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DIRECT TESTIMONY 1 

OF 2 

JOHN P. CASSIDY 3 

MISSOURI-AMERICAN WATER COMPANY 4 

CASE NO. WR-2007-0216 5 

Q. Please state your name and business address. 6 

A. John P. Cassidy, 9900 Page Avenue, Suite 103, Overland, Missouri 63132. 7 

Q. By whom are you employed and in what capacity? 8 

A. I am employed by the Missouri Public Service Commission (Commission) as a 9 

Utility Regulatory Auditor IV. 10 

Q. Please describe your educational background. 11 

A. I graduated from Southeast Missouri State University, receiving a Bachelor of 12 

Science degree in Business Administration, with a double major in Marketing and Accounting 13 

in 1989 and 1990, respectively. 14 

Q. What has been the nature of your duties while in the employ of this 15 

Commission? 16 

A. Since joining the Commission’s Staff (Staff) in 1990, I have assisted with and 17 

directed audits and examinations of the books and records of utility companies operating 18 

within the state of Missouri.  I have also conducted numerous audits of small water and sewer 19 

companies in conjunction with the Commission's informal rate proceedings. 20 

Q. Have you previously filed testimony before this Commission? 21 

A. Yes, I have.  Please refer to Schedule 1, which is attached to my direct 22 

testimony, for a list of cases and issues in which I have previously filed testimony.   23 
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Q. Did you examine the books and records of Missouri-American Water 1 

Company (MAWC or Company) in regard to matters raised in this case?   2 

A. Yes, in conjunction with other members of the Commission's Staff.  I reviewed 3 

Company responses to Staff data requests and data requests submitted by other parties 4 

participating in the rate proceeding.  I reviewed information posted on the American Water 5 

Works Company, Inc. website, affiliated company mailings to MAWC customers, MAWC 6 

workpapers and testimony.  I also reviewed workpapers, testimony, Stipulation and 7 

Agreements and Commission Report and Orders from recent rate cases involving MAWC, 8 

St. Louis County Water Company and United Water Missouri, Inc. 9 

EXECUTIVE SUMMARY 10 

Q. With reference to Case No. WR-2007-0216, what matters will this direct 11 

testimony address? 12 

A. This testimony provides a discussion of the Staff's methodology for 13 

determining the proper allocation of testing and sampling expense to MAWC.  This testimony 14 

will show that the Company’s methodology used to allocate costs from Belleville Labs to 15 

MAWC has resulted in an inappropriate amount of testing and sampling expense being 16 

charged to MAWC customers. 17 

My direct testimony will also address water and sewer service line protection 18 

programs as well as an in-home plumbing protection plan that are all currently being offered 19 

by the Company's non-regulated, affiliated company, American Water Resources Inc. (AWR), 20 

to MAWC customers.  The Staff contends that MAWC is entitled to receive revenue for 21 

providing information and support to allow AWR to offer these services to MAWC 22 

customers. 23 
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This direct testimony will also address the appropriate inclusion for income tax 1 

expense and deferred tax balances in the calculation of revenue requirement in this case. 2 

TRAINING AND EXPERIENCE 3 

Q. What knowledge, skill, experience, training and education do you have in these 4 

matters? 5 

A. I have participated in rate cases before this Commission, some of which 6 

include MAWC, or cases involving Missouri Cities Water Company, United Water Missouri, 7 

Inc. and St. Louis County Water Company, companies that have since been acquired by 8 

MAWC.  I have analyzed the Belleville labs allocations and AWR issues at this utility as part 9 

of its last rate proceeding.  I have also analyzed the area of income taxes at other utilities as 10 

part of other rate proceedings.  In addition to my work experience at the Commission, I have 11 

attended numerous regulatory conferences and in-house-training sessions, reviewed various 12 

journals and trade articles and had many interactions with members of other regulatory bodies 13 

and entities. 14 

PURPOSE OF TESTIMONY 15 

Q. With reference to Case No. WR-2007-0216, what is the purpose of this direct 16 

testimony? 17 

A. The purpose of this direct testimony is to explain and sponsor the following 18 

adjustments that appear on Accounting Schedule 10, Adjustments to the Income Statement: 19 

Belleville Lab Testing Cost Allocation    S-14.6 20 

AWR-Compensation to MAWC for Services Provided  S-8.1 21 

Current Income Tax       S-18.1 22 

Deferred Income Tax       S-19.1 23 
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Additionally, I will address the balances of Pre-71 Investment Tax Credits (ITC) and 1 

Deferred Income Tax that are reflected on Accounting Schedule 2, Rate Base. 2 

TEST YEAR, UPDATE AND TRUE-UP PERIOD 3 

Q. What test year has the Staff utilized in this case? 4 

A. The Staff has used a test year ending June 30, 2006, updated through 5 

December 31, 2006.  The Staff is also proposing a true-up audit through May 31, 2007. 6 

ALLOCATION OF BELLEVILLE LAB SERVICE COMPANY COST TO MAWC 7 

Q. How are Belleville Lab Service Company costs allocated to MAWC? 8 

A. Belleville Lab Service Company costs can be allocated directly to MAWC.  9 

All remaining costs are indirect costs and are allocated to MAWC based on a ratio of MAWC 10 

customers compared to the total number of customers of all other operating companies taking 11 

service from Belleville Labs.  For the test year, MAWC received only an indirect cost 12 

allocation based on a customer allocation ratio that was approximately 14.5%. 13 

Q. Please explain Staff Adjustment S-14.6. 14 

A. Staff Adjustment S-14.6 reduces MAWC's expense to reallocate the indirect 15 

portion of Belleville Lab Service Company costs based on an average of the number of test 16 

analyses performed on all samples that were submitted to the Belleville Lab over the last five 17 

calendar years ending December 31, 2006, in order to smooth out the fluctuation of test 18 

analysis for purposes of setting rates.  MAWC's portion of test analyses, when compared to all 19 

other operating companies, during this five year time period, represented a ratio of 20 

approximately 7.04%.  The Staff believes that test analysis is a more appropriate allocation 21 

method for cost distribution than using customer numbers and recommends that Belleville 22 

Labs costs be distributed using test analysis as the basis. 23 
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Q. Why is the Staff’s allocation method more appropriate? 1 

A. The function of the Belleville Labs facility is exclusively for water sample 2 

testing to comply with required regulations.  Therefore, test analysis represents a better basis 3 

of allocation than the number of customers, because it represents the work that is actually 4 

being performed at Belleville Labs.  Furthermore, the amount of testing required for a 5 

company is dependant upon the type of facilities operated and the environment of the service 6 

area, more so than the number of customers that are served.  For example, even though 7 

MAWC serves more than twice as many customers as California-American (MAWC 462,923 8 

customers versus California-American 177,086 customers), on average, Belleville Labs 9 

processes more than twice as many test analyses for California-American than for MAWC 10 

(MAWC 2,825 test analysis versus California-American 8,359 test analysis, during 2006).  11 

Staff’s proposed allocation method will more accurately match cost-causers to costs. 12 

COMPENSATION TO MAWC FOR SERVICES PROVIDED TO AMERICAN 13 
WATER RESOURCES, INC. (AWR) 14 

Q. What is AWR? 15 

A. AWR is an unregulated subsidiary of American Water Works Company, Inc. 16 

(AWW) and an affiliate of MAWC.  AWR has employees located at the Service Company's 17 

Call Center site in Alton, Illinois.  AWR is in the business of offering water line protection, 18 

sewer line protection and in-home plumbing protection plans to AWW customers throughout 19 

the country as well as to those MAWC customers that are residential property owners.  AWR 20 

offered its water line protection program to MAWC customers that are residential property 21 

owners in all districts except its St. Louis district.  AWR has also offered its sewer line 22 

protection program primarily to those MAWC residential property owners who have agreed to 23 
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participate in the water line protection program.  In addition, two municipalities, Fenton and 1 

Sunset Hills, located in MAWC’s St. Louis district, have requested that the sewer line 2 

protection program be offered to its residents.  These two municipalities, which receive sewer 3 

service from the Metropolitan St. Louis Sewer District, provided AWR with a list of the 4 

addresses of its residents.  AWR more recently has offered an in-home plumbing protection 5 

plan to those MAWC residential property owners who have elected to participate in both the 6 

water and sewer line protection programs. 7 

Q. Why did AWR exclude the St. Louis district customers from their water line 8 

protection offer? 9 

A. The St. Louis County Public Works Department already has a program in place 10 

to provide coverage for the customer-owned water service lines located in the St. Louis 11 

district.  Therefore, AWR limited the water line protection program offering to only those 12 

residential property owners located in MAWC’s non-St. Louis districts.   13 

Q. Please describe the water line protection program that AWR is marketing to 14 

MAWC residential property owners. 15 

A. MAWC residential property owners are encouraged to sign up for the water 16 

line protection program for $5 per month or $60 per year.  In return, under the conditions of 17 

the plan, AWR promises to cover the cost of the repair of a water leak of a customer-owned 18 

service line that is caused by normal wear and tear.  The customer is provided protection of up 19 

to $4,000 per water leak occurrence.  If a customer experiences an actual water leak on their 20 

service line, they must contact MAWC who sends an employee to investigate the source of 21 

the problem.  In the event MAWC determines that the leak is on the customer-owned service 22 

line, then a customer covered by the plan must contact AWR, who makes arrangements to 23 



Direct Testimony of 
John P. Cassidy 

Page 7 

have an approved independent contractor perform the repair.  MAWC employees are not used 1 

to complete repairs to the service lines of customers who are covered by this plan.  Instead, 2 

AWR dispatches a licensed, independent contractor to perform the necessary repairs. 3 

Q. Does AWR compensate MAWC for the use of its employees to perform water 4 

leak detection? 5 

A. No.  AWR does not compensate MAWC for the use of its employees who 6 

determine the source of water leaks. 7 

Q. Please describe the sewer line protection program that AWR is marketing to 8 

MAWC customers. 9 

A. MAWC customers who have signed up for the water line protection program 10 

have also been offered the opportunity to sign up for a sewer protection program.  If a 11 

customer elects to participate in both programs, the customer is charged $12 per month or 12 

$144 per year for participation in both programs.  Customers that participate only in the sewer 13 

line protection plan are charged $9 per month or $108 per year for sewer line protection.  14 

Customers in the Fenton and Sunset Hills municipalities in the St. Louis district who are only 15 

offered the sewer line protection plan must pay $9 per month to participate.  All customers 16 

participating in the sewer line protection program are also assessed a $50 service fee when a 17 

contractor is dispatched to the home.  In return, the customer is provided protection of up to 18 

$8,000 per sewer line incident that is caused by a pipe collapse, tree-root invasion, blockage, 19 

or normal wear and tear. 20 

Q. Please describe the in-home plumbing protection program that AWR is 21 

marketing to MAWC customers. 22 
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A. AWR has also offered an in-home plumbing protection plan to those MAWC 1 

customers who have signed up for the water and wastewater line protection plans.  Customers 2 

who elect to participate in this program are charged $3.99 per month or $47.88 per year.  3 

According to the brochure mailed to MAWC customers, this program provides coverage for 4 

unexpected events such as “a clogged bathtub drain…leaking washing machine 5 

valve...blocked toilet and more…”  Again customers participating in the in-home plumbing 6 

protection program are also assessed a $50 service fee when a contractor is dispatched to the 7 

home.  In return, the customer is provided up to $1,500 of coverage for any approved repair 8 

work. 9 

Q. How was AWR able to offer MAWC customers its water line protection 10 

program? 11 

A. AWR originally received MAWC’s customer list as part of its initial 12 

April 2003 mailing.  Prior to every water line program mailing, AWR receives an updated list 13 

of MAWC customers from AWW’s service company billing function.   14 

Q. How many water protection line mailings has AWR sent to MAWC 15 

customers? 16 

A. Since April 3, 2003, AWR has mailed letters to MAWC customers urging 17 

them to sign up for its water line protection program on 17 different occasions.  Six of these 18 

17 mailings included a letter of endorsement from MAWC’s then president, Mr. Eric 19 

Thornburg.  In fact, 429,066 MAWC letters of endorsement were delivered to MAWC 20 

customers, as part of AWR’s marketing campaign during a period covering April 3, 2003, 21 

through March 18, 2004.  The following tables summarize the dates and quantities of mailings 22 

that AWR has made to MAWC customers with regard to its water line protection program: 23 
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Water Line Mailings endorsed by MAWC: 1 

Date     Quantity 2 
April 3, 2003      83,321 3 
June 13, 2003      80,316 4 
August 11, 2003     76,585 5 
October 15, 2003     75,443 6 
December 4, 2003     74,214 7 
March 18, 2004     39,187 8 
Total     429,066 9 

Water Line Mailings endorsed by AWR: 10 

Date     Quantity 11 
June 25, 2004      49,413 12 
October 12, 2004     93,911 13 
February 14, 2005     62,319 14 
June 13, 2005      73,936 15 
November 7, 2005     44,879 16 
February 2, 2006     28,394 17 
April 25, 2006        3,438 18 
July 5, 2006        1,470 19 
October 15, 2006        7,520 20 
January 22, 2007       1,911 21 
April 9, 2007        3,332 22 
Total     370,523 23 

     Quantity 24 
MAWC Endorsed Mailings  429,066 25 
AWR Endorsed Mailings  370,523 26 
Total Water Line Mailings  799,589 27 

MAWC discontinued its practice of providing letters of endorsement as part of 28 

AWR’s marketing efforts after March 18, 2004, not long after the Staff had expressed 29 

concerns with this and other practices in testimony, absent any form of compensation, as part 30 

of MAWC’s most recent rate case, Case No. WR-2003-0500.  Nevertheless, all of the water 31 

line protection program mailings occurred only because AWR has been provided with 32 

MAWC’s very unique and specific, captive customer list.  AWR continues to be provided 33 

with updated lists to enable it to effectively concentrate its marketing mailing efforts.  34 
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A representative sample copy of the AWR offering that was mailed with MAWC’s letter of 1 

endorsement as well as a copy of the envelope that contained the offering and displayed 2 

MAWC’s name and return address are attached as Schedule 2, to this direct testimony. 3 

Q. Do the MAWC letters of endorsement that were delivered to MAWC 4 

customers in order to facilitate AWR’s marketing efforts, associated with its water line 5 

protection program, provide significant inherent value to AWR’s profitability? 6 

A. Yes, most certainly.  An examination of the mailings in Schedule 2 reveals that 7 

MAWC provided a letter signed by MAWC President, Eric Thornburg.  In the letter, 8 

Mr. Thornburg provides AWR with MAWC's full endorsement by stating the following: "In 9 

cooperation with our affiliate, American Water Resources, Inc., Missouri-American Water 10 

Company is pleased to introduce a special Water Line Protection Program to cover these 11 

unexpected costs and provide you with peace of mind."  The letter goes on to encourage 12 

MAWC customers to sign up for this program.  The letterhead features the good name of 13 

Missouri-American Water Company as well as the logo used by the Company.  The Staff 14 

believes that customers of MAWC place a great deal of value and trust in the MAWC name 15 

because the Company is the regulated utility that provides them with a physically consumable 16 

product.  Certainly, this type of endorsement provided significant credibility to the services 17 

offered by AWR. 18 

Q. Has MAWC ever received any amount of compensation from AWR in return 19 

for providing its customer mailing list, thousands of letters of endorsement, use of the 20 

Company name and logo as well as its Company President's time and for determining the 21 

source of water leaks?  22 
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A. No.  MAWC has never received any compensation from AWR for any of these 1 

items.  The Staff believes that this is unreasonable.  Absent significant compensation, the 2 

Staff doubts that MAWC would turn over its customer mailing list, lend its Company name, 3 

logo and President's time to provide a full endorsement of the water line protection program, 4 

as part of thousands of letters of encouragement, if some external, or outside third party 5 

offered the plan.  When the Staff questioned this decision as part of the last rate case, MAWC 6 

subsequently discontinued its practice of providing letters of endorsement as part of AWR’s 7 

marketing efforts. 8 

Q. How many sewer line protection mailings has AWR sent to MAWC 9 

customers? 10 

A. The following chart details the sewer line mailings that AWR has sent to 11 

MAWC customers:   12 

Sewer Line Mailings 13 
 14 
Date     Quantity 15 
June 8, 2004      11,042 16 
August 6, 2004     10,051 17 
October 12, 2004       7,801 18 
January 21, 2005       7,748 19 
March 21, 2005       7,518 20 

 May 23, 2005        7,050 21 
 August 8, 2005       7,059 22 
 October 19, 2005     12,732 23 
 February 17, 2006       9,046 24 
 May 10, 2006        9,094 25 
 July 5, 2006        4,445 26 
 September 15, 2006       5,254 27 
 November 29, 2006       7,546 28 
 January 29, 2007       8,740 29 
 March 30, 2007      7, 026 30 
 Total Sewer Line Mailings  122,152 31 

These mailings include those sent at the request of the Fenton and Sunset Hills municipalities 32 

located in MAWC’s St. Louis district between October 19, 2005 and March 30, 2007. 33 
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 Q. How many in-home plumbing protection mailings has AWR sent to MAWC 1 

customers? 2 

 A. The chart below details the AWR in-home plumbing program mailings to 3 

MAWC customers: 4 

In-Home Plumbing Program Mailings 5 
 6 

 Date      Quantity 7 
 August 12, 2006     4,704 8 
 November 29, 2006     1,981 9 
 April 20, 2007      2,877 10 
 Total In-Home Plumbing Mailings   9,562 11 

The Staff has attached representative copies of AWR’s sewer line and in-home plumbing 12 

program offerings as Schedule 3, to this direct testimony. 13 

 Q. How many MAWC customers have signed up for the AWR water line, sewer 14 

line and in-home plumbing programs, respectively? 15 

 A. As of March 31, 2007, MAWC reported that 6,230 customers had signed up 16 

for the water line protection program and 3,346 customers had signed up for the sewer line 17 

protection program.  Of the 3,346 customers that had signed up for the sewer line protection 18 

program, 225 reside in the St. Louis County municipalities of Fenton and Sunset Hills.  The 19 

Company’s response to Staff Data Request 215 indicated that, at May 7, 2007, 479 MAWC 20 

customers had signed up for the in-home plumbing protection program.  Based on the 21 

information provided by the Company, the Staff calculates that AWR collects on an annual 22 

basis from MAWC customers, $373,800 from the water line protection program, $353,352 23 

from the sewer line protection program and $22,935 from customers who signed up for in 24 

home plumbing protection program, for a total of $750,087. 25 

Q. How much profit has AWR earned in relation to the Missouri customers who 26 

have chosen to participate in each of these three protection plan programs? 27 
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A. Staff Data Request No. 170 requested the expenses that AWR has experienced 1 

in relation to serving MAWC customers for these three programs, but MAWC filed an 2 

objection to Staff’s request.  With this information, the Staff would be able to make a more 3 

definitive determination of the profits that AWR should share with MAWC as compensation 4 

for all the services associated with this program that were provided by MAWC to AWR. 5 

Q. Please explain Staff Adjustment S-8.1. 6 

A. Staff Adjustment S-8.1 increases MAWC’s revenues by $137,449 annually.  7 

This amount represents an estimate of the AWR profits that MAWC is entitled to receive for 8 

providing AWR with the services previously discussed.  The Staff calculates that MAWC is 9 

entitled to $93,450 of compensation from the water line protection program, $41,132 from the 10 

sewer line protection program and $2,867 from the in-home plumbing protection plan.  The 11 

Staff has excluded the revenues associated with the sewer line protection program that 12 

resulted in the St. Louis district, because those residential addresses were provided by those 13 

municipalities to AWR. 14 

Q. Please explain how the Staff calculated the $93,450 of compensation 15 

associated with the water line protection program. 16 

A. In the absence of the objected-to-AWR expense information relevant to 17 

MAWC customers, the Staff assumed a 50% profit margin for the water line protection 18 

program being offered to MAWC customers.  The Staff believes that because of all the 19 

services that MAWC has provided to AWR, that MAWC is entitled to 50% of this profit 20 

margin as calculated below: 21 
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WATER LINE PROGRAM 1 

Water Line Revenues     $373,800 2 

Times: Assumed Profit Margin        50% 3 

Estimated Profits     $186,900 4 

Times:  MAWC’s share of profits        50% 5 

Compensation to MAWC – Water Line  $ 93,450 6 

Q. Please explain how the Staff determined the appropriate compensation related 7 

to sewer line protection program and the in-home plumbing program. 8 

A. The Staff also assumed a 50% profit margin for the sewer line protection 9 

program and in-home plumbing program.  The Staff believes that these mailings were made 10 

possible because MAWC has provided AWR with a very unique captive customer list.  This 11 

list cannot be exactly replicated by any outside mailing list provider.  The Staff believes that 12 

MAWC is entitled to 25% of the profit margins associated with these two programs as 13 

calculated below: 14 

SEWER LINE PROGRAM 15 

Sewer Line Revenues     $353,352 16 

Less: St. Louis County municipality revenues $ 24,300 17 

Adjusted Sewer Line Revenues   $329,052 18 

Times: Assumed Profit Margin          50% 19 

Estimated Profits     $164,526 20 

Times:  MAWC’s share of profits        25% 21 

Compensation to MAWC-Sewer Line   $ 41,132 22 
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IN-HOME PLUMBING PROGRAM 1 

In Home Plumbing Revenues    $ 22,935 2 

Times: Assumed Profit Margin        50% 3 

Estimated Profits     $ 11,468 4 

Times:  MAWC’s share of profits           25% 5 

Compensation to MAWC- In-Home Plumbing $  2,867 6 

The Staff contends that AWR has profited because of the actions MAWC has taken.  7 

The Staff believes it is reasonable for MAWC to provide these services only in the event that 8 

it is properly compensated by AWR.  Staff Adjustment S-8.1 includes $137,449 of 9 

compensation to MAWC in its determination of revenue requirement. 10 

Q. Why have you reduced the percentage of profit included in utility revenues? 11 

A. The Staff believes that these programs benefited from all the support that 12 

MAWC provided to AWR for its initial water line protection offering.  This support allowed 13 

AWR to gain a foothold with MAWC customers that it was able to leverage to offer other 14 

services.  However, the Staff recognizes that the effect of this support is somewhat less 15 

regarding the later product offerings. 16 

INCOME TAXES 17 

Q. Please explain how current income tax expense is calculated in Staff 18 

Accounting Schedule 11. 19 

A. Net operating income (NOI), as calculated on Accounting Schedule 9, Income 20 

Statement, is the starting point of the test year income tax calculation (column B) on 21 

Accounting Schedule 11.  The NOI for each rate of return (Line 1, columns C, D and E) was 22 

calculated on Accounting Schedule 1, Revenue Requirement.  The adjusted current and 23 
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deferred income taxes are added back to NOI to determine the NOI before income 1 

taxes (NOIBT).  NOIBT is then adjusted for various tax-timing differences to determine the 2 

amount of taxable income.  The Federal and State income taxes are calculated based on 3 

current statutory rates applied to the taxable income after allowances for applicable income 4 

tax deductions and additions.  State income taxes are deductible in the determination of 5 

Federal taxable income and one-half of Federal income taxes are deductible for State taxable 6 

income. 7 

Q. What is the justification for the additions and subtractions that were used to 8 

adjust NOIBT? 9 

A. The justification for any difference between NOIBT (as reported on the books 10 

and adjusted by the Staff) and taxable income is dictated by the Internal Revenue Code 11 

(Code).  These differences are referred to as timing differences or Schedule M items.  12 

Schedule M is the Federal tax form in which the Company annually reconciles the difference 13 

between book income and taxable income.  The Staff has added or subtracted the Schedule M 14 

items from NOIBT necessary for ratemaking purposes. 15 

Q. Please discuss the Staff’s adjustment to NOIBT for interest expense as shown 16 

on Accounting Schedule 11. 17 

A. Interest expense was calculated by multiplying rate base by the Staff’s 18 

weighted cost of debt, sponsored by Staff witness David F. Murray of the Financial Analysis 19 

Department.  This method of determining interest expense is known as interest 20 

synchronization because the interest used in the calculation of income tax expense is matched 21 

with the interest expense the ratepayers are required to provide to the Company in rates.  22 
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Interest synchronization has been consistently used by the Staff and adopted by the 1 

Commission in past orders. 2 

Q. How did you quantify the income tax adjustment you are sponsoring for 3 

current income tax expense? 4 

A. I determined the adjustment to current income tax expense, Adjustment S-18.1, 5 

by subtracting the test year recorded income tax expense form the current income tax 6 

calculated on Accounting Schedule 11. 7 

Q. Please describe Adjustment S-19.1. 8 

A. Staff adjusted deferred income tax expense to reflect the normalization of the 9 

timing difference related to excess depreciation.  Staff also recognized the deferred income 10 

taxes related to the amortization of prior year deferrals associated with depreciation and 11 

investment tax credit (ITC). 12 

Q. Describe the components of the deferred tax balance included as an offset to 13 

rate base. 14 

A. Staff included deferred income tax balances associated with the normalization 15 

of timing differences in prior years.  The majority of the Staff’s deferred income tax balance 16 

is related to the normalization of accelerated depreciation calculated using various methods 17 

allowed by the Code.  The Staff has also included deferred taxes specifically associated with 18 

the rate base inclusion of the pension liability, which is discussed in the direct testimony of 19 

Staff witness Jeremy K. Hagemeyer. 20 

Q. Why has the Staff used Pre-71 ITC to reduce Rate Base? 21 

A. Beginning in 1971, the Code imposed restrictions that prevented the use of ITC 22 

as a reduction to Rate Base.  Since the restrictions do not apply to Pre-71 ITC, it is being 23 
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provided the same treatment by the Staff as other deferred income taxes that have been funded 1 

by the ratepayer. 2 

Q. Does this conclude your direct testimony?  3 

A. Yes.4 
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Property Taxes 
Property Insurance 
Lab Testing Expense 
Sludge Removal Expense 
 
Type of Testimony Filed:  Rebuttal 
 
 
St. Louis County Water Company WR-97-382 
 
Payroll and Payroll Taxes 
Employee Benefits 
Employee Savings 
Shared Employees 
 
Type of Testimony Filed:  Direct 
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Laclede Gas Company GR-98-374 
 
Payroll and Payroll Taxes 
401 (K) 
Health Care Costs 
Pension Plan 
Director’s Pension Plan 
Trustee Fees 
SERP 
Outside Consulting 
Incentive Compensation 
Advertising Expense 
 
Type of Testimony Filed:  Direct 
 
 
United Water Missouri, Inc. WR-99-326 
 
Payroll and Payroll Taxes 
401 (K) 
Health Care Costs 
Employee Relocation 
Corporation Franchise Tax 
Advertising Expense 
Dues and Donations 
Miscellaneous Expenses 
 
Type of Testimony Filed:  Direct 
 
 
Union Electric Company EC-2000-795 
 
Injuries and Damages 
Legal Expense 
Environmental Expense 
 
Type of Testimony Filed:  Direct 
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Union Electric Company GR-2000-512 
 
Revenues 
Uncollectibles Expense 
Customer Deposits 
 
Type of Testimony Filed:  Direct 
 
 
Laclede Gas Company GR-2001-629 
 
Revenues 
Gross Receipts Tax 
Gas Supply Incentive Plan 
Gas Costs 
Uncollectibles Expense 
Non-Utility Operations 
 
Type of Testimony Filed:  Direct 
 
 
Union Electric Company, d/b/a AmerenUE EC-2002-01 
 
Fuel Expense 
Callaway Refueling 
Legal Expense 
Environmental Expense 
Capacity Purchases 
Midwest ISO 
Payroll and Related 
Incremental Overtime 
 
Type of Testimony Filed:  Direct and Surrebuttal 
 
 
Union Electric Company, d/b/a AmerenUE EC-2002-1025 
 
Legal Expense 
Environmental Expense 
Midwest ISO 
 
Type of Testimony Filed:  Direct 
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Laclede Gas Company GR-2002-356 
 
Revenues  
Gross Receipts Tax 
Gas Supply Incentive Plan 
Gas Costs 
Uncollectibles Expense 
Income Taxes 
 
Type of Testimony Filed:  Direct 
 
 
Laclede Gas Company GT-2003-0117 
 
Financial Aspects 
 
Type of Testimony Filed:  Direct 
 
 
Missouri-American Water Company WR-2003-0500 & WC-2004-0168 
 
Allocation of Belleville Labs Cost to MAWC 
National Call Center 
Compensation for Services Provided from MAWC to AWR 
Information Technology Services 
Capitalization of Shared Services 
Transition Costs 
Cost Allocation Manual 
Affiliate Transactions 
Severance Costs 
National Call Center Transition Costs 
National Shared Services Transition Costs 
 
Type of Testimony Filed:  Direct & Surrebuttal 
 
 
Missouri-American Water Company SM-2004-0275 
 
Acquisition Adjustment 
 
Type of Testimony Filed:  Direct 
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The Empire District Electric Company    ER-2004-0572 
 
Interim Energy Charge 
Fuel Expense 
Purchased Power  
Off System Sales 
KCPL Transmission Expense 
Income Taxes 
 
Type of Testimony Filed:  Direct & Surrebuttal 
 
 
Union Electric Company, d/b/a AmerenUE    GR-2007-0003 
 
Environmental Expense 
 
Type of Testimony Filed:   Direct 
 
 
Union Electric Company, d/b/a AmerenUE    ER-2007-0002 
 
Fuel Expense 
Fuel Inventories 
Callaway Refueling Expense 
Combustion Turbine Maintenance Expense 
Environmental Expense 
Gains on the Sale of Sulfur Dioxide Emission Allowances 
 
Type of Testimony Filed:  Direct, Rebuttal and Surrebuttal 
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