cathe used by the Company was
purchased in 2015.

Q. Both Staff witness Mr. Young and OPC witness Migr Robinett
attempt to cast doubt on the valuation of UTV becase in part the purchase can be
considered an affiliated transaction. How do youespond to their statements?

A. The purchase of the UTV that the Company is iptaan plant was
purchased from a private party. In addition, dtéatto my surrebuttal testimony is

schedule SUR-gh2 that shows a similarly equippeaictier currently available for sale.
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Q. Both Staff withess Mr. Young and OPC witness Migr Robinett refer
to the promissory note for the UTV being dated 201@nd the in-service date of 2015.
Please explain this discrepancy.

A. The promissory notes are for one-year terms hade been renewed
annually.

DEPRECIATION

Q. Do you agree with Mr. Young’s statements on page8 regarding the
depreciation treatment of the trencher and UTV?

A. No.

Q. Why do you disagree with Staff's position on thérencher?

A. | decided after the CCN not to transfer the ¢hesr into the water plant
accounts for two reasons. First. Staff did natvalany valuation for the asset, or for that
matter any other asset, to be included in rate lbasiag the certificate case. The
Company was allowed $20,000 in start-up costs. oi®&cStaff included 3.8 hours of
backhoe time at $60 per hour when Staff developedconnection/reconnection charge
of $425 that is listed in the Company’s currentftar A copy of Staff's worksheet
developing the connection/reconnection charget&claed to my surrebuttal testimony as
Schedule SUR-gh3. The inclusion of rental backbqaipment in this Commission
approved charge indicated to me that Staff agreisdasset was not included in the water
utility plant.

Q. Why do you disagree with Staff's position on th&JTV?

A. Mr. Young is confused by which UTV should becluded in the water

utility plants. As | explained in my testimony al | did not include the UTV
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purchased in 2007 because Staff indicated to miethieg would not allow it in plant
because the UTV was also being used by the realtypany. | went ahead and
purchased another UTV in 2015 solely to be usethéywater Company.

SALARY EXPENSE

Q. Please explain why you only listed three activés on your timesheets
as discussed in Mr. Taylor’s rebuttal testimony orpage 5?

A. | finally realized the importance of timesheafter | closed case no WR-
2015-0020 in late December, 2014. | only listeake¢hactivities to save time and quite
frankly, | never kept timesheets in my life and didt realize more detail would be
helpful. | plan on breaking my time down more e future. As stated in Mr. Taylor's
rebuttal testimony on page 6, Staff realizes myafenal activities are more involved.

Q. Please explain what is involved in reading the eter.

A. | go to the well house read the master meterrandrd the number in the
master meter log. In addition, | inspect the emept in the wellhouse, for things such
as leaks, inspecting the electrical panel and yf ggneral maintenance such as painting
equipment, cleaning, sweeping and removing traslural the wellhouse need to be
completed. | also watch the drawdown on the sttagk and listen to the pump cycling
on and off. 1 also inspect and check the storagklihg on my visits to the wellhouse.
Reading the meter and the activities related ®ttsk typically take ¥z to 1 hour.

Q. Please explain what is involved in checking theroperty?

A. First, when | say property | am referring to t@empany’s distribution
system. | drive the property on the UTV the Comypaarchased in 2015. The Company

has approximately 6 and % miles of water mainamllooking for water leaks not only
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on the Company’s water mains but | am also lookmgee if any of the water spigots

owned by the customers are leaking. | also loake®that customers are not hooking up
multiple campers and vehicles on multiple lotsis ihot unusual for customers to stop me
and discuss items related to the water utilityaml looking for things that are unusual or
out of the ordinary. To completely drive aroundl amspect the water system takes three

to six plus hours depending on what | discovemspect the entire water system at least

once a week.
Q. Please explain what is involved in mail as listeon your timesheet?
A. This is the time | spend assisting my employeth \the preparation and

mailing of the quarterly bills. Mr. Russo will digss this further in his surrebuttal
testimony.

Q. Do you agree with Mr. Taylor's statement on pages that the 493
average hours on your timesheet includes the managent activities that you
perform?

A. No, as stated in the Company'’s direct testimameglected to record the
time related to my management activities. Mr. Dayllso admits in his rebuttal
testimony at a minimum on page 9, lines 19 thrugzlge 10, lines 17 thru 19, page 11,
lines 5 thru 10 that | neglected to record my managnt activities.

Q. Do you agree with Mr. Taylor's assertion on pagel3 of his rebuttal
testimony that your management hours were signifiaatly inflated?

A. No. As the owner and the person that actuadisfggms the management
and operational duties of this Company | am inldbst position to know how much time

| spend on these management and operational duties.
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Q. Do you agree with Mr. Taylors statements on pag20 of his rebuttal
testimony referencing your testimony in the 1997 CQO case stating you spend
approximately 600 hours a year on Company business?

A. | agree | made that statement to the best obeligfs at that point in time.
The 600 hours was my best guess on how | was spgnoine on the water utility.
However, the reality is | did not start keeping @imecords until 2015 and | had no idea
how much time | was actually spending on the mamege and operations of the
Company. The Company is now a regulated Compadyl Aave to maintain additional
records and do additional management and operatdutaes that | did not have to
perform as a non-regulated utility. In additiohe twater plant is twenty years older
which requires me to keep a closer eye on the vegstem.

Q. Do you agree with Mr. Taylor's assertion on page23 and 24 that you
and Mr. Russo fabricated and inflated your hours?

A. No. | have previously addressed the amouninoé § spend managing and
operating this system. Staff may not like how mtime it takes to manage and operate
the Company, but that dislike does not changedbts f

Q. How do you respond to Mr. Taylor’'s testimony atthe top of page 24
that the Company did not assert the hours on the e sheets were incorrect until
after Staff presented its case?

A. The Company did not realize management hour® wet addressed until
the Company met with Staff and Staff was presenitisidgindings to the Company. In
fact, the Small Utility Rate Case Timeline filed Byaff in this case requires the utility

and OPC to inform the Staff of any known errors andssions on day 100. Day 100 is



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Surrebuttal Testimony of
George R. Hoesch

ten days after Staff provides the utility and OP@ffS initial findings. The question to
Mr. Taylor is how can the utility be expected tdrgaut any errors and omissions prior
to the Company seeing any of Staff’s findings?

RENT EXPENSE

Q. Why do you utilize your house in Gascony Villagas an office?

A. There are several reasons. First, commercetesjis not available in the
area. Second, my residence provides an area fammoyee to conduct her job. Also,
there is a huge convenience factor for the custemieing them a place to meet with the
Company.

Q. How do you respond to Mr. Taylors statements orpage 24 of his
rebuttal testimony concerning the rent on the orignal office trailer being increased
due to the consumer price index (“CPI17)?

A. First, Mr. Taylor does not realize that thattrdaveloped in the CCN case
was for a small room located in a small single wirdéer that | owned at the time of the
CCN case. | wrongly believed at the time of theNC&ase that | could utilize this small
space for all of the business operations of the @zomy.

Q. Please expand on your comment above.

A. | quickly realized how inconvenient and impraeli this trailer was. The
trailer was cramped and the configuration of themwalid not provide adequate space for
Company personnel and customers to be seated. trHilisr also did not allow me
adequate living space during my visits to the watatem. | moved the office to my
current residence in Gascony Village which cursemtleets the requirements of the

Company. In addition, | also quickly realized tHatvould have to continue to do
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business out of my Saint Louis office. | foundttiva addition to the Company CPA,
many other business’ work traditional business &ourThis has resulted in me
performing some of my management activities inSaet Louis office.

Q. How do you respond to Mr. Taylors statements orpage 25 of his
rebuttal testimony regarding the Company’s responséo staff data request number
1?

A. | was simply responding to what Staff includedhe CCN case. | realize
now that my response was not complete.

Q. How do you respond to having the books and recds available for
review in the Gascony Village office?

A. The auditors performing the rate case reviewfesm the Commissions
Kansas City office. | went ahead and providedahditors with the financial records in
Gascony Village as a matter of convenience. | @dave used the Saint Louis office if
the Saint Louis auditors performed the review.

Q. Does this conclude your surrebuttal testimony?

A. Yes, it does.
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