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(Exhibits 5, 6, 7, 8 100, 101, 200 and
201 were marked for identification.)

JUDGE DI PPELL: This is Decenber [sic]
3rd, 2019 and we are here today in the Case Nunbers
G0 2019- 0115 and GO 2019-0116. My nane i s Nancy
Dippell. 1'mthe Regulatory Law Judge assigned to
hear this matter. And we -- these are Spire's --
Spire Mssouri's request to change its Infrastructure
Syst em Repl acenent Surcharge in both its east and west
territory. W have conbined these cases for hearing
pur poses.

|"mgoing to begin wwth entries of
appearance. So can we start with Staff?

MR. BERLIN. Thank you, Judge. Appearing
on behal f of the Staff of the M ssouri Public Service
Conmmi ssion are Kevin Thonpson, Bob Berlin, and Ron
Irving at the Commi ssion's offices at Post Ofice Box
360, Jefferson Cty, Mssouri 65102.

JUDGE DI PPELL: And the O fice of the
Publ i ¢ Counsel .

MR CLIZER: Good norning, Your Honor.
Appearing on behalf of the Ofice of Public Counsel is
John Cizer and Lera Shemnell. And we have provi ded
our information with the court reporter.

JUDGE DI PPELL: And Spire?
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MR. PENDERGAST: Thank you, Your Honor.
Appearing on behalf of Spire, Mssouri, M chael
Pender gast and Ri ck Zucker. And we too have provide
our address and business information to the court
reporter.

JUDGE DI PPELL: Ckay. | will remnd
everyone to silence your cell phones and ot her
devices. And we will -- | believe you' ve all already
gi ven your exhibits to the court reporter; is that
correct? Your premarked exhibits. | received exhibit
lists fromeveryone. Looks |ike those have already
been given to the court reporter.

MR ZUCKER: Your Honor?

JUDGE DI PPELL: Yes.

MR, ZUCKER: W -- we gave our Exhibits
Numbers 5, 6, 7 and 8 to the reporter. 1, 2, 3 and 4
are our applications and our updates to those
applications. They're very volum nous and they're in
I SRS and |I' mwondering if --

MR THOWPSON: EFI'S you nean?

MR, ZUCKER: Yeah. That's the second
time |1've done that.

JUDGE DI PPELL: The court reporter is
still going to need a copy just so that we can have

those officially marked.
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MR, ZUCKER: Ckay. W will get sonething
to her.

JUDGE DI PPELL: So can you get those to
her | ater?

MR ZUCKER: Yes, Your Honor.

JUDGE DI PPELL: Okay. Thank you. As far
as everybody el se on those, everybody else | believe
has access to those, so.

So we del ayed start this norning a little
bit because you all were discussing the tax issue.

And | believe you' ve reached sonme kind of agreenent in
principle, is that correct, on that issue?

MR, PENDERGAST: Yes, Your Honor.

MR, BERLIN:. Yes, Judge.

JUDGE DI PPELL: Al right. So then we'l
expect to have updates or whatever when you get firm
nunbers and so forth al ong the way.

There's a pending Mdtion to Dismss part
of this case that Staff filed earlier. The Comm ssion
is just going to take that notion with the case as a
whol e, so in case you were wondering about that.

Are there any other issues that need to
be di scussed before we begin with opening statenents?
Al right.

MR. CLIZER. | have one question.

TI GER COURT REPORTI NG LLC
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JUDGE DI PPELL: Yes. Go ahead.

MR. CLIZER: Because the cases are
consol i dated for hearing but not officially
consol idated, with the introduction of exhibits do we
need to specify a case nunber or we -- can we assune
If no case nunber is specified, it's for both cases?

JUDGE DI PPELL: R ght. The way it's
going to work is we're just -- this -- this hearing is
for both cases in conbination. So the transcripts and
the exhibits and everything are going to be put in
bot h records.

So if it is specific to East or West -- |

know Staff -- for instance, Staff's reports deal only
with one or the other -- please, you know, signify
that the -- the evidence is specific to that case, but

as far as the hearing goes, all of the evidence for
both cases is going to be duplicated in each of those
records. Does that nmeke sense?

MR CLIZER Yes, it does. Thank you.

JUDGE DI PPELL: Ckay. Any other
guestions about that? Al right then. Let's go ahead
t hen.

| received your list of issues and your
order of wi tnesses and opening statenents. And we're

going to generally adopt that unless there's sone
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changes that need to be made al ong the way. So we'l
go ahead and begin with opening statenents. And Spire
I's our first opening.
MR. PENDERGAST: Thank you, Your Honor.
If it please the Comm ssion, we are here today to
conti nue our ongoi ng discussion regardi ng what can and
shoul d be recovered through our state's Infrastructure
Repl acenent System Surcharge, or | SRS, nechani sm

And |I'm pleased to report that as a
result of previous discussions and the gui dance
provi ded by this Comm ssion in the Conpany's |ast | SRS
cases, we've taken sone inportant steps forward toward
clarifying that issue. There's also been a step or
two taken backward, at |east from our perspective, but
let's start wwth the positive news first.

And the positive news begins with the
nost recent devel opnment that we alerted you to today.
Staff and the Conpany -- and | think OPC does not
obj ect -- have reached a resolution to the tax issue.
W're sinply trying to quantify what the val ue of that
Is and al so work on sone | anguage where the parties
are conmtting to neet shortly and tal k about how we
reconcil e what we think happens in rate cases with
what shoul d happen in | SRS cases.

Obvi ously the parties had different

TI GER COURT REPORTI NG LLC
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positions on that and pursuant to the process we just
went through where we had an extended di al ogue on the
I ssue of our engineering cost analysis and what they
say in terns of the inpact of plastic replacenents,
we're | ooking forward to having a simlar discussion
on the tax issue in the future and see if we can

meek -- make progress there.

O her positive steps, one of the |argest
conponents of the costs that are included in our |ISRS
filing are those expenditures that have been booked to
what we call blanket work orders. These are costs
associated with nuch smaller-scale projects such as
replacing a leaking line or a line that is corroded,
as well as facility relocations that are being
undert aken pursuant to a nmandate by a local or state
governnental entity as part of a public inprovenent
proj ect .

The Conpany provided a nuch nore granul ar
set of analyses in these cases, which group these
bl anket work order expenditures into various
categories, those that are clearly ISRS eligible. And
we then | ooked at all the transactions or we | ooked at
the transactions associated with it and came up with a
figure for what should be included and what shoul d be

excl uded.
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| think Staff has had an opportunity to
go ahead and | ook at that database and that categor--
categorization of these various transaction and has
determned that it's satisfied that these are | SRS
eligible investnments. OPC has al so taken a | ook at
these and at least it has indicated that for those
bl anket work order charges done for |eaking |ines that
were replaced or relocations, it's on board with those
too. So | think that's been a positive step forward.

A second step forward was the truly
remar kabl e progress nmade in perform ng and presenting
the nore extensive anal yses that the Conm ssion
advi sed the Conpany to pursue if it wanted to renew
its claimthat the replacenent rather than re-use of
plastic facilities as part of its main repl acenent
prograns actually served to reduce, rather than
i ncrease, its | SRS costs and charges.

As you may recall, during the |last |ISRS
case, the Conpany presented engi neering anal yses on
ten projects. | think | still renmenber Comm ssi oner
Kenney said that didn't quite neet his expectations
and he thought that nore information should have been
provi ded.

And to that end, the Conmm ssion provided

what we call an evidentiary roadmap in its Report and
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Order that basically said if we want to try and

i nclude these as eligible expenditures in the future,
they wanted to go ahead and see the sane kind of

anal ysis done for all of our |ISRS projects.

To that end, we took the Conm ssion's
gui dance very seriously and have now prepared and
subm tted 509 individual engineering cost studies for
all of our ISRS projects that are included in this
case.

In those instances where a study showed
that replacenent rather than re-use of plastic
actual ly increased cost, the Conpany elim- elimnated
fromits I SRS ask the increnental increase associ ated
with that particular project. |In those instances
where the study showed that replacenent rather than
re-use of plastic reduced cost, the Conpany i ncl uded
the actual cost of the I SRS project. That neans that
to the extent that it did save noney, those savings
were flowed through to custoners as part of our | SRS
filing.

In total, these 509 anal yses on a net
basi s showed that replacing rather than re-using
plastic facilities reduced the Conpany's | SRS costs
and charges for all of Spire M ssouri by approximtely

1.6 mllion dollars.
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| want to say that we're very
appreciative to the Staff. They cooperated closely
with the Conpany in review ng these cost studies and
I n suggesting various enhancenents that would help
facilitate its review And Staff has also indicated
inits recommendation and testinony that such studies
conply with the evidentiary roadmap that was
establ i shed by the Conm ssion, and denonstrate the
eligibility of the Conpany's | SRS costs.

And just on a personal note, | want to
say that | think this was an exanple of regul ation at
Its best. You know, the Comm ssion put sonething in a
Report and Order that said, you know, this is really
what we need to see. And then its Staff worked very
hard to coordinate with us in neeting what the
Conmmi ssi on' s expectations were.

And, you know, in these quick | SRS cases
where you don't have a lot of tine to discuss and
anplify and el aborate on issues, having a nulti-nonth
process where parties could go ahead, engage in a
del i berative, collaborative iterative process for
trying to find a specific answer was | think a very
good exanpl e of how good regul ati on can be carried
out .

Unfortunately, not everyone took the sanme

TI GER COURT REPORTI NG LLC
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step forward. Although invited to participate in the
process for determning the inpact of plastic
replacenents, OPC, as its states in its testinony,
whet her because of resource limtations or otherw se,
did not really review these studies or otherw se
engage in the anal ytical process.

| nstead, OPC continues to oppose the
recovery of these costs on the theory that there nust
be sone cost to replacing plastic facilities even
t hough the studies that they ignored say otherw se.
Even worse, OPC is now arguing that the cost of
repl acing 100-year-old cast iron mains should not be
recoverabl e under the | SRS because the Conpany has not
sufficiently denonstrated that they are in a worn out
or deteriorated condition.

This is a new argunent that wasn't even
addressed by the Western District Court of Appeals in
its order that remanded this issue to the Conm ssion
sonme tinme back.

In making this assertion, the OPC has not
only disassociated itself conpletely fromthe
anal yti cal process we went through in conpliance with
the Commi ssion's evidentiary roadmap, but it's also
seeking to effectively re-litigate the issue of

whet her these facilities are in a worn out or
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deteriorated condition and necessary to conply with
safety requirenents, sonmething that the Conm ssion
specifically determ ned was the case in its |ast
Report and Order.

In taking this position that they --
these facilities aren't worn out or in a deteriorated
condition, I think OPC sinply ignores the fact that
many of these facilities already are well past the
useful service life that their own w tness who deal s
wi th depreciation has previously estinmated or
endor sed.

Now, you know, | think OPC makes nuch of
the fact that you can't rely on the useful life of a
facility alone to make a determ nation of whether it's
worn out or deteriorated. And, you know, we agree.

It -- taken alone, it's not a conpletely decisive
factor.

But it al so doesn't nmean nothing. Ckay?
It is sonething that's inportant. Depreciation
prof essi onal s | ook not only at the pace of what the
utility under examnation is replacing facilities at.
They took at what's happening wth other utilities and
what their experience is. And so when you have cast
iron main that's 100 years old and it's got a

depreci abl e useful |life of 80 years, you know, that

TI GER COURT REPORTI NG LLC
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woul d suggest that it may be tine to do sonethi ng.

And you conbi ne those with the numerous
federal and state adnoni shnents over the past decade
urgi ng the expedited replacenent of these kind of
facilities in the wake of catastrophic failures that
resulted in death, injury and property destruction.

| think it also ignhores the
susceptibility of these naterials to corrosion and
cracking, as well as the deterioration that naturally
and inevitably incurr-- occurs when sonething is
buried in the ground for a century.

| nstead of recognizing these | aws of
physi cs and chem stry, OPC suggests we return to a
time before these events occurred and before gas
utilities like Spire inplenmented D stribution
Integrity Managenent Plans in which cast iron and
unprotected steel is viewed as a high risk right after
third-party danmage.

In fact -- and suggest we return to a
time before those events occurred and sinply use prior
criteria relating to the nunber of |leaks within a
certain specified period of tinme that the Conm ssion
used as kind of a m ninum standard when it first
approved these replacenent prograns. And | enphasize

that these were m ni numrepl acenent requirenents, just

TI GER COURT REPORTI NG LLC 14
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in the same way that the Comm ssion's whol e safety
standards are m ni nrum st andar ds.

And, you know, after we've experienced
what we've experienced, after we've seen | eaks and
graphitization and corrosion occur on these facilities
and we | ook at the fact that many of them are well
past their useful life, we don't believe relying on
certain critical mass of |eaks to occur on a
facility -- while it should be used for prioritizing
what you replace, it shouldn't be the first warning
that you have that this facility needs to be repl aced.

Escapi ng gas is not a good early warning
system Bad things can happen when gas escapes. And
the idea is to get ahead of it and be proactive and
make sure that these susceptible, high-risk facilities
are replaced hopefully before sonething bad happens.
And | woul d hope that the Conm ssion agrees with that
proactive approach.

Anot her issue we have in this case that
was raised by OPC is overheads. And OPC is suggesting
for the first time that the overhead costs assigned to
| SRS projects is too high and should be elimnated in
their entirety. OPC al so suggests that these
overheads may in sone way already be included as an

expense or otherw se in base rates and so assigning
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and capitalizing themas part of an |I SRS project may
be doubl e recovery of those costs.

We believe OPCis sinply wong on this
point. And nore to the point, this is a classic
exanpl e of an issue that should be raised and dealt
with in arate case. As you may recall fromthe rate
case, all rate cases that we had at the end of 2017
and early part of 2018, one of the issues was how does
Spire allocate and spread costs to various functions.

And | think our controller, TimKrick,
went into a detailed discussion of the four-step
process we use for that. And, you know, it's in the
context of that kind of proceeding that this sort of
i ssue | think should be raised.

But in any event, Staff [sic] has filed
testinony. They've selected sone | SRS projects and
they've said well, 55 to 57 percent of the cost of
these projects are overhead. And |I'm not sure what
t hey think people should nake of that, you know.

Sheer nunber doesn't really tell you anything about
whet her costs have been properly all ocated and
assigned to these projects.

But just to be clear, | think it reflects
a m sunder st andi ng of what goes into a successful |SRS

project or a m sunderstandi ng of where costs
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associ ated with those projects are put.

And if you | ook at the overheads, first
of all, those overheads include -- include all of the
enpl oyee benefits. | nean from nedical to, you know,
401K mat ches, on and on and on. And a rule of thunb
that's been used in the past is the cost of an
enpl oyee, about 40 percent of it's going to be
benefits.

Not only do we have that in the
over heads, but if you're going to do this I SRS work,
you don't just send the guys out into the field and
say start digging and put sone pipe in. There's a |ot
of engineering analysis, a lot of drafting that goes
in to determ ning where you put these facilities to
make sure that they conply with all state and federa
safety requirenents, to nake sure the operational

pressures are what they shoul d be.

And a nunber of the engineers that worked

hard to provide 509 cost studies in this case do that
kind of work and their work is properly chargeabl e as
an overhead to these projects.

There are other things that are incl uded
in those overhead costs, including | easing the
vehi cl es necessary to take the people to their job

site, the equipnent that is used on those job sites,
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gas that is used. You know, there's a variety of
expendi tures |ike that.

And you know, if you | ook at what goes in
t hat bucket, you're going to |ook at 55 percent or
54 percent or 53 percent and you're going to say that
| ooks pretty -- you know, neets ny expectations. That
does not | ook unusual. | want to enphasize that, you
know, this isn't sonething that we just started doing.
W' ve had the sane kind of allocation of overhead
costs in roughly the sanme proportion for a nunber of
years now.

And OPC seens to suggest that maybe
you' re doubling up on sonething that was done in a
rate case, but the rate-base that was included in the
rate case, you know, is entirely separate fromthe
rate- base that we're putting in now

And to the extent that we've capitalized
t hese overheads, that's going to show up in a future
rate case. |It's going to show up as oh, you're doing
this amount of capital work versus your enployees are
doing this anount of O and Mwork that's just expense.

And because it shows up in that
cal cul ation, you are, by its very nature, reducing
your O and M expense. In fact, | think Spire had

relatively low O and M expenses and you can't possibly

TI GER COURT REPORTI NG LLC 18
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be doubling up on these things. It all factors from
an accounti ng standpoi nt through the process.

And agai n, you know, when we capitalize
t hese overheads, what you' ve got to renenber is we're
capitalizing them That nmeans we're not asking
custoners to pay 100 percent of the cost of whatever
enpl oyee or whatever function is being allocated to
t hese over heads.

Because they're capitalized, we' re asking
custonmers to pay 10 to 15 percent of it by way of a
return of and return on those facilities, rather than
just the full anmpunt of their wages and sal ari es at
the tinme. So fromthe standpoint of custoners, it's a
pretty good deal. And it's a pretty appropriate deal,
because by capitalizing it, you stretch out your
recovery of these costs that were incurred on this
proj ect over nmany years, just as the cost of the pipe
I's spread out over many years. It's an appropriate
thing to do.

And the other thing is -- and | don't
want to nention the tax issue, | don't want to upset
up anything, but one of the things is that by
capitalizing these overheads, we do get tax deductions
for them And it's the 2638 tax deduction we've
tal ked about. And in the past, we've flowed through
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t hose tax deductions to custoners.

So here's the deal. |'m assigning
overheads to these I SRS projects. You only have to
pay a relatively small portion of it and I'm giving
you a tax benefit besides and flowing it through
rates. You know, pretty good deal. And this
Conmm ssion has, in the past, recognized that to the
extent utilities can use the tax laws to get this
source of financing and provide benefits to its
custoners, it should do that.

In any event, getting rid of this and
reduci ng the amount we capitalize, we think it would
be counterproductive. W don't think it would serve
our custoners well. But if we are going to do
sonething like that, we ought to do it in the context
of a rate case, as | think Staff observed as well in
its position of statenent.

We shouldn't do it in an | SRS proceedi ng
where you have five days to kind of address the issues
t hat have been raised rather than the nore deliberate
process you get in a rate case.

The Judge has al ready indicated that
we're going to go ahead and take Staff's Mdtion to
Exclude fromthe | SRS those investnents that weren't

recovered in the |ast rate case, so | have no

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

20



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

intention of rearguing the |law on that.

| would just sinply note that the sane
process that we went through to prove up the
eligibility of the investnents that were included --
the new investnents that were included in this case
were applied to the old investnents and they had the
sanme results. So to the extent we've denonstrated the
eligibility of the newer investnents, we've also |
t hi nk denonstrated the eligibility of the ol der
I nvest nent s.

And since under the I SRS statute as | ong
as it wasn't included in rate-base in your last rate
case, which none of these older |ISRS investnents were,
they're eligible to be considered by the Conm ssion.
So we would sinply urge you to do that. There's no
good reason to sit there and nmake us wait to begin
recovering these eligible investnents.

And here's the section on incone taxes,
which | get to skip. So that sort of sunmarizes ny
points. |f you have any questions, |'d be happy to
answer them

JUDCGE DI PPELL: Are there Comm ssi oner
questions? Conm ssioner -- M. Chairmn?

CHAI RMAN SI LVEY: Thank you.

BY CHAI RVAN SI LVEY:
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Q So the Conpany is claimng that the
repl acenents nade between Cctober 17th and June 18th
neet the requirenents of ISRS eligibility under
Sections 393. 10097

A Yes.

Q All right. How can a Conm ssi on deci sion
on eligibility for that time period not alter or
nodi fy the Conm ssion's existing decision in
GO 2018- 0309 and 2018-3107

A Yeah. And |I'mglad you asked that.
First of all, that prior decision deals with a
different period of tinme. W are not asking you to
revisit that issue. W are not asking you to give us
the I SRS revenue that we have foregone.

Since that tinme, that is a matter that is
up before the appellate courts and they will make that
decision. And if they decide in our favor, they can
provi de, under 386.520, a tenporary rate adjustnent
for the period that would go up to the tinme that new
rates based on new evidence went into effect in this
case.

The thing is, the Western District Court
of Appeal s doesn't have the benefit of the new
evi dence that we've provided pursuant to your

evidentiary roadmap in this case. |It's dealing with
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ol der evidence. And so | don't think there's any
conflict with that.

And if | could just give an exanple, we
had sonme of our | SRS costs under appellate reviewin
the last rate case. That didn't stop the Commi ssion
fromexercising its regulatory power and rebasing
those | SRS anounts.

And | think you just, fromny
perspective, need to be very careful about allow ng
appel l ate courts to go ahead and determne what it is
that you can do in exercising your own rate-nmaking
powers. You know, the courts have a noot ness doctrine
that over the year they had an issue raised. The
Conm ssi on went ahead and had anot her rate case,
exercised its rate-nmaking power and the Court said
well, it looks like that's nooted; | can't provide
relief. Nowit can with this special statutory
secti on.

But it's the Comm ssion that drives the
bus on how and when it exercises its rate-nmaking
powers, not the Court. And you can inmagi ne how
difficult things mght be if you had this ongoing
series of costs that couldn't be considered, whether
it's in a FAC, whether it's in an I SRS, whether it's

in arate case because sonebody at the appellate |evel
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IS review ng sone issue based on ot her evidence
associ ated with those costs.

And | don't think that's the way the
appel l ate courts work. | think they respond to what
you do, rather than you responding to what it does.

Q So on that point, in State ex rel.

M ssouri Cabl e Tel ecomuni cati ons Associ ation via

M ssouri Public Service Conm ssion from 1996, the
Court said that while a Conm ssion decision is being
appeal ed, the Conm ssion cannot nodify, extend or

I ssue a new order on that issue.

A You know, and -- and once again,
Conmm ssi oner, we're not asking you to do that. W're
not asking you to change your old order in any way.
You made your decision. You said we didn't provide
sufficient evidence to justify the inclusion of those
| SRS costs and we're not saying go back and change
t hat deci sion.

But what's happened now i s you have
anot her | SRS proceeding, just |ike conm ssions have
had new rate case proceedings. There's new evidence
t hat has been introduced. And you do not have to
wait, just because sonme of these costs are under
review under a different set of evidence, to go ahead

and defer action on this.
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And like | said, if you start doing that,
you know, kind of where does it stop? |'mnot aware
of rate cases where you cone into a rate case and
because sone issue is on appeal, it's that we can't
consi der these costs in this rate case.

| mean what happens is you nove forward,
you exercise your rate-nmaking powers. And if you
supersede the rates that were in effect, then the
Court will say, you know, maybe | can't provide relief
because the Conm ssion has acted. There are new rates
in effect based on new evidence and I, the Court, have
to respond to that rather than the Comm ssion havi ng
to say I can't nove forward and exercise ny
rat e- maki ng powers because sonething's going on up
her e.

Q kay. So in that case we deci ded
eligibility. And in this case you' re arguing
eligibility. So howis that different?

A It's different because we're arguing it
on the basis of new evidence. W're arguing it on the
basis of the evidence that we devel oped pursuant to
the evidentiary roadmap that you gave us. This is
evi dence that's not included in the appeal. It's not
evi dence that can go ahead and be considered by the

Western District because it wasn't in the | ast case.
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But it is in this case now.

And ny point is you don't have to defer
your rate-nmaking powers to not consider this evidence
and to go ahead and say we're stuck and frozen in tine
until appellate courts deci de sonething about this
past peri od.

Like | said, if the Court upholds the
Comm ssi on, you know, well, then it will be a npot
i ssue, to use that word. And if it should rule in
favor of us under 386.59-- or 520, it would provide a
tenporary rate adjustnment for the period between when
your | ast order went into effect and when a new order
approving I SRS went into effect.

So there's a nechanismthere, and that
nmechani sm was basically designed to address the very
noot ness i ssue that parties kept on running into when
the Commi ssion would go forward, exercise its
rat e- maki ng power based on new evidence in a rate case
or whatever and decided new rates while the Court was
still considering an appeal involving, you know, sone
el ement of cost of revenues that is now invol ved and
superseded by the rate case.

Q So to be eligible for | SRS under Section
393.1009, the project needs to denonstrate those two

factors in the statute to be installed to conply with
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state or federal regulation or to be in a worn out or
deteriorated condition. So how do the cost avoi dance
studies for the projects that you include for these
pl astic replacenents denonstrate either of those two
statutory requirenents?

A. Wll, | think what the cost avoi dance
studies do is they're directly responsive to Western
District's, you know, opinion that we had a renmand
proceedi ng on where it said | want the Conm ssion to
determ ne what costs, if any, are associated with
repl aci ng pl asti c.

And, you know, we had 10 studies in our
| ast | SRS case that tried to verify that there was no
cost. Now we have 509 studies that verify that by
re-using that -- or by replacing that plastic rather
than re-using it, there is no added cost; in fact, it
reduces | SRS charges and costs. And as | said, the
Staff has -- has agreed.

Now, as far as neeting the standards, you
determined in the |l ast rate case that our bare steel
and cast iron replacenent prograns were indeed
replacing worn out or deteriorated -- worn out or
deteriorated facilities and that they were necessary
to conply with safety requirenents.

So | think you've decided that once and |
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think the evidence that we've provided with the
engi neer we're going to have testify today, what we
tal ked about in our Direct Testinony indicates that
these facilities are definitely worn out or

det eri or at ed.

| mean al nost everything deteriorates
with age. |I'ma prine exanple of that. Wether
you' re tal king about people or you're tal ki ng about
facilities, they deteriorate with age. And when
t hey' ve gone 10, 20 years past their estimated useful
life, I think you can fairly conclude that these are
worn out or deteriorated in conpliance wth that
stat ute.

| mean when our guys go down and they
want to renove a cast iron main in Tower G ove Park
and they go down and they try and dig it up and it
crunpl es, you know, into a pile of dust, you know,
that's just an indication that it's worn out or
det eri or at ed.

That's why PHMSA sent the Comm ssion |
think a letter, sent utilities letters saying these
kind of facilities have denonstrated sone real risk
and real problens and you need to go ahead and repl ace
them And | think they specifically nentioned the
| SRS nechani sm as the kind of thing that nakes that
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possi bl e.

So | don't think there's any question
and, you know, our engineer will be happy to tell you
that he knows that this cast iron bare steel is
deteriorated with nmetaphysical certitude. There's
absol utely no question and we need to go ahead and get
It out sooner rather than |ater.

Q Yeah, but | think the question is about
the plastic conmponents that we're tal king about.

A Well, and what we've done with the
pl astic conponents is we've done what the Court told
us to do and we' ve determ ned what the cost of those
pl astic conponents were. And if we were trying to
recover costs associated with those plastic
conponents, | think we m ght have a problem

But we're not trying to recover costs.

W are, by replacing that plastic rather than re-using
it, reducing our |ISRS costs and charges conpared to
what they would have been incurred if we'd actually
tried to re-use that plastic.

Q So are you going to be arguing that the
costs are incidental ?

A Yeah, | think they're incidental.

Q That the costs are incidental or that the

conponents thensel ves are incidental ?
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A | think the replacenent plastic in nany
of these instances is incidental. But -- but we're
not incurring costs to replace it. W are avoiding
costs to replace it. And you folks are well aware of
t he avoi ded cost concept. And you can't sit there and
say this plastic is causing a cost that we're trying
to recover in our |ISRS when it's not.

Getting rid of this plastic, you know,

because -- replacing it rather than re-using it
reduces costs, it's a freebie. | nean, you know --
and -- and we're avoiding all of the problens

associated wwth trying to re-use this plastic and have
a, you know, sort of Rube Col dberg type of

di stribution system where you have a nain here and
you're trying to take it up here and putting joints
on.

And not only are we able to avoid that
kind of situation, but we're able to save the custoner
noney in the process. That, to us, is a fantastic
result and justifies including everything we have in
our | SRS.

| nmean if you wanted to say what do | do
about the plastic, you could say since you' ve incurred
a negative 1.6 mllion with replacing that plastic, |

want to exclude all inpacts fromthe plastic, you'd
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probably increase our SRS rates by 1.6 mllion.

W' re not suggesting that you do that, but certainly
there is no basis -- no econom c basis for not

i ncluding themin our ISRS filing.

Q Does the Conpany have an internal policy
for determning which inc-- incidental costs are
expensed versus which are capitalized?

A Sure. Yeah. | nean, we have a very
robust systemfor doing that and it's really tied
to --

Q And how do you determ ne which ones are
expensed and which ones are capitalized --

A vell --

Q -- as it pertains specifically to
I nci dental expenses?

A Vll, | think the general rule is that
you | ook at what the person is working on and are they
wor king on a capital project or are they, you know,
wor ki ng on a non-capital project. For exanple, all of
our people that go out and do | eak surveys and t hat
sort of thing, they're not working on capital
projects, so they get conpletely expensed.

When you | ook at our engi neers, nost of
our engi neers are doing construction, planning,

drafting and mapping so nost of their costs are going
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to be allocated to capital.

Q kay. Those are all ny questions for

now. Thank you.

JUDGE DI PPELL: Thank you.

Commi ssi oner Kenney?

COW SSI ONER KENNEY:  Yeah. Thank you.
BY COWM SSI ONER KENNEY:

Q Just going back with the Chairnman's
questions, | appreciate your cost efficiency study and
I"mvery synpathetic to the process. And | watched
Spire, Mssouri Gas, |'ve watched theminstall pipe,
splice pipe, replace pipe and that nakes a | ot of
sense and | can understand the reasoning.

But how do you get by the Court's
decision that it has to be worn out or deteriorated?

Because your tes-- the testinony was so sparse on that

that this is worn out and deteriorated. It has
nothing -- that's the reason it was kicked back. It
was not because of a cost savings. And I'm-- |I'm--
hey, | understand and | agree with that. | can

support that. But how do we get by that argunent
that's being nade?

A Vell, I -- 1 think how you get by it is
you | ook at the fact that to the extent any of these

plastic facilities aren't worn out or deteriorated, we
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need to determne what it costs to replace themrather
than re-use them

Q Well, but you -- your wi tnesses don't
make nmention of -- that they're worn out or
deteriorated. That's what surprised ne. Just a
statenent they're worn out or deteriorated, | --
that's -- that neets that criteria.

A | -- | guess, Comm ssioner, what |'m
saying is they didn't spend nuch of any tine on
tal ki ng about the plastic being worn out or
deteri orated because while sone of it may be, sone of
it may be old enough that you could go ahead and say
t hat .

That issue kind of becane irrel evant
because the Court determ ned, you know, |'mnot at al
convinced that this plastic, you know, is -- is worn
out or deteriorated. So tell me, Conm ssion,
determ ne what are the costs associated with repl aci ng
that plastic.

And what we've done with these 509
engi neering studies is go ahead and say when we
replace this plastic rather than re-use it, you know,
there are usually going to be cost savings. |It's
al ways going to be -- it's not always going to be

cheaper to do it, but usually cheaper to do it. \Were
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it was nore expensive if you replaced rather than
re-used it, we took out the added expense so that
we're not including anything for these arguably not
worn out or deteriorated facilities. And when it was
cheaper to do it by replacing those rather than
re-using it, we flowed through the benefits of it.

So | guess ny question would be that
gi ven that economi c analysis that Staff | think has
now endor sed, whether they're worn out or deteriorated
doesn't nmake any difference anynore because there's no
cost to getting rid of them

Q Ckay. Thank you.

MR ZUCKER: Well, Conmm ssioner -- I'm--
Conmm ssi oner Kenney, are you asking whether the
plastic is worn out or deteriorated or whether the

cast iron?

COMM SSI ONER KENNEY: |''m not tal king
about cast iron. | just renenber when we had
di scussi on about the plastic -- replacing the plastic
and -- and it was argued that we shouldn't -- you
know, and I -- | was -- just wanted to nmake -- find

t hat argunment out.
MR. PENDERGAST: And | apol ogi ze. |
t hought you were on the plastic. And if you're on the

cast iron --
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COW SSI ONER KENNEY:  No. |'mnot on the
cast iron. |I'mjust --

MR. PENDERGAST: Oh, you're not. Ckay.

COW SSI ONER KENNEY:  No. | -- |
understand that process. | was just tal king about the
pl astic.

MR. PENDERGAST: Okay. Ckay.

COW SSI ONER KENNEY:  And you were --

MR. PENDERGAST: And that's why, you
know, we -- we don't think it nerits a |ot of
di scussi on because there's no cost associated with
getting rid of it.

COW SSI ONER KENNEY:  All right. Thank
you.

JUDGE DI PPELL: Comm ssioner Rupp, did
you have any questions?

COW SSI ONER RUPP:  No, | didn't.

CHAI RVAN SILVEY: | have a foll ow up

JUDGE DI PPELL: M. Chairnman.

CHAI RVAN SI LVEY: Thank you.
BY CHAI RVAN SI LVEY:

Q So back on that point that the

Conmm ssi oner was just tal king about, in the Court's
decision in footnote five it says, W recognize that

the replacenent of worn out or deteriorated conponents
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will, at tinmes, necessarily inpact and require the
repl acenent of nearby conponents that are not in a
simlar condition. Qur conclusion here should not be
construed to bar -- to be a bar to ISRS eligibility
for such replacenent work that is truly incidental and
specifically required to conplete the replacenent of
worn out and deteriorated conponents.

However, we do not believe that Section
393.1009 sub 5, sub A allows ISRS eligibility to be
boot st rapped to conponents that are not worn out or
deteriorated sinply because they are interspersed
wi thin the sane nei ghbor hood system of such
conmponent s.

So goi ng back to ny question, how are we
determ ning that they are truly incidental and
required for the replacenent of the ones that are
clearly worn out and deteriorated. R ght? So if
you -- if you have to replace say a joint -- and |I'm
not an engineer so |'mjust trying to conceptualize
this in ny head.

So if you have to replace sonething, |
woul d assune that the conponents that connect to what
you're replacing would be incidental. But the
conponents that attach to that conponent, probably

not, at least in ny mnd. So howfar out is the
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epi center fromthe worn out and deteriorated conponent
to when it no | onger becones incidental ?

A. Yeah. Well, | -- | can say on a nore
broad basis that none of these plastic facilities are
bei ng replaced just to replace them They're al
bei ng repl aced rather than reused because we need to
do that in conjunction with a main repl acenent
program

Now, the Court may say, that, you know,
once you start replacing a certain nunber of themat a
certain distance, we don't think it's incidenta
anynore. But what we did was say, okay, we're going
to go ahead and | ook at what the Western District |
think told the Conmssion to do. And that's if it's
not sonething that qualifies as incidental, tell ne
what the costs are for replacing it.

And if it has a zero cost, if it has a
negative cost, you do not have any -- fromny
perspective -- policy or econom c basis for saying |
need to go ahead and reduce | SRS costs and charge us
for these non-existing costs.

Q Well, the Court clearly contenplates that
there's a difference between what is incidental for
repl acenent and what is being bootstrapped and not

necessarily necessary. So in the Conpany's m nd where
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Is that threshold between when it becones -- when it
crosses fromincidental to being bootstrapped?

A. You know, | would say that, you know,
it'"s -- it's, you know, going to depend on a w de
variety of factors that 1'd kind of be foolish to try
and set sonething out that does that. And -- and, you
know, we haven't tried to go ahead and nake t hat
determ nati on now t hat we have gone ahead and done
sonet hing that the Court never saw.

It never saw this the first tinme this was
appealed. It never saw this cost analysis. |t never
knew t hat you actually saved noney by repl aci ng these
plastic facilities rather than re-using it. That's
what we tried to go ahead and denonstrate in the | ast
rate case. |Is -- the Conm ssion said, Chairnman, not
good enough.

So we went ahead and said okay, fine.
We'll do what you said. |If we want to renew this
argunent, we'll evaluate each and every repl acenent
project to determ ne what the inpact is of replacing
pl astic.

We have now done that. |f replacing
plastic had a cost, we elimnated that increnental
cost. And if it saved us noney, we flowed those

savings through to custoners. And | don't think
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there's anything in the Western District Court of
Appeal s opinion that says you have to ignore econonc
reality, you have to ignore what's actually happeni ng
when these projects are undertaken and when you're
repl acing sonme plastic rather than re-using it.

Q But is there anything in the decision

that justifies going beyond the statute?

A Vell, I -- 1 don't think you' re going
beyond the statute. | think you're falling squarely
within the statute when you're -- you know, to say we

have to elimnate a cost because you incidentally
repl ace sone plastic in connection with this would be
to say | don't care if that replacenent of plastic
caught -- costs nothing, | don't care if that
repl acenent of plastic actually saved noney. |
soneha-- sonehow have to allocate sonme cost to it.
And | don't think froman avoi ded cost
st andpoi nt, which this Comm ssion has well recogni zed
in the past, froma cost causation standpoint that
you' re under any requirenment to go ahead and respond
to the Western District in a way that says we've
I gnored economc reality here at the Conmm ssion and
we're just going to disallow sonme costs to disallow
sonme costs that really aren't costs at all.

Q So insofar as the Court has contenpl ated
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there is a difference between what is incidental and
what is bootstrapped, the Conpany is not taking a
position on where that -- the line is?

A well, I -- I -- 1 wuld venture to say
that nost of these are incidental in nature, depending
on how you want to read the mnd of the Court in what
it had, but --

Q VWhat is the Conpany's threshold for
i nci dental ?

A Well, | nean, you know, since we've done
engi neering studies and we've shown that replacing
this plastic saves custoners noney and it doesn't have
any net cost to it whatsoever, we haven't been very
concerned about the incidental aspect of it because we
are saving our custoners noney. There is no cost
associated with replacing this plastic, period.

There -- there's no cost.

Q Vell, I"'mcertainly famliar with the
di fference between attaining policy goals and
following the statute. | just struggle froma
regul atory perspective with know ng how to handl e t hat
situation when the statute clearly |lays out, the case

| aw clearly contenplates. And then you' re com ng at

nme with an argunent of well, but it's -- it saves
noney, which is a greater goal. It seens |ike that's
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nore of a valid -- value proposition than actually
statutory construct.

A I"'m-- I"'m-- I"m-- and what we've tried
to do is be conpletely responsive to what the Western
District said you should do. And what they said you
should do is let ne know what costs -- excuse ne, what
costs are associated with taking this plastic out of
the ground. Whether it's incidental or not, | want
you to determ ne what those costs are.

And I'mjust here to tell you, Chairman,
based on 509 engineering studies, there's no cost.
It's a freebie. And -- and there's nothing in the
| SRS statute that | think you can construe to say, you
know, disallow costs whether those costs exist or not.

Q Okay. Thank you.

JUDGE DI PPELL: Any ot her Conm ssi oner
guesti ons?

QUESTI ONS BY JUDGE DI PPELL:

Q Ckay. | have just a couple nore.
A Sur e.
Q And | don't want to beat a dead horse

here, but | just want to nmake sure that | understand
your -- your argunent.
So is the Conmpany sayi ng that because the

pl astic has a negative cost, it doesn't -- you don't
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have to reach the point of worn out or deteriorated
because the Conpany is not asking to be reinbursed for
any costs associated with that plastic? |Is that --

A | think that's basically correct, yes.
It's -- it's -- it's a freebie, it's a non-cost
proposition and, therefore, there's nothing to exclude
fromthe ISRS. And if you wanted to exclude fromthe
| SRS the costs associated with replacing this plastic,
it would be a negative cost of 1.6 mllion and you
woul d need to increase the ISRS by that anmobunt. W
haven't asked to do that, but that's how you would go
ahead and say | want to exclude the costs associ ated
with replacing rather than re-using this plastic.

Q So the Conpany could have cone in here
wWith just the steel and cast iron, ignored the plastic
and it would have been 1.6 mllion dollars nore?

A If -- if -- if we had said based on our
engi neering studies we want to reflect in our |SRS
what the inpact of replacing this plastic was rather
than re-using it but we've excluded the plastic, we'd
have to say increase our ISRS rates by 1.6 mllion.

Q Ckay. And then back to the cast iron and
the steel and the worn out and deteriorated. What
specifically was your evidence with regard to that

that the cast iron and the steel -- we've been talking
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t oday about what we all know, but we're in the
situation where we have to have evidence. W can't
just know it.

A Yeah. And -- and we relied pretty
extensively on the Conm ssion's own finding in the
| ast | SRS case that these facilities were in a worn
out or deteriorated condition and, that, you know,
they were necessary to conply with safety
requi remnents.

Now, Public Counsel is choosing to
re-litigate that issue and we will go -- we had sone
in our Direct Testinony that talked about it and we'l]l
talk about it nore in our Rebuttal Testinony now that
we' ve seen their Direct Testinony.

Q Ckay. One last question just -- and this
isjust -- I"'m-- I"masking for free | egal opinions
here. So in the Comm ssion's order denying the | SRS
costs that are on appeal, is it your interpretation of
the Conm ssion's order that they deened the costs to
be ineligible or that they said that there wasn't
enough evidence to determne eligibility or does that
matter? Does it matter?

A | -- ny owmn viewis that if you | ook at
how t hat case progressed and what the Comm ssion said

inits Report and Order, | think that they thought we
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were on the right track as far as these engi neering
cost anal yses that we were doing. Analyses that no
party has ever disputed even though we've done them a
nunber of tines now.

And so when the Conmmi ssion said if you
want to renew your objective of recovering these
plastic facilities that really don't have a cost, we
want you to do this kind of analysis for each and
every project.

And so like | said, we took what the
Conmm ssion said very seriously. W went out and we
did the analysis for each and every project, took 509
of themto do it. The Staff was very cooperative in
| ooki ng at the analysis. They were very cooperative
I n suggesting enhancenents that would facilitate their
review. And in the end, I think we did what the

Commi ssion's evidentiary roadnmap told us it wanted us

to do.

Q kay. And one -- one last thing. 1In
your position statement on page 3 we're -- under the
topic of it's -- it's B, If a party believes that

certain costs are not eligible for an inclusion in an
| SRS charges to be inprov-- approved by the Conm ssion
in this proceeding, what are those costs and why are

they not eligible for inclusion -- it's that issue.
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And the furt-- the bullet point down
there tal ks about OPC s proposal to disallow costs for
projects that involve the replacenent rather than

re-use of plastic facilities sinply ignores the

nunerous cost studies that have denpbnstrated that such

repl acenents serve to reduce rather than increase the
Conpany's | SRS costs and charges and is based on the
di scredited theory that such facilities are not worn
out in -- in a wrn out or deteriorated condition.
When you say based on a discredited
theory, are you discussing discredited by your
evi dence or discredited sonewhere el se?
A Well, | think it's discredited by our
evi dence, but | was referring primarily to this
Commi ssion's own finding in its |last Report and Order.
Q Okay. Thank you.
JUDGE DI PPELL: Seeing no nore questions
for you then, thank you very nuch, sir.
MR. PENDERGAST: Thank you very nuch.
JUDCGE DI PPELL: Ckay. | think then we
are ready for Staff.
MR. THOMPSON:. Thank you, Judge.
May it please the Conm ssion. January

2019 Spire East filed its application and tariff

seeki ng i ncreased annual | SRS revenues of 9, 203,991
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dollars. On the sane day, Spire West filed its
application and tariff seeking increased annual | SRS
revenues of 9,769,606 doll ars.

Staff has conpleted its audit and
recommends that the Conmm ssion grant Spire East an
annual | SRS revenue i ncrease of 6,480,670 dollars and
to Spire West an annual | SRS revenue increase of
6, 563, 189 dollars. Those nunbers are going to change
because the tax issue has been resolved and I do not
yet have the new cal cul ations fromthe auditors.

But from Staff's perspective, there were
two issues in this case. As | said, the tax issue has
been resolved. There remains one issue. The
applications contain certain transactions that were
presented to the Comm ssion in Spire's |ast | SRS
application and whose recovery was deni ed by the
Commi ssion. Spire appeal ed that determ nation and
that is now pendi ng.

Since the I SRS recovery of those
transactions is now before the Court of Appeals, Staff
contends that the Conm ssion |acks jurisdiction to
consider the ISRS eligibility of those transactions.
Staff filed a Motion to Dism ss in each case, bringing
that issue with appropriate citations of authority to

the Commission. And Staff's cal cul ation of the
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appropriate annual | SRS revenue increase for Spire
East and for Spire West that | just nentioned excludes
those transacti ons.

In its Motions to Dismss, Staff cited
Reynol ds versus Reynolds for the proposition that as a
general matter, upon filing of a Notice of Appeal, a
trial court losses alnost all jurisdiction in a case.
Reynol ds was a dissolution of marriage case. The
I ssue was a nunc pro tunc order issued by the trial
court after the Notice of Appeal had been filed. That
order was held to be inproper because it changed the
property division rather than sinply correcting a
clerical error.

As recently as 2015, the Southern
District of our Court of Appeals cited Reynol ds for
the sane proposition that we have cited it for in the
case N chol son versus Surrey Vacation Resorts, which
Is at 463 S.W 3d 358. Reynolds itself had cited an
earlier case, State ex rel. Stickleber versus N xon,
whi ch held that a court was w thout authority to grant
a Motion for Change of Judge after a Notice of Appeal
has been filed. There are also earlier cases that say
the sane thing.

Ren- - anot her case, Top Craft, Inc.

versus International Collection Services, 258 S.W 3d

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

a7



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

488, explains that -- and | quote -- the general rule
agai nst simultaneous trial and appellate court
jurisdiction exists for a good reason. W need not
even begin to list illustrations why the alternative
woul d be practical ly unworkabl e.

Spire filed a lengthy response to Staff's
notions raising a nunber of argunents, none of which
explain why this principle would not be applicable
here. Staff contends that it does apply here and that
Spire has not shown that it does not.

M. Pendergast in his opening statenent,
In response to questions fromthe Bench, spoke about
rate cases and how the fact that sonmething's on appeal
has never stopped the Conm ssion from proceeding with
a rate case. |If you think about it, however, it's
because of a difference in the tinme period involved.
It's kind of |like taxes. |In taxes, every year is a
new cause of action. So the fact that a decision was
made on ny 2019 taxes wouldn't stop ne fromraising
t he sanme issue in 2020.

So in a rate case, you're being asked to
set new prospective rates, rates that are going to
apply in the future. So the fact that the last rate
case is on appeal doesn't stop you from deci di ng what

the future rate's going to be for a new peri od.
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Consequently, the argunents about rate cases sinply
have no applicability here.

It's also Staff's position that the
overhead issue raised by the Ofice of the Public
Counsel is properly a rate case issue. |If you | ook at
M. Schal l enberg's testinony, you'll see that he tal ks
about prudence. W know for a fact that prudence is
not an issue in an | SRS case. The -- the issues in an
| SRS case are eligibility and the accuracy of the
cal cul ati ons.

Staff is going to present five wtnesses

inthis case. J Luebbert is Staff's policy w tness.
Kim Bolin and Keith Foster are auditors; they wll
answer any questions you have about auditing matters,
i ncl uding conputations. Chuck Poston is an engi neer.
He will tal k about engineering matters. And finally
Dave Sommerer is Staff's rate design witness. Thank
you.

JUDCGE DI PPELL: Are there questions for
M. Thonpson? M. Chairman?

BY CHAI RVAN SI LVEY:

Q Just real quick. Does Staff think that
t he cost avoi dance studies denonstrated that there was
a worn out or deteriorated condition for the projects

whi ch i ncl uded plastic?
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A Yes. Staff does believe that.

Q And why does Staff believe that?

A Staff accepts the argunent that
M . Pendergast gave you that where the cost is zero or
negative, that it doesn't matter. |In other words, the
ISRS is a way for the Conpany to recover noney w t hout
having to go through a general rate case for certain
capital inprovenents; nanely, the replacenent of worn
out mai ns and other distribution infrastructure.

So if what was replaced cost not hing,
then it doesn't matter because you're not asking the
ratepayers to pay nore noney for sonething that
doesn't fit within the eligibility requirements. If,
in fact, what was replaced reduces the anount that
you' re asking the ratepayers to pay, then Staff views
that as a good thing.

So it could be that the Court of Appeals
wi Il decide that that line of reasoning is wong. In
that case, we're all back to square one again. But
Staff accepts at this point that where the plastic
pi pe that repla-- was replaced does not add to the
| SRS request in terns of the anmobunt of nobney requested
or even reduces it, then it's permssible.

Q Okay. Thank you
JUDCGE DI PPELL: Are there other
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Conmm ssi on questions for M. Thonpson?
COW SSI ONER KENNEY: No, thank you.
BY JUDGE DI PPELL:

Q | just have a couple for you

A Yes, nmm' am

Q So just to clarify again, what is
currently in -- in Staff's current reconmendated --

recommendation for the I SRS anbunt, what is included

or excluded fromthat? So that doesn't include the

old request. I'mcalling it the old request.
A Ri ght .
Q And now the tax issue is settled, so --
A Whi ch is going to change the nunbers.
Q Right. So that's not -- is there

anything el se that Staff excluded?
A No.
Q kay. Ckay. That's what | wanted to
know. Thank you.
A Thank you, Judge.
JUDGE DI PPELL: All right then. W are
ready for Public Counsel.
MR. CLIZER: May it please the
Commi ssion. Spire cannot collect costs through an
| SRS unl ess they prove those costs are | SRS eligible.

This is perhaps the nost basic and fundanental aspect
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of an I SRS applicati on.

The problemin this case is that Spire
has failed to prove that all of its costs are, in
fact, ISRS eligible. Specifically, Spire has failed
to prove that the replacenents it nmade neet the
definition of utility -- gas utility plant project,
which is a requirenent for ISRS eligibility, and they
have failed to prove that their overhead costs are
justified.

Let's go through both of those in turn.
Wth regard to the failure to prove that the pipes
that are replaced are SRS eligible, the problemis a
fairly sinple one. They sinply have put forward no
evi dence to show that any of the pipes they rel eased
are worn out or in a deteriorated condition.

Now, just real quick, M. Pendergast
suggested this is a new argunent. [It's not. W
actually raised this in the last case as well. But
beyond that, let's discuss the reason basically for
why Spire has decided it doesn't need to put on any
evi dence.

Spire has stated in its DR responses that
it doesn't have to prove that the pipes that are
repl aced are worn out and deteriorated because they

are, by definition, worn out and deteriorated. 1In
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fact, they sinply say that as |l ong as they're naking
repl acenents pursuant to their replacenent program
they are de facto worn out, deteriorated.

The problemis that this has been
directly contradicted by the M ssouri Suprenme Court.
And |'"mgoing to quote -- this is fromthe Verified
Application and Petition of Liberty Energy M dstates
Corp. versus Ofice of Public Counsel. The -- this
case, the Suprene Court basically explains what the
definition of deteriorated was.

And it stated at the end, The PSC erred
in relying upon its presunption that any change to a
gas utility plant project qualifies for an | SRS
surcharge. Only infrastructure which is in a worn out
or deteriorated condition, as stated herein, is
eligible for an | SRS surcharge. Hence, the PSC s
order is not lawful because it is contrary to the
pl ai n | anguage of the statute, which limts projects
that qualify for an | SRS surcharge.

So as you can see, it's very sinple. You
have to prove that the pipes you replace are worn out
and deteriorated in order for you to get |SRS
recovery. And, again, Spire has sinply put forward no
evi dence on that point.

And it's not like that's -- it's not |ike
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there isn't evidence they could have put forward. For
exanpl e, Mssouri Anerican Water is another conpany
that has an ISRS. It's a different statute, but it's
essentially the same kind of rules. The way that
they've solved this problemin their |ast case --
because we raised this to them W said how do you
know t he pipes are worn out and deteriorated?

Vel l, they said, we have a programt hat
tracks the nunber of |eaks we have in our lines. And
enever we have -- whenever we have so many | eaks
within a certain section of pipe within a certain tine
limt, we go and replace that pipe. And we at the
OPC, we said, yeah, actually that nakes sense. |If you
have pipes that are | eaking constantly, they're
probably worn out and deteriorated. Yeah, we're okay
with that.

So what about Spire? Well, we asked
Spire where is your |leak reports? And they basically
said all the leak repair that we're doing is in the
bl anket work orders, which is sonething you heard
Pender gast say just here today. Wenever they're
doi ng | eak repairs, whenever they're doing repairs for
the pipes, they' re putting the blanket work orders.
Which is why we are not chall engi ng the bl anket work

orders. |If they're repairing | eaks, they're probably
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worn out and deteriorated.

But what about the other thousands of
feet of pipe, literally mles and mles of pipe that
they replaced? If it's not |eaking, what other
evi dence do they have? You know, they could have gone
out and gotten physical evidence. They could have
tested the pipes, taken small sanples, just said is
this corroded? 1Is there signs of graphitization? |Is
there signs of other deterioration?

But they didn't. They didn't put on --
they didn't give us any evidence of anything they
repl aced outside of the blanket work orders that's
actually worn out and deteriorated. And that's the
problemwe have. |It's a very, very sinple one.

Now, |'m going to address this cost thing
that's -- that's been brought up here. And the first
thing I want to address is M. Pendergast -- or rather
| should just say Spire has -- has nmade the argunent
that there was no costs involved in replacing plastic
pipes. That's -- that's sinply not true. | nean, the
only way that's true is if sonme magic fairy is comng
out, waving their wand and the pi pes are com ng out or
bei ng repl aced, you know, for free.

That's not, in fact, the case. W know

that they spent noney to repl ace plastic pipes because
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that's what they're trying to collect in this I SRS
case. |If they didn't spend noney, if they had no
costs, we would not be here.

Their argunent is we had no costs because
we conpared what we did spend to sone hypothetica
situation where we could have spent nore, we could
have acted essentially inprudently by spendi ng nore.
And because we didn't act inprudently, therefore, we
had no costs. That doesn't nmke any sense, to ne at
least. And I -- | would |Iove to have sonebody expl ain
it to nme in a way that coul d make sense.

The sinple fact of the matter is Spire
spent noney replacing plastic pipes. And we know t hat
because that's what they're here trying to collect.
Those pipes weren't worn out and deteriorated and the
Courts have told us they cannot collect those through
an | SRS. They can still collect it through a rate
case. W're not challenging that. They just can't
collect it through an | SRS.

| urge the Commission, if it has any
ot her questions on this, to address those to our
expert wi tness, M. John Robinett. He knows a | ot
about this issue. He's worked on these cases several
times now and is an excellent resource for -- for

understanding this particul ar problem
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So turning to the second problemthat the
OPC identified, the problemw th Spire's overhead.
Ckay. So overheard -- and this is explained in the
Direct Testinony of our other wtness,

M. Schall enberg. Overhead represents the ongoi ng
busi ness expenses a conpany incurs which are unrel ated
to labor and material costs. They're the costs that a
conpany has on a day-to-day, you know, business
operating standard. They're normally a fixed cost,
one that generally doesn't go up and down very often
and one that generally should nmake up a rather snal
percentage of a conpany's overall costs.

The problemhere is that Spire's overhead
costs are making up 50 percent or nore of the total
costs that are being incurred for each of these
projects. What that neans is if you take the cost of
all the pipe that Spire installed and all the costs
that they paid in labor to install that pipe and all
the costs that they paid for the tools to install that
pi pe, which is all separately listed as line itens on
their individual analyses, and you add up all those
costs, it is still less than the amobunt they're
charging in overhead, which we think is utterly
ridi cul ous.

| nmean, it literally neans that for every
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mllion dollars Spire spent on replacing pipes, they
spent a mllion dollars nore just for the increase to
their day-to-day operations related to just these | SRS
projects. That's on a project-by-project basis
essentially.

| really can't explain any clearer why |
think that's a problem which again, is why | would
just recomrend that if the Comm ssion has questions,
they address themto our expert |'ve already
identified, M. Schallenberg. He's -- he's an
accounting naster with decades of years understandi ng
this issue and he's every well equipped to answer any
guestions you m ght have on that.

| wll also say, because it has been
brought up, whether or not this should be addressed
here in an | SRS case. The OPC s position is
essentially that Spire cannot prove the costs are | SRS
el i gi bl e because they have not proven -- provided
evi dence to show that they are, in essence.

If the Commissionis to find that this
should wait for a prudence review case, then the OPC
will pursue it there obviously. W're not letting up
on the issue, of course, is essentially what |'m
sayi ng there.

Just to close, I"'mgoing to touch on a
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few other issues. W've heard on the Mtion to
Dismss. | think that M. Thonpson has expl ai ned t hat
I ssue exceptionally well and | really can't add
anything to that. The tax issue hopefully wll now be
settled to some degree, so | won't address that.

Which leads nme just to one |ast thing.
And it's -- | want to drive hone a point that
sonetines gets lost here. This I SRS proceeding is not
about whether or not Spire can collect or whether they
should, in fact, be doing these replacenents. They
should. That's -- that's definitely the case.

Spire should be maki ng the repl acenent it

needs to nmake because it's required to. It's required
to replace cast iron. |It's required to replace bare
steel. The question here is sinply and solely should

t hey recover through the I SRS or should they recover
it through a rate case. And in order to recover the
costs of the I SRS, they have to prove its | SRS
eligible. If they don't, it goes to a rate case.

The OPC isn't saying they shouldn't do
it, the OPCisn't saying they can't collect it. |It's
all a matter of when it gets collected. And the when
should be in a rate case. And that's fairly it.

JUDGE DI PPELL: Questions, M. Chairnman?
BY CHAI RVAN SI LVEY:
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Q Ckay. So kind of on that last point. So
I f the Conpany were to decide to performreplacenents
that cost nore because they're going to cone back and
do it in a rate case instead of during these ongoing
| SRS projects, you kind of alluded to the fact that
you woul d argue that that's inprudent.

A Yes.

Q So how are they supposed to recover? |If
you' re saying they can't recover during ISRS and if
they do it the way that you believe the statute
dictates they do it, it's inprudent --

A This is an inportant point. W have
never stated they're supposed to repla-- re-use
plastic. That is not our position. Qur position is
they can't recover the cost to replace it in ISRS. |f
it's nore prudent to do the replacenents, they shoul d
do the replacenents. They should then go to a rate
case to collect the noney for it.

Q So you would or would not argue that
those costs were inprudent, being higher than they
woul d have been had they been done during the sane
projects that were recovered for | SRS?

A W want Spire to act prudently. |If
Spire's avoi ded cost studies shows that it was nore

prudent for themto have replaced as rather than
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re-used, then they should have repl aced because that
was the prudent course of action. But prudency is not
a question for an I SRS, which the other parties have
t hensel ves poi nted out.

The fact that it was nore prudent for
Spire to have done replacenent of plastic as opposed
to re-use of plastic, that's fine. That's not a
question of el-- eligibility for an ISRS. It's just
not | SRS eligible.

Q So you' re suggesting that physically
during these projects, certain conponents, the costs
associated with replacing them should be recovered
t hrough the | SRS and certain conponents should not be
recovered during | SMS -- | SRS but recovered during the
next rate case?

A | am saying that anything that Spire can
prove is ISRS eligible they're entitled to recover.
But they have to actually prevent -- sorry, provide
evi dence to prove that point.

Q Okay. Thank you

JUDGE DI PPELL: Questions?

MR. CLIZER: Was that clear? [|'msorry.
COW SSI ONER COLEMAN: Ol ear as nud.
JUDGE DI PPELL: That's all right. D d --
COW SSI ONER COLEMAN: | said it was
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cl ear as nud.
JUDGE DI PPELL: Did you have any

addi ti onal questions, Comm ssioner? kay. Let ne

| ook -- look at ny list here for you.
BY JUDGE DI PPELL:
Q s there --
COW SSI ONER COLEMAN:  We get you.
MR, CLIZER: | hope so.

BY JUDGE DI PPELL:
Q s there sonmewhere in your testinony that
Publ i ¢ Counsel provided a figure of what you thought

was recoverable as an | SRS?

A Oh. Regrettably, no. W weren't
actually able to crunch the nunbers ourselves. W
have been -- we have a | ot of cases going on.

Q [ [

A As you know, enpire is com ng up and our

experts are working on that just as hard as this.

Q kay. So what you're challenging --
you're -- you're not challenging the bl anket work
orders with regard to whether that -- those pipes were
worn out and deteriorated, but you would still
chal | enge whet her or not overhead in those bl anket
wor k orders shoul d be included?

A | would say that's a fairly accurate
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statenment. And just to be clear, we're only
chal | engi ng repl acenents that were made. The
rel ocations, cathodic protection that m ght have
occurred in the blankets, we're also fine with that.
Again, it's because Spire actually cane
to us and they said here are the relocation orders
that we received. And we said yep, those are --
that's evidence. So we're okay with the rel ocati ons,
cat hodi c protection and any replacenents nade to

actual ly | eaki ng pi pes.

Q But not the overhead?

A Ri ght .

Q Ckay. And --

A Also -- I"'msorry. | cut off.

Q No, go ahead.

A | also wanted to nmake clear, we're -- we

have no problemw th the capitalization aspect of the
overhead either. This is sinply and solely an anount
thing. W're not challenging the fact they can
capitalize it. That was a point that was brought up
in Pendergast. | just wanted to nake sure that was
cl ear.

Q So how does the percentage of the tota
costs that the overhead is, how does the

reasonabl eness or unreasonabl eness of that relate to
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whet her or not the pipe was worn out and deteri orated?
| nmean the --

A What -- are you saying the over-- how
does overhead relate to whether the pipes are worn out

or deteriorated?

Q No.
A No.
Q You -- in the testinony, there was
di scussi on about well, this overhead is unreasonabl e

because it's such a great percentage of the total
cost. And | was mssing a step then that led ne to
say oh, well, since that's unreasonable, it shouldn't
be included in a ra-- |SRS.

A | see. Essentially our argunent is
sinply that Spire has to prove the eligibility of al
of its costs and, therefore, would have to prove the
reasonabl eness of all of its costs. This is -- and |
can't -- well, no. | can quote the statute. | |ied.

| would quote generally the 393. 150. 2.
At any hearing involving a rate sought to be
I ncreased, the burden of proof to show that the
i ncreased rate or proposed increased rate is just and
reasonabl e shall be upon the gas corporation, and then
et cetera, et cetera, all the other corporations.

Qur point is essentially just that that
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i ncludes an | SRS case. They have to prove that their
costs are reasonable. |If they can't prove that, then
they shouldn't be allowed to include those costs.

Q kay. Okay. Do you know if overhead has
been included in past | SRS cases for any conpany?

A |"'mnot entirely sure | would say no, but
let me put it this way, it absolutely woul dn't
surprise ne. | expect that it was.

Q kay. Ckay. | think that's all the
questions | have. Thank you.

COW SSI ONER KENNEY:  Hey, Judge --

JUDGE DI PPELL: Yes. |'msorry.
COW SSI ONER KENNEY: -- |I'd like to
ask -- 1'd like to ask M. Pendergast anot her

guesti on.

JUDCGE DI PPELL: Okay. That's fine.
M . Pendergast --

MR CLIZER. Ckay. Should I -- |

shoul d --

JUDGE DI PPELL: Go ahead and step down.
Thank you.

COW SSI ONER KENNEY:  You can stay
seated. It doesn't matter to ne.

JUDGE DI PPELL: You can stay where you
are.
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MR PENDERGAST: Sure.
(Questions responded to by
M . Pendergast.)
BY COWM SSI ONER KENNEY:
Q You nentioned that you followed the
Commi ssion's evidentiary roadmap from GO 2018- 0309 and
0310 regarding | believe it was if Spire wants to
revisit the argunent that the replacenents were either
no cost or |ower cost, that you could do a separate
cost analysis for each project, you could provide
evidence that it was a worn out or deteriorated -- the
pi pe or that you could argue that the plastic pipe
repl aced was incidental or -- or replaced with the
conmponent s.
Can you tell nme what per-- of those 500
I ndi vi dual anal yses, how many of themdealt with the
pi pe being worn out or deteriorated? O any of thenf
A | suspect we'll have a witness that can
probably answer that better than | can, but that it

was a m xed bag.

Q It was a m xed bag?

A | nmean --

Q Because you have to do a -- | nean the
only way to know if they're worn out is to dig -- dig
t hem up.
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A Yeah. And what | can tell vyou,
Conmm ssioner, is that, you know, all of these projects
I ncl uded bare steel and cast iron main. And we know

with certainty that those were in a deteriorated --

Q "' mnot worried about -- |I'mjust going
on a plastic pipe right now. | understand --

A Yeah. And then --

Q | don't doubt any of that. |[|'mnot --

A And on the plastic pipe, you know, we

principally relied on the cost analysis that showed

t here was no cost --

Q Ckay. That's what | figured.
A Yeah.
Q Probably -- probably none on the -- well,

because you relied on the Conmm ssion and not what the
Court of Appeals stated. That's nmy -- that's ny only
concern is that -- | understand, but it's -- we stil
have to wei gh that because we have to -- under ny
under st andi ng, we have to prove it was worn out or
det eri or at ed.

A. Wll, | think that under the roadmap we
were given by the Conm ssion, you need --

Q That was one of the options.

A One of the options. And that's the

option that we basically took. And --
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That makes sense.
Yeah.
| see that. Gkay. But thank you.

> O > O

Thank you.
JUDGE DI PPELL: All right. Any other
guestions for the attorneys?

Al right. Seeing none then, | guess we
can go ahead and get started with our w tnesses. And
Spire is first up with M. Kuper.

MR. ZUCKER: Thank you, Your Honor.

He -- M. Kuper is -- his testinony pertains to the
tax issue. And |I'mwondering if we can just enter his
testinony into evidence along with Ms. Bolin's on --
on that issue since we've settled it.

MR CLIZER. We have no problem

MR, ZUCKER: Wbuld you m nd, Your Honor?

JUDCGE DI PPELL: This m ght be a good
opportunity then to take a short break so that you al
can discuss the adm ssibility of that testinony and
how you want to handle that, as well as the nunbers
then. So actually let's take about a ten-mnute --
well, yeah. Let's take about a ten-m nute break and
conme back at ten till
(A recess was taken.)

JUDGE DI PPELL: We're back on the record
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after a break. The tax fol ks who are crunching
nunbers, just go ahead and do your thing and we're
going to junp ahead in the schedule then and start
with the second witness, who's M. Atkinson.

MR. BERLIN. Are we doing the second
W t ness?

MR. PENDERGAST: Yeah. Yeah. W' re not
going to put Chuck up since he's the tax guy.

JUDGE DI PPELL: We'll -- we'll cone back
and deal with the tax issue and that evidence and the
nunbers and everything when we -- when we get a
chance.

So M. Atkinson, could you raise your

ri ght hand?

(Wtness sworn.)

JUDGE DI PPELL: Thank you.

M. Pendergast. | guess | should have
said as the procedural order said, we -- since the

short tinme frame, we had witten direct filed and then
we were going to do live rebuttal. So I will just
have you, you know, present your w tness and your
testinony |ike we would normally do, but then al so
your live rebuttal and then we'll take

cross-exam nation on the whole thing. |Is everyone

good with that? Ckay.
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MR. PENDERGAST: Yeah. Your Honor, on
the live rebuttal, we took the liberty of sort of
wor ki ng on our live rebuttal and reducing the
guestions | was going to ask and the answers he was
going to give to paper. And we thought it m ght
expedite things if |I could hand out copies of this and
| could have him you know, sponsor his live rebuttal
in witten formand provide it to youu O | can -- we
could just go through the process.

JUDCGE DI PPELL: Well, I think we're al
still going to need to hear it and -- you know, in
order for the counsel and the Conm ssion to be able to
answer -- or ask questions of their own and so forth.

So while | don't mnd if you want to have it as a

followalong or -- or offer it as an exhibit even, |
think 1'd still like to hear the question --

MR. PENDERGAST: Ckay.

JUDGE DI PPELL: -- and answers

MR. PENDERGAST: Woul d people |ike copies
of what he's about to say or just have it |ive?
COMWM SSI ONER COLEMAN:  Live is fine.
MR, PENDERGAST: kay. G eat.
JUDCGE DI PPELL: Okay. | guess we'll
just -- but thank you for --

MR, PENDERGAST: Sure.
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JUDGE DI PPELL: -- doing that. Anything
that shortens things is usually good, so.

M5. SHEMAELL: Before we get started,
could I ask, are you withdraw ng M. Kuper? |[|s that
where we are in the --

MR. PENDERGAST: We were just waiting to
kind of finish up the final massagi ng of the nunbers.
And we don't believe he's going to have to take the
stand unl ess the Comm ssion wants himto, but we
figured we'd nove on and -- and do Rob in the
meanti nme.

M5. SHEMAELL: Thank you.

JUDCGE DI PPELL: Al right. Go ahead,

M . Pendergast.

MR. PENDERGAST: Thank you, Your Honor.
ROB C. ATKINSON, having been first duly sworn,
testified as foll ows:

DI RECT EXAM NATI ON BY MR, PENDERGAST:

Q M. Atkinson, would you please state your
name and busi ness address for the record.

A Yes. M nane is Rob C. Atkinson and |
work for Spire at 700 Market, St. Louis, M ssouri
63101.

Q And are you the sane Rob C. Atkinson who

prev00 previously caused to be filed in this
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proceedi ng Direct Testinony that has been premarked as
Exhi bit 67?

A Yes.

Q Do you have any corrections to nmake to
that Direct Testinony?

A. No, | do not.

Q If | were to ask you the sanme questions
today that appear in your pre-filed Direct Testinony,
woul d your answers be the sane?

A Yes, they woul d.

Q And are those answers true and correct,
to the best of your know edge and belief?

A Yes, they are.

MR. PENDERGAST: Ckay. At this tine |
woul d offer M. Atkinson's pre-filed Direct Testinony
I nto evidence.

JUDGE DI PPELL: Ckay. And that -- that
has previously been marked as Exhibit 6.

MR, PENDERGAST: Yes.

JUDGE DI PPELL: And so are any objections
to the Direct Testinony of Rob C. Atkinson?

MR CLIZER: No, Your Honor.

MR. BERLIN. No, Judge.

JUDGE DI PPELL: Seeing none, | will admt

that into evidence.
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(Exhibit 6 was received into evidence.)
BY MR PENDERGAST:

Q M. Atkinson, have you had the
opportunity to review the Direct Testinony filed by
the Ofice of Public Counsel and the Direct Report
filed by the Staff in these cases?

A Yes, | have.

Q Do you have any rebuttal to Staff's
Direct Report?

A No. Oher than just to say that we
appreciated Staff's working wwth us on the -- the

analysis that we did to be able to provide additional

anal ysis on the costs for the -- the plastic that was
replaced in our -- in our replacenents for | SRS
Q Do you have any rebuttal to the D rect

Testinmony filed by OPC?

A Just on M. Robinett's Direct Testinony.
Q Pl ease proceed.
A Yes. So there was -- obviously

M. Robinett had several issues with our |SRS, mainly
on -- not on the analyses, but on the fact that the --
the pipe is worn out and deteriorated. One of the

itenms was that the -- that the Conpany had not

provi de -- provided evidence that -- that the pipeline

was worn out and deteri orated.
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We believe that we have provi ded that
evidence. W feel that the -- the pipe as -- as we've
recei ved orders fromthe Comm ssion, as well as our
federal regulators, show that the cast iron and bare
steel pipes are in a worn out, deteriorated
standpoint. W also have our -- our DI MP plans that
show that. And we do testing on those pipelines
to -- as we do breaks and leak repairs to show t hat
those lines were worn out and deteriorated as well.

Q When you say DI MP, could you pl ease
el aborate for the Conmm ssion what D MP neans?

A Yeah. DIMP is our conpany's Distribution
Integrity Managenent Program It is a way for our us
to define all of the risks to our pipeline system and
it's categorized and ranked by -- by risk. And our
cast iron and -- and our bare steel are ranked higher
inthe -- in the DIMP programas part of that -- as
part of that ranking.

Q And how does cast iron and bare steel
rank in the DIMP of Spire M ssouri?

A Well, high-- higher than -- than nost of
the other itenms. The highest in our systemthat's
ranked in the DIMP programis third-party danage, but
cast iron and bare steel are ranked right bel ow those

in our -- in our program
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Q And why woul d they be ranked at that
| evel in the Conpany's DI MP?

A. Well, over the years, certainly the --
the many years that they've been in -- in service,
t hey have been shown that they've wo-- been worn out
and deteriorated. They are -- have the li-- the
hi ghest |ikelihood of |eaks and breaks in our system
And we've -- we've shown that through the years in
our -- in our mninmm mandated programthat we use on
both sides of the state.

Q And you nentioned that federal safety
of ficials have actively encouraged gas utilities |like
Spire to replace these cast iron and unprotected steel
facilities; is that correct?

A Yes. That's correct. DOTI and -- and
PHVSA have issued joint statenents to regulating --
you know, the United States regulating authorities
that they reconmmend accel erated replacenents of those
systens. And they specifically bring out cast iron
and bare steel in those.

And they also nention the utilization of
| SRS prograns as a way -- as a nethodol ogy for gas
conpanies to -- to utilize those rat-- rate recovery
prograns for these -- these replacenent prograns.

Q And can you recall when these federa
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safety officials comunicated these views?
A Yeah. | believe it was Decenber of 2011.
MR. PENDERGAST: Ckay. |If | could
approach the w tness.
JUDCGE DI PPELL: Yes, go ahead.
BY MR PENDERGAST:

Q M. Atkinson, can you please identify the
docunent | just handed you?
A Yes. This is a docunment co-sponsored by

USDOT and PHVBA and addressed to the National
Associ ation of Regulatory Utilities Conmm ssioners.
The date is Decenber 19th, 2011

Q And is that one of the conmunications you
were referring to?

A Yes, it is.

Q And can you just briefly state what they
were conmunicating in that letter?

A VWll, in the first paragraph they -- they
are telling NARUC that they continue to support
efforts to accelerate the repair, rehabilitation and
replacenent of high-risk infrastructure in pipeline
systenms. And then in the next page they tal k about
effective prograns for these pipelines and
specifically call out cast iron gas mains and bare

steel pipe.
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Q Okay. And in your view, would that
enphasi s on replacing those kind of facilities be nmade
because there's a judgnent that those facilities are
either in a worn out or deteriorated condition?

A Yes, that would be ny -- ny thoughts as
well. And | also wanted to nention that on the first
page in the | ast paragraph, they nention that the
Conmmi ssi ons have encouraged tinely repair using the
speci al rate mechani sns and they tal k about | SRS
repl acenment prograns in that statenent as well.

Q Thank you. Are you aware of OP's
position about doing additional testing to determ ne
the worn out or deteriorated condition?

A Yes, | am

Q And do you think that that testing is
necessary to make a judgnent that cast iron and bare
steel main is worn out or deteriorated?

A. No, | do not.

Q Ckay. And why do you say that?

A Vell, we believe that the -- the pure
fact that these -- these pipelines have been in
service for many, many years -- nany beyond their
useful life -- that their -- the testing needs would

be exorbitantly cost-- costly to our ratepayers

wi t hout addi ng any val ue.
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When we do dig these -- these item--
these pipelines up to do the replacenents, we see
regularly that they are in a worn out or deteriorated
condition. Many tines with cast iron there's not nuch
| eft of -- of the ability for that pipe to -- to be
viable for that gas |ine.

And what we're trying to do is be
proactive in replacing these pipelines as opposed to
bei ng reactive when | eaks occur that can be certainly
very hazardous and dangerous to the public. W're
trying to get ahead of that. And so it would take
many years to try to test all of those pipelines to
determ ne what we al ready know, that they're worn out
and deteri orated.

Q Yeah. And to your know edge and based on
your experience with, you know, cast iron and
unprot ected steel being taken into the ground, how
often do you encounter a situation where tho-- where
those facilities are not in a worn out or deteriorated
condi ti on?

A | -- |I'"ve never seen a case where we've
dug up cast iron or bare steel pipe that has not shown
to be in sone -- sone sort of deteriorated state.

Q You nmentioned the useful life of these

facilities. Do you recall that?
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A Yes.

Q Does the Conpany believe that the fact
that a cast iron main is at or exceeded its usefu
life alone nmeans that it's in a deteriorated

condi ti on?

A No. We've never said that -- Spire's
never said that the age al one has -- determ nes that
the -- the pipe is worn out and deteriorated. W're

al so relying heavily on Conm ssion's own findings, as
wel | as our -- our federal regulators that cast iron
and -- and bare steel are past their useful life as --
as well as being worn out, deteriorated. Qur DI MP
prograns reflect the -- the fact that these pipes are
worn out and deteriorated.

So there's many other factors, but
certainly the age is sonething that should be
considered, but it's not the only consideration.

Q Ckay. And do you think that the cast
iron may in other facilities have exceeded their
useful life, while not a factor that should be
considered to the exclusion of all others, do you
think that has sonme neani ng?

A Certainly. Absolutely.

Q And do you have -- what's your

under st andi ng of what an estimated useful life is?
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A Vll, | think they' ve got a different,
you know, useful |ife for each side of the state, but
there's -- you know, one shows cast iron at 50 years

and one shows 80 years. But, you know, in many cases
we're well over 80 years. 1In some cases we're not.
But by the tine we get to replacing all of them they
will certainly be up to their -- that depreciated life
for those -- for those facilities.

Q And when you say the depreciated |ife,

will they, on average, be over their average --

A Yeah.

Q -- estimated useful life?

A Yes, they wll.

Q And do you have a sense of what goes into
determ ning an estimated useful |ife?

A Vell, I -- I"mnot an expert on the

depreciation part of it so | wouldn't probably be able
to answer how they determ ne that, but | assune
there's sonme sort of studies that have been done based
upon what they feel the average |life span of -- of
those facilities and place it as part of our
depreci ation rates.

Q And do you know whet her that anal ysis or
study is based on a assessnent of actual facilities of

the utility and its performance?
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A | don't know that.

Q kay. Can you just give a brief
expl anati on of how bare steel and a cast iron main
deteriorates over tine?

A Yes. Wth cast iron, its metallurgy
tends to graphitize, becom ng not per se rusted but
becones brittle to the point where it cracks and then
can cause | eakage as well as water infiltration
causi ng outages and things |ike that.

Bare steel, on the other hand, when it
was installed w thout proper protection, it did not
have the ability to -- to have the protection to keep
It frombeing corroded and -- and -- and renovi ng of
wal | thickness, which again, causes the ability to --
to have | eaks and holes in the pipeline that can cause
| eaks for those pipes.

Q And you're aware of M. Robinett's
testinony regarding 553 testing and how t hat can
contribute to an understandi ng of whether sonething's
worn out or deteriorated. Do you recall that?

A Yes. That 553 programis sonething we've
got in place in Mssouri West for our bare steel
pi pes.

Q And what is that 553?

A. It's a neasure of the -- the active | eak
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rate of those pipelines based upon the years of | eaks
and -- and -- and length of the pipelines.

Q And does the Conpany use that to
prioritize howit replaces pipe?

A It does. W use that as a -- in our
m ni mum mandatory programto | ook at pipelines that
are the highest priority for current active | eaks on
the system

Q Ckay. But this is in connection with
m ni num | evel s of replacenent?

A That's correct.

Q Ckay. Do you have any response to
M. Robinett's claimthat service line renewal s done
i n connection with main replacenents are not | SRS
el i gi bl e because they are primarily done so that
i nside nmeters could be noved outside?

A. Yes, | do. | believe that statenent is
incorrect. So to -- to expand on that, our conpany
when it worked to cone up with a strategic main
repl acenment project, determ ned that the proper way to
do that was to replace these | ow pressure utiliz--
utilization systens, which is where the pressures --
the main is the pressure that the hone uses, to
repl ace those with the nore updated hi gher pressure

60- pound MEOP systens.
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To do that, we would -- and if we |eft
the larger pipes in using a utilization pressure, we
woul d be leaving the neters inside with a higher
pressure, which would be a very -- you know, a poor
safety practice to | eave that higher pressure inside.
So as part of our overall program that we deci ded
to -- strategically to replace these | ower pressure
systenms with higher pressure systens. The -- the
obvi ous choice was to nove the neters outside as part
of this. But it was because of our strategi c program
for how we were going to replace the -- the cast iron
mai ns and the -- and the bare steel mains that were a
| ower pressure to do that.

Q Ckay. And was there an added cost
associated wth noving those neters to the outside?

A There was not. So in -- what we've done
is a cost study of what it costs to just re-use that
service line with the neter inside as opposed to
running a new service and relocating the neter
outside. And have found that the -- the cost is
cheaper to nove the neter outside and run a new
service as opposed to transferring the Iine and
| eaving the nmeter inside where it would have higher
pressure on the inside of the hone.

Q Okay. And woul d that be sonething that
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woul d be confirmed by the -- sonme of the 509 cost
engi neering studies that the conpany did?

A Yes. Qur 509 studies included that as
part of the -- the -- the -- the cost avoi dance i ssue.
And whil e we used an average cost for our service
lines, the -- the studies show that the -- you know,
on the average, that the service line cost would be
cheaper to nove the neter outside and run a new
service as opposed to transferring the service and

| eavi ng the neter inside.

Q kay. And these are the studies that, to
your know edge, OPC has not had an oppo-- or has not
revi ewed?

A That's correct.

Q Ckay. And you nentioned transferring.

Are you also aware of M. Robinett's claimthat sone
portion of the cost-of-service transfers should not be
i ncluded in the Conpany's | SRS case?

A Yes. So when he tal ks about the
transfers and the -- the -- the costs that are
associated wth replacing certain portions of that --
of that transfer line, there are going to be, you
know, a certain anmount of that transfer that even if
you do the transfer, you're going to, in effect, not

use sone of the -- the |line because you're converting
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it over to the new main.

So that -- that piece of plastic that's
no longer used is just -- it's part of the process of
transferring it over. There's no avoidance of that.
And in fact, that's -- we -- what we thought OPC woul d
have -- woul d have liked to have seen is the use of
the transfers instead of the replacenents, as -- as

they've argued. And so we just say that the transfer

costs are an incidental part of -- of the repl acenent
of -- of those I|ines.

Q Okay. And once again, if you're going to
re-use the line, you -- do you have to transfer it

onto the new main?

A Yes. You do. |If you're going to -- if
you're going to trans-- if you're going to re-use the
pl astic, that pipeline has got to be attached to the
new main in order to keep service to those custoners.
And so there's going to be sone portion of that |ine,
whether it's a short side or a long side transfer

that's going to be not used after the transfer is

conpl ete.

Q kay. So would it be your opinion that
that cost has to be incurred no matter what --

A That's correct.

Q -- just to continue providing service?
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A Yes. That's correct.

Q Thanks. Just let nme ask a little bit
about sone of M. Robinett's clains regarding |eak
reporting. And in the haste of trying to answer DRs

in aday or two, I'd like you to clarify. Does the

Conpany keep track of where | eaks are occurring on its

syst enf?

A Yes, we do. Al of our leaks are -- are
mar ked as agai nst a specific facility, whether it's a
main or service line, in our systens.

Q Okay. And does the Conpany report |eak
information to the DOT in reports that are publicly

avai |l abl e?

A Yes. Every year we file reports to DOT
about our -- our pipeline in general. It includes
mai n footages by -- by material, but it also includes

| eak data as wel | .

Q Ckay. And does it identify main footage
replacenents by the kind of main that's being
repl aced?

A. It do-- it does, yes.

Q Does it say how nmuch cast iron was

repl aced, how nmuch unprotected steel ?
A Right. There's a separate report that's
provided to -- to the Comm ssion that -- or to DOT
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that provides those details of how nuch cast iron was
el i mnated, how many | eaks there were fromyear to
year.

Q Let ne just ask you about the ol der |ISRS
i nvestnents that the Conpany is seeking to recover
here. Do you recall M. Robinett's claimthat the
Staff and Conpany have not properly responded to the
instructions of the Western District Court of Appeals'
opinion relating to plastic?

A Yes.

Q And |I'm not asking you to play the role
of an attorney here, but these cost studies that you
participated in, were they designed principally to
determ ne what the actual cost of replacing plastic
was versus re-using it?

A Yes. They were a cost estinmate using our
conpati ble units that we use for all of our pipeline
projects to cone up with a relative cost of re-using
ver sus repl aci ng.

Q And just to be clear, in those instances
where one of your project cost engineering studies
showed that replacing plastic rather than re-using it
was nore expensive, what did you do with the
i ncrenental cost associated with it being nore

expensi ve?
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A Right. So when we nmade the ISRS filing,
we only included the increnental cost to -- to replace

if it was nore expensive than to re-use.

Q Let ne ask that again.
A Ckay.
Q If it was nore expensive to replace than

re-use, would you include the nore expensive portion

of that cost?

A The increnental cost above the
repl acenent for how much it would be to re-use. |Is
that -- maybe |I'm m sunderstandi ng your question.

Q Yeah. | guess what I'mtrying to go

ahead and figure out, if we did an anal ysis and we
found that it was nore expensive to replace than
re-use, did we try and include in the | SRS that

i ncrenental additional cost of replacing?

A Yes, we did. Maybe |'m saying that
wong. | -- maybe |I'm not understandi ng the question.
l'msorry.

Q Vell, et nme go at it another way. |If we

found that it was | ess expensive to replace rather
than re-use --

A Yes.

Q -- did we flow through to custoners the

savi ngs associated with that?
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A Yes, we did.

Q kay. And if we go on the other side and
It was actually nore expensive to replace than re-use,
did we try and include that added cost or did we not
include it in our |ISRS cost?

A. Ch, we did not include it in our |ISRS
cost. Yes, I'"'msorry. | was thinking about the other

way around. Sorry about that.

Q As long as we get it right eventually --
A Yeah.

Q -- that's what matters.

A Yeabh.

Q You know, as an engi neer who's had a | ot

of experience with cast iron and bare steel main, has
seen sanpl es of our existing systemand those of
facilities, is there any doubt in your mnd that our
cast iron and bare steel mains are in a worn out or
deteriorated condition?

A No, not at all. And, you know, | -- we
agree with the findings that we've got fromthe
Comm ssion and from our federal regulators that
those -- those systens are worn out and replacing them
is -- in the fashion we're doing is the correct --
correct thing to do.

Q |"mjust going to hand you a copy of the
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Comm ssion's Report and Order fromour |ast rate
cases -- last | SRS cases and ask you to read paragraph
13 there.
A Ckay.
JUDGE DI PPELL: And just to clarify, that
Is the 309 and 310 --
MR, PENDERGAST: Yes.
JUDGE DI PPELL: -- cases?
MR. PENDERGAST: Yes.
THE W TNESS: Yes.
Most of the cast iron pipes being
repl aced are over 100 years old. Cast iron pipes are
unsafe to use because they undergo a process called
graphitization in which the iron | eaches out, neking
the pipe subject to cracking and | eaking. The steel
pi pi ng replaces bare and not cathodically protected,
so those pipes corrode code relatively quickly and
need to be repl aced.
BY MR PENDERGAST:
Q Do you agree with those concl usions or
findings in the Conm ssion's Report and Order?
A | do.
Q Thank you. And are you aware in the | ast
| SRS cases, once again 309/310, did the Conpany

provide testinony of two of its engineers, M. Lauber
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and M. Hoeferlin, that tal ked about the various worn
out and deteriorated conditions of cast iron and bare
steel pipe?

A Yes.

Q kay. And to your know edge, did they
al so testify that they were worn out or deteriorated?

A They di d.

Q Ckay. | have no further questions.

MR. PENDERGAST: 1'll tender the w tness
for cross-exam nation.

JUDGE DI PPELL: Al right. 1Is there
Cross-exam nation from Staff?

MR, BERLIN: Yes, Judge. Just a couple
guesti ons.
CROSS- EXAM NATI ON BY MR, BERLI N:

Q Good norning, M. Atkinson.

A Good nor ni ng.

Q | just have a question regarding the 509
engi neering anal ysis studies that the Conpany
submtted with its |I SRS application.

A Yes.

Q Is it -- is it correct to understand that
each of those studies refers to or relates to an | SRS
eligible project?

A Yes.
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Q And does each I SRS eligible project have
a scope of work that attaches to it?

A It does.

Q How -- how do you determ ne the scope of
work on a project?

A VWll, there's many different ways. So as
part of our nmandated program we've got specific
sections of pipe that we are replacing that are the
hi ghest priority itens.

The majority of our |SRS projects are
related to our systematic or strategic main
repl acenent program Those individual sections of our
system -- of our overall systemare broken up into
specific scoped projects that can be conpleted in a
relatively short anmount of tine, properly opened and
cl osed so that they're not open for |ong periods of
tinme.

So our engineering staff scopes those

projects out. GCenerally they're based upon the

regul ator station that is -- is -- has a forward trace
of the -- of the gas flow that provides gas to that
section of these -- of the system And that is --

becones a project that nay becone five, ten phases
that are scoped out individually, designed, estinated

and t hen constructed.

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

92



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

Q kay. So the real driver behind
what's -- what you |l ook at to scope that project is
the actual replacenent of worn or deteriorated pipe?

A Yes. Absolutely.

Q kay. And so when you get into a
particular project, is it fair to say that there are
certain ancillary itens, perhaps incidental itens that
are not worn or deteriorated but are subject to or
fall underneath the requirenment to -- that woul d fal
underneath the requirenent of replacing the -- the
|S-- the worn or deteriorated |ine?

A Yes. For those projects that are -- you
know, in a nunber of cases there's going to be inc--

i nci dental pieces of pipe that may -- may not be worn
out, deteriorated by thensel ves but as a project
whol e, they're part of the project that -- that
they're going to be repl aced.

Q And -- and am | correct in understanding
that the engineering analysis that was perfornmed on
each of these studies takes that into consideration?

That's correct.
Along with the costs --

A
Q
A That's correct.
Q -- associ at ed?
A

That's -- that's correct.
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Q Ckay. | have no further questions.
Thank you.
JUDGE DI PPELL: Thank you. |[|s there
Cross-exam nati on by OPC?
MR CLI ZER® Yes, Your Honor.
CROSS- EXAM NATI ON BY MR CLI ZER:

Q Morni ng, M. Atkinson.

A Good nor ni ng.

Q Did | pronounce your nane correctly?

A Yes.

Q Thank you. Let's start with the subject

of | eaks. Just real quick, can you verify for ne that
there are no leak repairs occurring as part of this

| SRS application outside of the blanket work orders?

A No, that is not true.

Q Ckay. Do you have a copy of John
Robinett's testinmony in front of you?

A | do not.

Q May | borrow your copy?

A And | want -- | want to clarify ny

statenent. You said leak repairs. So as part of our
mandat ed program there are | eaks that have

accunul ated on certain sections that we've prioritized
and those are the -- the -- the projects |I'mtalking

about that are replacing a section of pipe due to the
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| eaks and breaks that were occurring on those pipes.

Those are specific projects, not -- not blanket
proj ects.
Q |"msorry. Can you say that again?
A Yes. So our mandated -- our m nimum

mandat ed programis based upon the |eak rate and
breaks on certain sections of pipe that prioritize
hi gher replacenents of -- of sections of pipe. W --
we prioritize those and replace those sections of pipe
based upon those | eaks and breaks. And those are
specific projects, not part of the blankets.

Q So you're making repai-- sorry.
You're -- you're making replacenents for the purposes
of repairing | eaks, but they're not |eak repairs?

A well, it's -- it -- in effect, it's
repairing the | eak by replacing the nain.

Q So they're repairs of |eaks. They are --
they're replacenents for the purpose of repairing
| eaks?

A Leaks and break sections that are
determ ned that that section of pipe is a higher
priority main to be repl aced.

Q Al right. I1'mgoing to hand you a copy
of M. Robinett's testinony. And can you turn to

Schedul e 2? That's tabbed, | believe. And
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particularly page 5 of Schedule 2 if you can find it.

A Ckay. |'ve got it here.

Q So Schedule 2 here is a copy of the DR
responses that we received fromSpire in this case.
You woul d agree with me that DR 537 on page 5 of
Schedul e 2 reads, Please identify by work order nunber
each and every work undertaken for the purpose of
repairing | eaks that were not designated as a bl anket

wor k or der.

You woul d agree with that -- that's what
t hat says?
A Yes.
Q You woul d al so agree that the response

reads, As discussed in the Conpany's application, such
| eak repairs would be customarily charged to bl anket
work orders so that the Conpany has not accunul ated
information for |eak repairs not charged to a bl anket
wor k order and so does not believe that there will be

any material |evel of such repairs.

A | see that.

Q That is -- that is what that says?

A Yes.

Q Al right. Thank you very much. [|'m
going to nove onto the -- the discussion regarding the

novi ng of neters. Just to be clear, are you saying
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that Spire expended no noney to nove neters?

A No, no. |'mnot saying that at all.

Q So Spire did spend noney to nove these
nmet ers?

A Yes.

Q Ckay. And the noving of these neters,

that was, as you said, a result and a deci sion of
Spire to change the gas pressure in its service

system Correct?

A That's correct.
Q How nmuch of the pipe that was retired in
t hese cases was actually dug up? | know you probably

can't give ne a --

A | couldn't say.

Q -- specific nunber, but could you give ne
rough estimate percentagewi se? Ball park it for ne.

A There would be no way for nme to ball park

Q How nuch of it did you actually see, did
you personally observe?

A | couldn't say how nuch |'ve actually
personal | y seen.

Q The pipe that's being put in -- sorry.
The plastic pipe that's being put into the ground as a

repl acenent, that's polyethylene. R ght?
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A Yes.

Q Yes. Wuld you agree with ne that that
pol yet hyl ene wears out nuch sl ower than cast iron or
bare steel -- or rather shoul d?

A No, | couldn't say that. | think cast
iron has got an 80-year life. | don't think -- |I'm

not sure what the active life of plastic is.

Q So you're saying that plastic wears out
faster than cast iron?

A No. I'msaying | -- | don't know what
the -- the -- what the relative -- plastic is fairly
new so | don't know that we have that sort of
knowl edge right now of how |l ong the plastic -- you
know, its active life.

MR CLIZER Want to hand these out for

me?

MS. SHEMAELL:  Sure.

MR CLIZER: Hopefully that's ten. [|I'm
not sure. |I'mgoing to wait for just a mnute to nmake

sure everybody gets a copy of that.
BY MR CLI ZER

Q M. Atkinson, I'mgoing to pose it to you
that what |'ve just handed you is the cross of Ca--
Craig R Hoeferlin that was done in the evidentiary

hearing on 8/27/2018 in the last | SRS case. And you
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will see on page 374 of the docunent | just handed to
you, there's a question, Is it your opinion that
plastic is going to |last |onger than cast iron or
unpr ot ected steel ?

And the answer, Yeah. The industry right
now -- no indication that there wll be any issues
with plastic. Early on when the plastic was first
i nvol ved, there was sone issues with what's call ed
| egacy plastic. W do not have any of that, for
i nstance, in Mssouri East. Oher conpanies may have
alittle bit of that. They're going to replace it.
But the plastic we're putting in, the polyethylene, it

should last indefinitely.

| just want to confirm Are you -- would

you agree or do not -- agree or disagree wth that
st at enment ?

A | wouldn't -- | wouldn't disagree with
t hat statenent.

Q | woul d not disagree?

A All I would say is indefinitely is --
IS -- is avariable that | don't think is -- you know,

we could say for sure.
Q Al right. Just for ny persona
education, did you -- are you a professional engi neer?

A No, |'m not.
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Q Okay. Thank you.

M5. SHEMAELL: Judge, may | ask a
guesti on about the paper that M. Pendergast handed to
M. Atkinson?

JUDGE DI PPELL: Are you asking if you can
ask nme a question --

MS. SHEMAELL: No.

JUDCGE DI PPELL: -- or M. Pendergast or
the w tness?

JUDGE DI PPELL:  No.

M5. SHEMAELL: M. Atkinson.

JUDGE DI PPELL: Certainly. Go ahead.
CROSS- EXAM NATI ON BY Ms. SHEMAELL:

Q M. Atkinson, the paper that
M . Pendergast handed you, is that a white paper
witten for NARUC?

A Are you tal king about the DOT and PHVBA?
Q Yes.
A Yes, | believe it is. It's -- it has an

encl osure of a white paper with the initial letter.

Q s that part of any PHVSA rul e?

A Not that | know of. [|'mnot --

Q O any federal rule?

A l"'mnot the -- the expert on -- on the

rul emaki ng part of it, but | do not knowif it is or
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not .

Q Can NARUC nmandate that a utility take any
particul ar action?

A | do not know that.

Q You said you have been out and seen

pi peline that's deteriorated when you' ve dug it out.

Have you docunented that?

A Personal |y, no.
Q That's all | have. Thank you. That's
all 1 have. Thank you. W're through.

JUDGE DI PPELL: Al right.

MR. PENDERGAST: Your Honor, could | have
three mnutes to converse with OPC about sonething
bef ore we conti nue?

JUDGE DI PPELL: Okay. W can go off the
record for just a couple m nutes.

(O f the record.)

JUDGE DI PPELL: Ckay. So we're back on
the record. The reason we took a little break there
was counsel for Spire had sone updated DR response
information to provide to Public Counsel that they
t hought they m ght need in cross-exam nation of this
wi tness. That's undeterm ned because they haven't had
a chance to look at it and review it.

The Comm ssioners have their regularly
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schedul ed agenda at noon and it's al nost a quarter
till. So I think what we're going to do then is go
ahead and take our |unch break. And that will give
Public Counsel tinme to |ook at that and we can j ust
continue with M. Atkinson after -- after |unch.

So we're going to go ahead and break
until 1:30. That wll give the Conm ssion tine to
have their agenda and actually have sonme lunch. So if
you think of any other procedural issues and so forth,
| woul d encourage you to try to think of those and get
those taken care of during the lunch break so that we
can just plow ahead in the afternoon and hopefully
wap this up still today.

MR. PENDERGAST: Thank you, Your Honor.

M5. SHEMAELL: Thank you, Judge.

JUDCGE DI PPELL: Thank you. W can go
ahead and go off the record and we'll be in recess
until 1:30.

(O f the record.)

JUDCE DI PPELL: So we are back on the
record even though it is not after lunch. The parties
suggested that we go ahead and hear their tax
settlenent issues and -- so that they can put their
tax people back to work, at |east headi ng back to the

office today. So we are going to go ahead and deal
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with that and then break for lunch. That should just
take a few mnutes. So do | need to go ahead and
swear M. Kuper in then?

MR, ZUCKER: | don't think so. | think
he's just reporting a settl enent.

JUDGE DI PPELL: Ckay. D d you want to
share with us then, M. Kuper, what -- what the terns
you all have reached? O . M. Zucker, whoever is
presenti ng?

MR, ZUCKER: M. Kuper?

MR. KUPER  Sure. | nean, I'Il -- 1"Il
take a stab at it and Kimcan fill in sonme blanks and
adj ust what we need to.

So we've got the -- the tax gross up
I ssue essentially for the revenue requirenent for both
East and West. So the conponents of the revenue
requi rement that the tax gross up is associated with
iIs what on Kims schedules -- | guess Appendi x A,
Schedule 8 is the UO requirenent.

And based on Staff's recommendati on, that
nunber is 3,875,954, So the gross up associated with
that, the parties have determned that we will split
that difference in half and half would be included in
revenue requirenment and half would not. So the total

of that gross up is 1,323, 058.
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So the parties have agreed that 661, 529
woul d be included as the revenue requirenent, which
woul d adj ust the revenue requirenent for that
conponent from 3,875,954 to 4,537, 483.

Then there are two additional conponents;
one i s depreciation expense and one is net property
taxes. So based on Staff's recommendation, the sum
total of those three conponents originally as reported
was 6,480,670. The adjusted total would be 7,142, 199.

MR, ZUCKER: And are you referring to
Spi re East now?

MR. KUPER This is Spire East, correct.

MR. ZUCKER: East. GCkay. So all of --
all of those nunbers were --

MR. KUPER: Al of those nunbers were
related to Spire East.

So the nethodol ogy for Spire West is
essentially the sanme; whereas, the tax gross up
conponent is split 50/50. There, per Staff's
recomendation, the UO required was 3, 226,502. And
the tax gross up -- let ne -- the tax gross up was
1,101, 366, of which half of it is 550, 683.

So that would be added to the 3,226, 502
to have the revenue requirenent of 3,777,185. Al ong

wi th the depreciation expense and property tax
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conponents, the total would be 7,129,659. And these
are based on the Staff recomended origi nal nunbers.

JUDGE DI PPELL: And then you all are
going to -- you've agreed that you're going to neet
and di scuss these things with regard to future cases.
I's that ny understandi ng?

MR ZUCKER: Yes, Your Honor.

MR. KUPER  That is correct.

MR, ZUCKER. So -- yeah, this doesn't
permanently settle the issue. It conpromses it for
this case. And then we're going to then work together
and OPC wll -- is welcone to participate and |'m sure
will.

JUDGE DI PPELL: And are you al so then

going to reduce that to a witten formwth those

figures?

MR ZUCKER:  Yes.

JUDGE DI PPELL: And give those to us so
that we --

MR, ZUCKER: We woul dn't have it any
ot her way.

JUDGE DI PPELL: Ckay.

M5. BOLIN. If -- if the Conm ssion would
have a different decision, we would still apply the

sanme met hodol ogy - -
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JUDCGE DI PPELL: R ght, right.

M5. BOLIN: -- but for now, the nunbers
are that.

MR. KUPER  Yeah. So based on these
figures, that's what the adjustnents would be, but if
the ultimate result of the -- the case has adjustnents
to the figures, the tax conponent could have an
adjustnent to it.

JUDGE DI PPELL: Right. Ckay.

MR, ZUCKER: And -- and | think we've al
agreed to enter into evidence M. Kuper's testinony --
Direct Testinony and Ms. Bolin's testinony,
particularly on the tax issue. She covers other
ground. And | don't think OPC had any testinony on --
specific to tax.

JUDGE DI PPELL: Ckay.

MR, ZUCKER: |Is that acceptabl e?

JUDGE DI PPELL: M. Berlin.

MR, BERLIN:. Yes, Judge. | just want to
clarify that this settlenent is actually, you know,

i ndicative of prior settlenents of this tax issue, is
it not?

MR ZUCKER. Wl --

MR. BERLIN. O close.

M5. BOLIN:. C ose. Sone -- yeah.
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JUDGE DI PPELL: Okay. Okay. Then -- so
| basically then had an offer of M. Kuper's
testi nony, which has been marked as Exhibit 5. Wuld
there be any objection to that? Seeing none, |
wll --

MR. BERLIN:  No.

JUDGE DI PPELL: -- enter M. Kuper's
testinony into evidence.

(Exhibit 5 was received into evidence.)

JUDGE DI PPELL: And then with regard to
Ms. Bolin's testinony, since that's part of the Staff
report as a whole, we'll just wait and take that when
that's offered as a whol e.

Al right. |Is there anything further
that the parties need to present to the Conmi ssion?

MR, ZUCKER: Seeing none --

JUDGE DI PPELL: Seeing none, then we wll
break and not cone back on the record until 1:30.
Thank you. W can go off the record.

(A recess was taken.)

JUDGE DI PPELL: Let's go ahead and go
back on the record. So we left off at our |unch break
wth M. Atkinson, so |I'd ask himto cone back to the
stand. |Is Public Counsel going to have further

Cross-exam nati on?
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MR CLIZER  No.

M5. SHEMAELL: Thank you, Judge.

JUDGE DI PPELL: Al right. Are there
Comm ssi on questions? Conm ssioner Kenney, you had
sone questions?

COW SSI ONER KENNEY:  Thank you.
QUESTI ONS BY COWMM SSI ONER KENNEY:

Q See where we are. Good afternoon.

A Good afternoon.

Q Al right. How many m |l es of pipe does
Spire have left inits footprint of copper or bare
Ssteel ?

A Cast iron or bare steel?

Q Yes. Cast iron or bare steel, excuse ne.

A | don't have the nunber off the top of ny

head, but we can certainly provide that to you.

Q Any range?

A Say roughly 600-ish mles of cast iron.
Q How -- how - -
A And -- and we've got two sides of the

state, so | don't have the nunbers that | can give
you.

Q Ri ght now does -- Spire has a programin
pl ace. Wat do you -- what's Spire's plan? How nany

mles do they try to do in a year fromeast or west?
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A So -- so on the east side of the state,
we' ve been replacing roughly 60 to 65 m|es of cast
iron. And on the west side of the state, we've been
doi ng nuch nore. More like 120 mles of cast iron and
bare steel pipe.

Q Wiy is that?

A They have a wider -- they have nore than
M ssouri East and it's over wider areas of their
territory. So we're able to get into, you know,
bi gger areas with nore -- nore of our contractors to

be able to replace nore pipe --

Q Ckay.
A -- on the west side. And | also want to
say that the west side we don't -- we're not noving or

repl acing the service and noving the neters outside.

So that has, you know significant tine.

Q I s that just because in those areas you
don't -- neters are already outside?

A That's correct. And M ssouri West
they're in -- the majority of the nmeters are already
outside with service lines that have been repl aced.

Q So MGA -- MGE probably already did that
at one point?

A That's correct.

Q kay. How -- how do you prioritize where
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the Conpany's going to go in each -- in each district,
west or east?

A Yeah. |It's based upon our DI MP plan, so
our Distribution Technical Managenent Plan, | ooking at
the risks to our system They -- they do a heat map
based upon | eaks, water infiltration, breaks. Several
different fa-- you know, many different factors go
into that DIMP plan to build a heat nap of the
priorities of -- of the mains to be repl aced.

Q | s everything based on -- the ngjority of
it based on safety?

A | would say the majority is based on
safety. There's probably sone based upon nmaybe O and

M costs, but the majority is based upon safety.

Q Now, when you renove the -- the neters
and -- and replacing those to outside, is that based
prio-- primarily on -- on safety because of the
nmetrics involved nowwth the -- with the change in

Conpany policy?

A No. | nean --
Q Regarding the -- the pressure?
A So on the M ssouri East side with --

where nost of the neters are on the inside on our cast
iron system the -- the decision to replace that

systemw th a higher pressure systemreally
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necessitated noving the neters outside so that we

weren't introducing higher pressure into the

basenents.
Q Safety issue?
A Safety issue, yes.
Q Ckay.
A But al so, you know, we -- we have shown

that there is no additional costs for doing those
repl acenents, noving neters outside.

Q How -- how do you -- how do you say
there's no additional cost? Does the neter cost?

A Yes. But |'m saying as opposed to
transferring the service line and | eaving the neter
i nside, we've done a cost analysis of that with
replacing the service line and noving the neter
out si de and we've shown in those analyses that it's

cheaper to --

Q If you --
A -- replace the service line --
Q If you're replacing a service line, it's

cheaper to replace the neter --
A That's correct.
Q -- at that tine?
A That's correct.
Q Ckay. Are we dealing with -- when --
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on -- regarding the plastic, are we dealing with main

that's been replaced and service lines --

A Yes.

Q -- that are going to be replaced --

A That's correct.

Q -- or have been repl aced?

A There's -- there's plastic both in the

mai ns that are being replaced and the services that
are bei ng repl aced.

Q kay. So -- and when you're replacing
the main, ex-- explain to ne the process. Let's say
the Conpany has -- has identified a 1, 320-foot section
of pipe and there's already been 100 feet repl aced
in-- like two 50-foot sections have al ready been
replaced in plastic --

A Correct.

Q -- and the Conpany says we're going to
replace the whole thing. |It's cheaper. Wy?

A kay. So generally when we repl ace those
smal | sections of cast iron with plastic in the past,
they were inserted inside the old cast iron. So
they're physically part of that cast iron nain.
They're inside and reconnected to the other cast iron
sections that are still there.

Q How i s that done? How do you connect
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the -- if youredo it -- if you put a piece of -- you

insert it within the existing cast iron?

A. That's correct.
Q And - -
A. That -- that's -- that was the old net hod

of how we repl aced sections of --
Q Let's say | have a 100 foot -- I've
changed the paraneters. | have a 100-foot pipe and

I'"'mgoing to insert a 20-foot piece at the section

that | knowis -- is conprom sed.

A Ri ght .

Q How do you seal that?

A Well, there's con-- there's connection --
there's fittings that -- that connect plastic to cast

iron. And so you can --

Q E-- without -- | understand if | take
a -- a PEX pipe and plunmbing and | connect it to a
pi ece of steel pipe --

A Yeah.

Q -- | understand that. But you said it's
inside of it. So how do you connect --

A Well, you're basically taking out that
ol d piece of cast iron. 1It's now becom ng abandoned
in place and there's a piece of plastic inside.

Q Do you -- do you cut it out and then
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connect the piece of plastic?

A It's inserted inside of that old piece of
cast iron.

Q And how does that connect?

A And so on the other ends of it where --
where you're connecting back to -- to the old cast
iron that's still going to stay in place, there's
fittings that connect those two. You're just
utilizing the cast iron as a conduit for the new
pl astic pipe.

Q kay. So if that's the case and nowit's
been determ ned -- you -- you've done that fix in the
past. Let's say that fix was -- how many years ago
could that have been going back? How far?

A Ch, 30 years maybe.

Q Ckay. Let's say it's 25 years ago.

A Ckay.

Q You did a fix and -- of that 1, 320-foot
gquarter mle section of pipe, you did, as | nentioned,
two -- two changes, two fittings.

A Yep.

Q And -- and now you're going to repl ace
that hi-- that entire length. Is it the -- is OPC
conpl ai ning that they don't want you to do that
because you al ready have those pieces of -- in there
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al ready?

A | believe what they're saying is they
would |ike us -- they would -- | don't know exactly
what they're saying, but they're saying that the
portion of plastic that -- that we're replaci ng out of
that should be ineligible because it's not worn out or
deteriorated. And what we're saying is that the
nmet hod we woul d replace that is cheaper to replace it
then to re-use it.

Q Yeah. So you'd have -- they woul d want
you to either replace it for free or -- or no, excuse
ne. Let's say okay, they want you to replace it,
whi ch woul d nean you'd have to -- now, when you --
when you put in -- right -- currently when you put in

gas, do you bore it now?

A Generally, it's bored as nmuch as
possi ble. There -- there will be sections --

Q What si-- what size line do you bore up
to?

A So -- oh, we'll bore up to, you know - -

Q Si x inch?

A -- eight inch --

Q Ei ght inch?

A -- even eight-inch nmain. But generally

the pipes that are being put in are two inch and four
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inch for the -- for the cast iron repl acenent.

Q Most of what you're -- what we're talking
about, replacenent, is tw inch?

A Yes. Most of it.

Q So you've got to bore out the majority of
t hose?

A Yes. \Were possible, right.

Q kay Otherwi se, you would have to go in

with the trencher, dig it up?

A And we're putting it in a different
| ocation fromwhere the current cast iron is. The
cast iron is generally in the street and so we're --

Q Ri ght.

A -- we're going in the parkways or, you
know, outside of the street area to put the new
pl astic pipe in.

Q So -- so -- so the argunent on behal f of
Spire is that if you have to go in there and dig up
the street, you have to replace street, you' re going
to have to bore so much of a pipe, you have to dig it
up, dig out the existing pipe, connect it. So |
I magi ne you would --

A It's at a different depth. [It's a deeper
depth than the old stuff than conpared to what we put

it in now, sothere's a depth change.
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Q You put it in deeper now?
A W put it in less deep. It was nornmally

five to six feet deep in the old way --

Q So with gas, do you have to do rolling
fittings, like 22.5 or 45s or can you do a straight
80 or 907

A Wth -- with plastic, you can, you
know -- you can bend sone of it. But there -- you
know, if -- if you're tying onto a transfer, you're

going to be using fittings to do that. There's
goi ng --

Q | understand that.

A Yeah.

Q But no, not bending the pipe --

A Yeah.

Q -- but when you use a fitting, you have

to go down. Do you have to roll then? Do you know
what | nean by that from --

A No.

Q -- an engi neering standpoint?

A No.

Q Well, you can't do a straight el bow
because -- |like on water, you can't. You have to rol

it maybe 22.5 and a --
A Yeah. For the --
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Q For the -- so it doesn't --
A Yeah.
Q -- get a throw factor against the wall,

It doesn't displace that.

A Yeah. We would --

Q You don't have to do that wth gas?

A No, no. But -- but to make that -- that
di-- difference in depth change, we woul d generally be

using fittings to be able to nake those angles from
the new main to the old main to the -- to the service

|ine that has to be reconnected.

Q Ckay. So when you -- on the nmin, when
you take that -- those two 50-foot sections, it's
just -- you're saving noney, nunber one, a Sstreet;

nunber one, trenching. You can just bore one

conti nuous --

A That's correct.

Q And no the two inches, do they -- does
that conme in -- what size sticks does that come in?

A It comes inrolls, so --

Q Ckay. Not like the eight inch? 1t cones
inlike a --

A That's correct.

Q -- a 24 or 30 foot stick?

A Two inch and three inch cone in rolls,
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and four inch and larger cone in sticks.

Q kay. So you can just roll that out?
A That's correct.
Q And it would be a continuous one and then

you connect them and you go so far?

A That's correct.

Q That nmakes a | ot of sense to nme, why it
woul d be economically feasible --

A Yes.

Q -- on the main.

Now, getting to the res-- the

residential. Are conponents considered the fittings

that go froma main to a residential?

A Say that one nore tine.

Q The conponents that are nentioned that --
when -- you have -- when you -- when you tee into a
main --

A Uh- huh.

Q -- or spliceinto it sone way and you run

it to a residence --

A Yes.

Q -- is that a half-inch or three-quarter
i nch?

A Vell, generally -- they're different

sizes, but they range basically for residential half
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i nch, one inch, inch and a quarter, sonething |like

t hat so.

Q What determ nes that?

A The -- the -- you know, the |oad of the
home that is being served and -- you know, at the

time, certainly the pressure. So a |ow pressure
service line would have had to have been maybe a
little bit bigger than a internedi ate pressure

60- pound system just because the pressure drop would
be greater across a |lower pressure main than it would

be for a higher pressure main.

Q Ckay. So why is it -- so when you --
fromconnecting to -- what's -- okay. Let's say you
have a -- fromthe -- you're in an easenent now, not

in the street. Correct?

A Well, you're in the custoner's property.
W -- we won't get an easenent --

Q No, no. |'mnot tal king about the --
the -- I'mtal king about your main. |It's going to be

In an easenent.

A No, it would generally be in the
right-of -way.

Q The right-of-way. kay.

A But not in the -- not actually in the

pavenent .

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

120



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

Q Yeah, | woul d consider that an easenent.

A Yeah.

Q Ckay. It's the right-of-way.

A Yeah.

Q And you're allowed to go into with
AT&T and --

A Yep.

Q -- all -- anybody el se?

A That's correct.

Q And so you run it fromthere, you run it
to the house. So it could be -- in older houses it

m ght be a hundred foot run, newer house m ght be
fifty, anywhere -- it ranges. Right?

A Yeah. In the city, generally they're --
they're not that long. But they -- they certainly can
run anywhere from you know, 30 to a hundred feet,
sure.

Q So is it your testinony that boring
directly to the house is | ess expensive than
di sconnecting the house |ine and reconnecting it to
t he new mai n?

A Right. That's correct. The -- the --
the cost difference -- there's a -- it's cheaper to
run a new service fromthe point where you' ve put the

new nain in to the -- the new neter |ocation that's
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going to be outside and on the side of the custoner's
honme, as opposed to digging dowmn to the old service
line, trenching to it in the street, reconnecting it
and then it serving it from-- with the neter inside
t he basenent.

Q Refresh ny nenory froma |ater case. |
don't know if you were the witness or not. An earlier
case, excuse nme. Were -- what type of -- on these
ones you're replacing, what type of line currently is
I n existence?

A Well, different -- it varies. In
M ssouri West, many of those are plastic services.
Sonme are still bare steel. There's sonme hard copper
services and things like that. But the majority
are -- would be plastic -- existing plastic services.

Q And there's -- is there any safety
concern by hooking up to the existing one versus
runni ng a new one?

A Vell, you're -- you're adding the
additional fitting of where you have to tie in that
service line. But the other part of it is the fact
that it's serving a neter that is sitting inside the
basenent of that hone.

Q So that's a safety aspect on that end?

A. Yes.
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Q What's the safety aspect -- you stil
have to hook it up -- you still have to join it to a
new | i ne, whether it's a new run or an old run?

A Correct. But you don't have that
additional fitting where you're tying into the
exi sting service. You're always going to have the tie
into the new mai n, yes.

Q Regar dl ess?

A Regardl ess. But you're not going to have
that additional fitting where you' re now connecting
back to an existing piece of service line that is a
potential for a failure.

Q On the I SRS, do you have -- do you have
an -- an -- a percentage that we're tal king plastic
repl acenent only between the nmain |ines and the

residential ?

A Say that one nore tinme. |'msorry.
Q Well, do you have -- are the mgjority of
the plastic replacenents the -- the runs going to the

hones versus the --

A | would say the majority of the plastic
being replaced in our -- in our -- in our replacenent
programis due to the service lines that are being
repl aced. There is certainly, as we've discussed,

mai n segnents where there's plastic, you know,
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increnentally in those things that we have repl aced
earlier. But the mgjority of the plastic being
replaced is -- is the service |ines.

Q And | apol ogi ze, but -- | nean this is
probably a question for OPC but maybe you can answer
it. Does OPC continue to argue the fact of choosing
di fferent honmes -- ho-- residences that are weal thier
resi dences getting service versus |ower incone

resi dences --

A | haven't heard that argunent.

Q -- being prioritized?

A | have not heard that argunent.

Q I s that argunent what canme up in a case

earlier because --
A kay. | never heard --
Q -- running aline toa-- to a 700, 000

dol I ar house, why should they have a free |ine?

A. Yeah. |'mnot aware of that argunent,
but yeah.

Q kay. | think that's all ny questions.
Thank you.

A Ckay.

JUDCGE DI PPELL: Thank you. Chairnman
Silvey, did you have questions?

QUESTI ONS BY CHAI RVAN SI LVEY:
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Q | do briefly. Thank you. And | think
Conmmi ssi oner Kenney covered a |l ot of the ground that |
was interested in, but specifically if you renenber
back -- were you in the -- in the roomthis norning
when | was questioning the attorney on openi ng?

A Yes.

Q Ckay. So in looking at the case and --
and the section that | had read out of the case
tal ki ng about what is truly incidental and
specifically required to be replaced as opposed to not
boot st rappi ng conponents that are not worn out or
det eri or at ed.

So from your perspective as sonmeone who
Is kind of in charge of this process, where does
i nci dental end and boot strappi ng begi n? Because
clearly the Court has contenplated that that exists

somewhere. So how woul d you define that?

A Yeah. | -- | listened to Mke's response
on that and it certainly is a gray area. But in -- in
my opinion, | feel like as -- if you |look at our

repl acenent program as a whol e, the anount of plastic
that is in the mains that we're replacing is
incidental to the anmount of cast iron that we're
replacing. | don't know the exact percentages, but

it's -- it's -- | could consider it to be an
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I nci dental anount.

The service lines that are plastic that
we're replacing cone along wwth the fact that we're
replacing the entire systemand we found that it's
nore cost effective to replace those plastic services
by putting a new service line so we can get the neter
outside. And we've shown that that is cost negative
to -- to the SRS cost. But the -- the plastic main
portions | would consider to be incidental to our --
our entire replacenent program

Q So you're defining the word "incidental™
by | ooking at the entire universe of things to be
repl aced?

A Tha-- that's wh-- that's what | say. |If
you | ook at project by project, you nmay see that one
proj ect has nore plastic than another. But if you
| ook at the -- the programas a whole, the anount of
plastic in our |ow pressure systemis -- is what |
woul d consider to be incidental to the anmount of cast
i ron.

Q And forgive ne if this was covered before
| stepped back in, but plastic pipe itself, how |l ong
is it supposed to last? O is there -- is there a
physical or scientific time at which it becones

deteriorated? | nean sonebody used the word
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“indefinitely" earlier today so could you --

A Yeah.

Q -- explain that to ne?

A Yeah. [1'Il try. So we've |ooked at what
the depreciated life -- average service life has --

has been set at for plastic.

Q Set by who?

A |"mnot sure -- I"'mnot sure who it was
set by, but it's in the -- our depreciation rates. So
['"'massumng it's comng through the Comm ssion --
it's approved through the Comm ssion, but it's part of

our depreciation rates.

Q And you're --
A But | --
Q -- speaki ng depreciation as a financi al

I nstrunment depreciation?

A That -- that's correct. That's correct.
But th-- but wthin that, the average service life is
set. And that's where the 80 -- 80 years of life is
set for mains for cast iron and steel for M ssouri
East. For plastic and copper, it's 70 years i s what
is set for -- for plastic mains. On the west side of
the state, for Mssouri West, all mains are set at 50
years; plastic, cast iron, steel. Service |lines are

44 years for M ssouri East and 40 years for M ssouri
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Vst .
Q Do you have any 70-year-old plastic?
A No.
Q How ol d is the ol dest plastic right now?
A It would have been installed in probably
the early '70s. So 40 plus, fi-- close -- getting

cl oser to 50 years at the nost.

Q kay. All right. Those are -- that's
all ny questions for right now.
COW SSI ONER KENNEY: | have just a quick
followup. 1'd like to apologize. | was getting

American Water confused with Spire. But | have an
excel l ent excuse for that. | have NFL concussi on
syndr one.

JUDGE DI PPELL: Comm ssioner Hall, did

you have questions?

COMWM SSI ONER HALL: | have no questions.
Thank you.
QUESTI ONS BY JUDGE DI PPELL:
Q kay. | had just a few for you.
A Sur e.
Q Ckay. When you were giving your rebutta

earlier, you nmentioned that the cast iron and bel --
bare steel were ranked higher in your program Wat

do you nean by ranked hi gher?
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A So our -- our DIMP program which is the
Distribution Integrity Managenent Program iS -- isS --
was put together to ook at the risks to our pipeline
system And so there's a ranking based upon potentia
risks to those pipeline conponents.

And so as | nentioned, third-party

damage, others digging and hitting our pipes, is the

hi ghest rank of -- in DIMP. But cast iron and bare
steel as far as the risk to -- you know, for things
li ke | eaks and -- and incidents -- pipeline incidents

i's ranked hi gher than sonme other things like plastic
or, you know, coated steel or things |like that. So
there's a ranking. | don't know the -- the exact
ranking, but | know that it's ranked higher in the
list -- in our DIMP |ist.

Q So by ranked higher, you nean it's a

hi gher chance of a | eak or an incident?

A That's correct.
Q s that -- is that programthat you
tal ked about in your -- in your testinony on page 2

you nentioned an Enterprise Asset Managenent system
EAM Is -- how does that figure into your --

A No. Just the -- our EAM systemis a
systemthat we utilize to track all of our assets and

the work that's being done on them and the work orders
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that we provide to our construction crews to be able
to do the work, track their tinme and things like that.
So that's just the systemwe utilize to track our
assets and our work.

Q So that doesn't have anything to do with
ranking the priority --

A No.

Q -- of --

A. No, it doesn't.

Q Ckay.

A The DIMP is a separate --

Q Ckay.

A -- program Not -- not a system but

just a ranking program

Q Al so during your rebuttal, M. Pendergast
was asking you about a finding fromthe prior case
that is -- or cases that are now on appeal that we
tal ked about. And he asked you if you agreed with
those findings that those pipes were -- or that the
cast iron and the bare steel were in deteriorated

condi tion basically?

A Yes.
Q WAs your answer -- do you agree with that
finding with regard to just that -- those old cases or

are you saying that across --
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A. No.
Q -- the --
A. Yeah. | -- | feel that the cast iron and

bare steel has been shown. And we've been, you know,
told by Conm ssion findings and our federal regulators
that it's in a worn out and deteriorated condition,
the entire population of it. Not just what we filed
with the previous case.

Q kay. And let nme | ook here. And are you
in agreenent with what M. Pendergast said earlier,
that basically the -- the I SRS costs that the Conpany
Is trying to recover don't include a cost for the
pl astic because it would have cost nore if you had not
replaced it -- the plastic?

A Well, there is a cost inherent to -- you
know, to replacing all the pipe that's involved in
that. So there's a cost involved with the plastic.
But what we're saying is that it is, in nbost cases,
cheaper to replace it then what it would have cost us
to re-use that plastic so there's an avoi ded cost.

Not that there's no cost, but it's -- it's a | ess cost
than it would be to re-use it.

Q kay. And is that a reduced cost of
every project or is the 1.6 mllion a conbination of

t he 1 ncreases and the decreases?
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A The 1.6 mllion is a conbinati on of both.

Q Sorry. Some of these you've already
answered so I'mtrying to -- is -- in your opinion, is
there an increased risk of a -- of a pipe -- no matter
what -- what it's nmade out of, is there an increased

risk of aleak if it's in service past its useful
depreciated |ife?

A | think there's reason -- that's
reasonable to -- to assess that sonething that is past
its reasonabl e use-- usefulness is nore likely to
| eak. The -- that's it.

Q And then one | ast question. You also
used the termin your testinony at page 4, you used
the term"operationally unfeasible.” Can you just

tell nme what --

A You'll have to help ne with the context
of it.

Q Ckay. It -- you said, Consistent with
this guidance -- and you were tal king about the

gui dance provided by the Comm ssion in the |ast

case -- Spire conducted individual engineering

anal yses on a project-by-project basis conparing the
cost of using the Conpany's approach to retiring aging
pi pe, which involved retiring plastic facilities where

it was econom cally and operationally unfeasible to
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re-use them
And you were tal king about what you were

conparing it with. But what do you nean by
operationally unfeasible?

A Vell, just the -- the cost to re-use
t hose pipes versus the cost to replace it would be
operationally, you know -- you know, un-- maybe
infeasible is not the correct term but it's really
based upon the -- the cost avoi dance of being able to
utilize versus repl ace.

Q Okay. Well, wouldn't that be the
econom cally unfeasible part? | didn't knowif there

was a di fference between --

A Qperationally or economcally?

Q -- operationally --

A Yeah.

Q -- unf easi bl e.

A Yeah. | think it's -- it would be nore

the econom cally infeasible.
Q kay. Ckay.
COW SSI ONER KENNEY: | got anot her
questi on.
JUDCE DI PPELL: Are there other
qguesti ons? Comm ssi oner Kenney.

FURTHER QUESTI ONS BY COWM SSI ONER KENNEY:
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Q "Il be real brief. D d you use the term
"useful life"?

A Depreci ati on average service life.

Q Expl ain that to ne.

A Vell, I'"mnot a depreciation expert.
There wll be probably a witness that wll be able to

explain that better, but --

Q s it --

A -- in our depreciation rates there's a
set average service life of each of our asset types.

Q So howlong is it -- so then you're
saying that whatever that depreciation schedule is?

A No. |I'mjust saying that's -- that's one
of the guidelines that's used to determ ne operationa
service life or average service life of different
asset s.

Q Vell, yeah. But |like -- you can have a
car -- | nean | had a car that was depreciated in

2003. The federal governnment |et ne depreciate it the

first year.
A Ri ght .
Q | had it for 13 years. And you can

depreci ate conputer equi pnent, what, three years. So
that's -- so that's just sane type of thing we're

tal ki ng about ?
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A Yes. Simlar, but -- so yeah. You're
correct.

Q And one -- one question | forgot to ask
you. O the 500-plus projects that were exam ned
bet ween Cct ober 1st, 2017 and January 2018, | think it
was - -

A Yes.

Q -- did -- did the Conpany find any of
those, using the terns "worn out or deteriorated,"”
that they could prove that they were worn out or
deteriorated, or was all the study based on other
paraneters that we discussed earlier?

A Well, the studies were done based upon
the projects that we have deened | SRS recoverabl e

because they were nmajority cast iron or bare steel

repl acenent. That was -- that was a determ ning
factor of -- that we're -- we're stating that those
pi pes are -- are | SRS recoverabl e.

Q | understand that.

A Ckay.

Q But -- but we talked earlier -- not you,

but sone of us tal ked earlier about the Court decision
and the term"worn out"” or --
A. Ch, right.

Q -- "deteriorated.”
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A Yeah.
Q Was your studies focused on that at all?
A No. It was focused on the cost
avoi dance.
Q Ckay. Thank you.
A Yes. Yes.

COMM SSI ONER HALL:  Yeah, |'m sorry.
JUDGE DI PPELL: Conmi ssioner Hall.
That's fi ne.
COW SSI ONER KENNEY:  Uh-oh. Look what |
di d.
JUDCGE DI PPELL: That's what we're here
for.
QUESTI ONS BY COW SSI ONER HALL:

Q Good afternoon. |'mgoing to ask you a
coupl e of questions that may not be fair because |'m
going to -- I"'mgoing to ask you to expl ain not
sonething that's in your testinony but that's in the
Conpany's position statenent.

A Ckay.

Q Because it -- for ne it was clear and
want to nmake sure that it is what was in your
testinony as well. So trying to conply with the
Western District opinions and the Comm ssion's prior

order in this case. The Conpany conducted an anal ysis
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for each of these projects where there was plastic
repl acenent to determ ne whether or not it was, in
fact, cheaper to do the plastic replacenent than it

woul d be to re-use the plastic. Correct?

A. That's correct.
Q Ckay. So when the -- when it was, in
fact, cheaper to -- to replace the plastic, the

Conpany is seeking I SRS inclusion for that particul ar

proj ect --

A Yes.

Q --in -- inits total anpount?

A Yes.

Q Were it was determ ned to be cheaper to
re-use the existing plastic -- |I'mlooking at your

position statenent, the Conpany's position
statenent -- and it said that the Conpany elim nated

fromits | SRS costs the incremental increase.

A That's correct.

Q Explain to nme what increnental neans
t here.

A So the increnmental would be the

di fference between the cost that we estimted between
what was bei ng replaced versus the cos-- the estimted
cost of re-using.

Q And how is that consistent with our prior
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order? Because it seens to ne that in our prior order
we said that if it's not -- if it's not |less costly,
it's not to be included.

A Well, we took the position that we were
still being able to utilize what -- the best way to do
it, but only showing the increnental difference
bet ween what it would have cost to replace it versus
re-use it.

Q kay. So that -- but that's -- so that
was your attenpt to conply with the order, but -- but
there's nothing in the order that says that? | nean
the order itself says that -- said that it's not to be
I ncluded, did it not?

A "' mnot sure exactly what the order is.
There wasn't ny part of it. That's --

Q Okay. Al right. Thank you.

A Ckay.

JUDGE DI PPELL: Al right then. Are
there any further cross-exam nations questions from
Staff?

MR, BERLIN. No, Judge. Thank you.

JUDGE DI PPELL: Any further
cross-exam nation from Public Counsel ?

MR CLIZER  Yes, Your Honor.

FURTHER CROSS- EXAM NATI ON BY MR CLI ZER
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Q This is going to be a bit of a
par aphrasi ng j ust because the topic's been covered
mul tiple ways, but -- and so | nean feel free to tell
me if you don't think this is correct. But is your
position essentially that all cast iron pipes are, by
definition, worn out and deteri orated?

A We do believe that the cast iron pipes

are in a deteriorated condition, yes.

Q But is that all cast iron?
A Yes.
Q So if I installed a piece of cast iron

pi pe tonorrow, your position would be that that pipe

is worn out, deteriorated? Brand new.

A We haven't -- we haven't installed cast
iron pipe --
Q No, no. I'masking you if | installed a

pi ece of cast iron pipe tonorrow, would that piece of
cast iron be worn out, deteriorated?

A No. W --

Q What's the difference between that cast

iron and the cast iron that Spire repl aced?

A It's 60 to 100 years ol d.
Q. Age?

A Age.

Q Age al one?
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A. That's -- that's one factor, but there's

al so the fact that those pipes have been shown to
| eak, have breaks, they are -- they have risks in

DI MP program and they' ve been noted fromthe

our

Commi ssion findings and fromour federal regulators

that we should -- those were --

Q That applies to all cast iron, doesn't
t?

A It does.

Q Ri ght.

A Yes.

Q So that's not -- we're not tal king about

all cast iron. Because you're already said | can

install cast iron tonorrow and it's not worn out and

deteri orat ed.
A But no cast iron --
Q The only difference between that cast

iron and your cast iron is age.

A If you want to say it that way. But the
cast iron -- we wouldn't install cast iron today, so
that -- that point is really noot.

Q Fine. You also said that the

installation of services was cost negative?
A Yes.
Q Ckay. So just to be clear --
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A In certain situations, yes.
Q -- if you -- if you had not touched
services at all, if you had just replaced nains and

only mains, you would have cost nore noney?
A. That's correct. Because of the transfer
costs to -- to -- to -- to nove the -- the -- the na--

the old service line fromthe old main to the new

mai n.

Q So you woul d be changi ng services?

A You woul d have to install a portion of
service line to -- to connect that old service to the
new main to be able to -- to serve the custoner.

Q So there would be a cost for installing
servi ces?

A Yes. The cost to transfer that service
line over.

Q Ckay.

A And that is cheaper than the cost to
repl ace it.

FURTHER CROSS- EXAM NATI ON BY MS. SHEMAELL
Q | have one question. Wich -- when you
say federal regulators, are you tal king about PHVSA?
A The PHMSA and DOT gui delines that they
put out too.

Q PHVSA DOT -- PHVSA's part of DOT?
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A Yes.

Q That's Pi peline and Hazardous Materia
Safety Adm nistration and they operate under DOT?

A Yes.

Q And they have told you that all of your
cast iron and bare steel is in a deteriorated
condi tion?

A No. I'mre-- I'"'mre-- referring back to
the letter that we showed in evidence that they are
recommendi ng repl acenent of -- they -- they --
specifically line out cast iron and bare steel systens
at an accelerated rate and the use of ISRS for -- for
t hose repl acenent projects.

Q And in terns of plastic pipe, in January
of this year did PHVSA decline to require repl acenent
of PVC pi pe?

A |"mnot sure. |'mnot aware of that.

Q Thank you.

JUDGE DI PPELL: Is there redirect?
MR. PENDERGAST: Just a few, Your Honor.
REDI RECT EXAM NATI ON BY MR PENDERGAST:

Q You had sone di scussi on about the Conpany
noving to a higher pressure systemas it replaced its
cast iron main. And | just want to ask you, was the

notivation to replace that cast iron nmain because the
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cast iron was in a worn out or deteriorated condition?

A Yes. Absolutely.

Q Ckay. And in saying as we repl ace that
pipe we're going to a higher pressure system can you
expl ain why that decision was made?

A. Vll, it's -- it's a safer system The
system we have currently that is | ow pressure is what
we call wutilization pressure where there's no
regul ator at the -- the entrance of the service line
to the honme, so it's using main pressure to serve the
hone. If there's an issue on the main where it's
over-pressuri zed, that goes directly into the hones.
And we've seen incidents of that in the recent past
where that's caused probl ens.

These hi gher pressure systens are -- are
cheaper to -- to install because you can use smaller

pi pe, but they have the added safety benefit of

installation of a regulator at the hone that -- that
avoids that -- that pressure issue inside the hone.
Q Okay. And does the fact that you can use

smal | er pipe have any inpact on the installation cost
of that hi--

A Si-- significant, yes. W would be
installing nore |ike six- and eight-inch pipe where

we're installing two- and four-inch pipe and those are
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significant differences in cost.

Q Ckay. And did noving to a higher
pressure system have any inpact on the nunber of
regul ators that need to go ahead and be nmi ntai ned?

A Yes. W currently have sonmewhere near a
hundred | ow pressure regul ators that serve that
utili-- utilization system \Wen we're done with this

| ow pressure replacenent, with the higher pressures

we' Il have six new regulators that will serve that
sane ar ea.

Q kay. So from 80 down to 67

A Yeabh.

Q And does the Conpany re-use plastic where
it's economcally feasible to do so?

A Yes, we do. We've |ooked at studies
where -- you know, we -- we are operating pipe and --
and re-using areas that have pressure tests. W -- we

utilize that pipe as opposed to replacing it.

Q And you were asked by Conm ssioner Hall a
coupl e of questions about if you have a project where
the replacenent of plastic was slightly nore expensive
than re-using the plastic, you elimnated the
i ncrenmental cost?

A Correct.

Q What inpact did that have on whet her you
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were in the end recovering any costs associated with
repl acenent of plastic?

A None.

Q None in terns of there were no costs
associated with plastic that you were recovering?

A. VWll, we -- there certainly were costs
i nvol ved in those replacenents, but we're only
recovering the pa-- the portions that were increnental
to the -- to the repl acenent.

Q Correct. And in doing that, are you
collecting a cost that reflects any added costs

associated with replacing rather than re-using the

pl astic?
A No.
Q Thank you. | have no further questions.

JUDCGE DI PPELL: Thank you. Thank you,
M. Atkinson. You nay step down.

THE W TNESS: Thank you.

JUDGE DI PPELL: Moving right along, we
can go to Spire's next w tness.

MR. PENDERGAST: Thank you, Your Honor.
We call Wes Selinger to the stand.

JUDGE DI PPELL: Would you pl ease rai se
your right hand.

(Wtness sworn.)
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JUDGE DI PPELL: Can you pronounce your
name for me so | --

THE WTNESS: It's Wesley Selinger.

JUDGE DI PPELL: Selinger.

THE WTNESS: Yeah. It's okay. | always
say hard G but you know, it seens |ike nost people go
with the soft G
VWESLEY E. SELI NGER, having been first duly sworn,
testified as foll ows:

DI RECT EXAM NATI ON BY MR. PENDERGAST:

Q Yes, M. Hard G Selinger. [If -- did you
file Direct Testinony in this case?

A Yes, | did.

Q And has that previously been marked as
Exhi bit Nunber 7?2 O 8 --

A Yes.

Q -- excuse ne.

And if | were to ask you the sane
guestions that appear in that testinony today, would
your answers be the sane?

A. Yes, they woul d.
Q And do you have any corrections to nake
to your answers?
A. No, | don't.
Q Wth that, are those answers true and
Tl GER COURT REPORTI NG, LLC 146
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correct, to the best of your know edge and belief?

A Yes, they are.

Q Ckay. | would ask that -- and did you
al so submt an affidavit separately that has been
mar ked as Exhibit 7?

A. Yes, | did.

Q kay. And is the information contained
in your affidavit true and correct, to the best of
your know edge and belief?

A Yes, it is.

MR, PENDERGAST: kay. In that case, |
woul d ask that both of these exhibits be admtted into
evi dence.

JUDGE DI PPELL: Wbuld there be any
objection to Exhibits 7 and Exhibit 8?

Seeing none then, I will admt those into
t he record.

(Exhibits 7 and 8 were received into
evi dence.)

MR, PENDERGAST: Should | proceed with --

JUDGE DI PPELL: Go ahead -- go ahead with
rebuttal .

BY MR PENDERGAST:
Q Yes. Do you have any rebuttal to the

testinony of Staff or OPCin this case?
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A | have rebuttal to the testinony of the
OPC.

Q Ckay. And can you please identify who
you have rebuttal to?

A | woul d address a small portion of
M. Robinett's Direct Testinony, but primarily
M. Schal |l enberg' s testinony.

Q Okay. Speaking to M. Robinett's
testinony, at page 13 of his Direct Testinony, he
characterizes the Conpany's replacenent plastic
facilities wth no added cost as being a prudence

issue. Do you agree that it's just a prudence issue?

A No, | do not. | believe the prudence
issue is irrelevant in this case. | have
denonstrated -- | think everybody's on the sane page

that prudence is not really a relevant factor here.

Q Okay. To your view, what is the primary
notivating factor behind and results of the analysis
that the Conpany did? 1Is it an econom c issue?

A Yes. It's primarily to denonstrate that
t he approach that Spire took to replace pipe that
i nvol ved the incidental replacenent of plastic was
nore cost effective than using the approach to where
we utilize the pipe in place.

Q And in your view, is that why it's I SRS
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el i gi bl e?

A Yes. Because in that case, what
essentially results is a cost savings and not an | SRS
cost. And any of the plastic pipe we've already shown
as being essentially driven by the retirenent of the
pl an-- pipe that's in a worn out or deteriorated
condi ti on.

Q Okay. And in your viewis the fact that
it al so happens to be a prudent thing to do nake it
not | SRS eligible?

A No.

Q Do you have anything else with regard to
M. Robinett's testinony?

A | do not.

Q Movi ng al ong, do you have any rebuttal to
the testinony filed by OPC wi t ness Robert

Schal | enber g?

A. | do.
Q Pl ease proceed.
A. |'d like to address the issue of the

overhead costs that was raised in M. Schall enberg's
testi nony.

Q kay. And what is your understandi ng of
what M. Schallenberg is saying in his Direct

Testi nony?
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A Well, he raises several points.
Specifically one statenent he made is that overhead by
its nature is not normally an eligible I SRS cost. |
woul d di sagree with that. First and forenost, because
the | SRS statute does not distinguish between
indirect, direct costs. It lays out construction
costs associated with I SRS eligible projects.

| think there's a variety of functions
that go into designing, inplenmenting, recovering the
costs associated with | SRS projects from-- whet her
that's the engineers that design that to the fol ks out
inthe field that do the work to HR people that nake
sure the people that do the work out in the field are
hired and trained and fit to performthat work. |
think there -- it's just an inaccurate statenent to
say that the ISRSis primarily neant to refl ect
construction costs and not overheads.

Q And are the costs associated with those
engi neeri ng and other support staff that you' ve
nmenti oned, have they been included in your overhead
assigned to these projects?

A Yes.

Q Ckay. And in your view, are these people
critical to making sure that these facilities are

installed correctly?
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A Yes.

Q Ckay. Are they critical to making sure
that the enpl oyees going to work are fit and conpetent
and trained?

A Yes.

Q Ckay. You nentioned sone of the
functions that are included in there. Are enployee

benefits also included in these over heads?

A. Yes, they are.

Q And what kind of enployee benefits woul d
t hose be?

A Wel |, your pension, insurance.

Q Medi cal ?

A Yes. Medical.

Q kay. Is that a significant portion of

t hose workers' costs?

A | believe it is. [|'mnot an expert on
that, but | would say that fromny experience and
interaction with fol ks in our conpany, that yes, it
I'S.

Q Ckay. And once again, those would be
i ncluded in the overheads?

A Yes.

Q I s non-productive tine included in the

over heads?
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A Yes, it is.

Q kay. And just for the Conm ssion's
benefit, would you explain what non-productive tine
I S?

A Wl l, so assune -- we'll take one of
t hose groups, like the HR or Human Resources
Departnent. Essentially you're going to have to take
their tinme, which would include vacation tine, sick
time, things like that. Not necessarily directly
related to | guess the direct functions of their
departnent, but then you would allocate that tine
using the productive tinme that they -- that they are
wor ki ng on specific tasks.

Q Okay. And where is the non-productive
time of the enployees actually out in the field doing
the work captured?

A | believe in the same -- it would be
al l ocated anong their departnent.

Q Okay. And woul d be collected in the
over heads?

A Yes.

Q kay. So to the extent sonebody has two

or three weeks of vacation, which is what we call

non- productive time, they have sick | eave that they're

t aki ng, whatever, that would all be included in the
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over heads?

A Yes.

Q Ckay. Are there any costs included in
t he over heads associated with | easing vehicles,
gasol i ne expense, |easing equi pnment, that sort of

thing in connection wth the work?

A Yes, there are.
Q Okay. And when you |l ook at all these
itenms that have to be -- oh, and the engi neers have to

have a place to work. Right?

A Yes.
Q Ckay. Sane thing with the other support
staff and -- is the cost of that space al so included

I n overheads?

A | believe so, yes.

Q Ckay. G ven those costs, do you see
anyt hing al arm ng or unexpected by the fact that
over heads m ght nake up approxi mately 55 percent of

the overall project costs?

A Not when | consider all those itens that
you nentioned. No, | don't think it seens al arm ng.
Q Ckay. And, you know, were allocations

and how we go about charging tinme to things and that
sort of -- sort of stuff, was that addressed in the

Conpany's |l ast rate cases?
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A Yes, it was. And the testinony of our
controller, TimKrick, we-- went over specifically our
cost allocation process and how these things are
di stri but ed.

Q kay. And to your know edge, did
everybody have an opportunity to question how that was
bei ng done and whet her they had any concerns wth it?

A Yes, they did.

Q kay. And is what we're doing by way of
assi gni ng overheads to these projects any different
t han what we've done in prior ISRSs or in the rate
case?

A No, it's not.

Q Ckay. Thank you. | don't believe | have
any ot her questions. Excuse ne.

JUDGE DI PPELL: Can | have the court
reporter read back the | ast question and answer?

THE COURT REPORTER  "Question: Ckay.
And is what we're doing by way of assigning overheads
to these projects any different than what we've done
in prior ISRSs or in the rate case?

"Answer: No, it's not."

JUDGE DI PPELL: Thank you.
BY MR PENDERGAST:

Q Yeah, just one last question or two. And
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you worked -- did you work closely with Staff in

devel opi ng and enhanci ng these cost studi es?

A | think so. | -- | thought it was
closely, in ny opinion. | think they would agree. |
think we nmet at least -- | would say six technica
di scussions. | can't even count the anount of phone

calls to sort out issues.

Q And -- and in | ooking at these projects,
do you know if the Staff |ooked at both those projects
that are included in kind of the new I SRS i nvest nents

as well as the older ISRS investnents?

A In their recomendation and their Direct
Report, | don't believe that they' ve essentially
stated that. | think the position on the -- what's
called old cases -- or old projects is that they

shouldn't be allowed for |legal pur-- or |egal reasons.
But as far as the review, data requests,

addi ti onal evidence that they requested fromus and we
provi ded, | would assune that they gave themthe sane
review that they gave to projects covering July
t hrough January.

Q Ckay. And all those older investnents
were anal yzed in the sane way?

A That' s ny under st andi ng.

Q And did they cone up with simlar
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results?

A | assune so.

Q Ckay. Thank you. | have no further
guesti ons.

JUDGE DI PPELL: Thank you. |Is there
cross-exam nation by Staff?
MR, BERLIN: Yes, judge. One question.
CROSS- EXAM NATI ON BY MR BERLI N:
Q M. Selinger, you were asked sone
qguesti ons about the determ nation of overheads.
A Uh- huh.
Q Is it your view that the question or
matter of determ ning the anmount of overheads or the
al |l ocation of overheads is better or nore

appropriately handled in a general rate case

proceedi ng?
A Yes.
Q Ckay. Thank you. No further questions.
JUDGE DI PPELL: Is there
cross-exam nati on by Public Counsel ?
MR CLIZER  Yes, Your Honor.
CROSS- EXAM NATI ON BY MR CLI ZER
Q Good norning, M. Selinger. | should say
good afternoon.
A Good afternoon.
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Q Did | pronounce your name correctly?
Sel i nger ?

A No. | think you did the soft G

Q Ch, Selinger?

A Yeah.

Q Ch, thank you. GCkay. Really quick, you

nenti oned that the overheads were cal cul ated as part
of the last rate case. They were also included in
base rates as part of that |ast rate case --

A Uh- huh.

Q -- correct?

Right. So we would agree that any

overheads to be collected as part of this | SRS have to
be increnental additions brought on by this |ISRS

Itself essentially?

A | do agree with that.

Q kay. | mght have m sheard this and it
m ght have just been part of your discussion of what's
down tinme was it or -- no, non-productive tine.

A Non- pr oducti ve.

Q Yes. But was HR staff tinme included in

these | SRS overhead costs?
A There may have been a portion of it
applied to each project.

Q Ckay.
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JUDGE DI PPELL: M. Selinger, can |
make -- get you to nmake sure --

THE W TNESS:  Yes.

JUDCGE DI PPELL: -- you're speaking into
t he m crophone.

THE W TNESS: Sorry.

JUDGE DI PPELL: Thank you.
BY MR CLI ZER

Q Going to the subject of your Direct

Testi nony, the Conpany's essentially taken the

position that the replacenent of plastic resulted in

no cost additions. |Is that -- you' d say that's
accur ate?
A Correct.
Q | just want to run through a quick
hypot hetical to make sure | understand this. If -- if

you were to, say, go out to replace your car, right?
And you went to a car |lot and you bought a 20, 000
dollar car -- I"'mnot sure if that's a good price, but
let's say for a second you just bought a 20,000 doll ar
car. And at that car lot there was al so a 40, 000
dol lar car but you didn't buy that.

A Uh- huh.

Q You bought the 20,000 dollar car. What

woul d you say was the cost to replace your car?
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A VWll, | would say that the cost to
repl ace ny car was 20,000 doll ars.

Q Ckay. Because that's what you spent.
Ri ght ?

A Vell, and -- yes, but | would al so say
that conpared to the alternatives, | saved 20, 000
dollars. | had two options. | chose this option --
if -- say that option's not available, |'ve only got
40,000 dollars. If I"mgoing to choose -- going down

the second path to the 40,000 dollar car.

Q Well, we can agree that you've spent
20,000 dollars. You incurred a 20,000 dollar cost?

A Yes.

Q Yes.

MR CLIZER. Do you have anything el se?

M5. SHEMAELL: No. Thank you.

MR CLIZER. W are done. Thank you.

JUDGE DI PPELL: Are there questions from
t he Comm ssion? M. Chairmn?

CHAI RVAN SI LVEY: Thank you.
QUESTI ONS BY CHAI RVAN SI LVEY:

Q | still have sone questions about this --

t hese overheads. Who are these people? Are they
contractors? Are they enpl oyees of Spire?

A | think typically they're enpl oyees of
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Spire.

Q They' re enpl oyees of Spire. So how many
peopl e are enpl oyed by Spire?

A | don't know off the top of ny head. |
woul d guess sonewhere in the 2-- 2- to 3,000 range --

Q 2- to 3,0007?

A -- sonewhere in there.

Q How many people would -- are involved in

this | SRS application for overheads?
A "' mnot aware of that, but | would say
that | think any overheads would be related to

departnents that were related to these capital

proj ects.

Q So if they weren't doing these capita
projects, would they -- would they -- they wouldn't be
enpl oyed?

A Vel l, they woul d be doi ng sone ot her
wor K.

Q They woul d be doi ng sonme ot her work.

A | don't know if that would --

Q So woul d they --

A -- result in less work --

Q -- be figured into the rate-base?

A In this case -- yea-- well, a portion

woul d. A portion of the overheads are capitalized and
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included in plant and then a portion is expensed in
the rate case.

Q So I'"mstruggling to understand how in
the rate case you can account for these and --
these -- these enployees and their benefits and then
at the sane tine ask for | SRS conpensation for them
when you're -- they've already been accounted for in
the rate case.

A. Well, see, that's -- there's a
di stinction there because what -- for each project --
so in this case we have 500 different projects. A
portion of those overheads goes to -- will go into
each project. So when that project goes into service,
it's available to be included in rates.

So as of 9/30/2017, all of our projects
were in rates, that was our true-up cutoff. Anything
we're requesting here is a new increnental project.
So all the overheads associated with prior projects
are already in base rates. Anything in this -- |SRS
projects, the increnental projects are not.

Q So none of these overheads are
I ncorporated in the current rate structure for the

base operations --

A. Correct.
Q -- of Spire?
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A So assune | have like a project one and
project two. Project one was done before 9/30/ 2017,
the true-up in our last rate case. Al the overheads
associ ated with that are in base rates. Now we're
onto a entirely new project that's received its
all ocation of overheads and they are only in the | SRS
It's -- cannot be included in base rates.

Q Ckay.

CHAI RMAN SI LVEY: Thank you, Judge.

JUDGE DI PPELL: Thank you. Conm ssi oner
Kenney - -

COMM SSI ONER KENNEY:  Thank you.

JUDCGE DI PPELL: -- did you have
guestions?

QUESTI ONS BY COWM SSI ONER KENNEY:

Q Good aft ernoon.
A Good afternoon.
Q "Il be brief. On the bottom of page 5

of your testinony, top of page 6 you gave a
description of a project cost. This says, For

I nstance assune a particular project costs 100 doll ars
and the Conpany's engi neering cost analysis for that
proj ect showed that utilizing existing plastic costs

3 percent less than the Conpany's approach. That

per centage woul d be applied to the spe-- specific --
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the project-specific additional anpbunt and the Conpany

woul d only include 97 dollars --

A Correct.
Q -- in their ISRS -- so that 3 percent
| oners -- so you just -- you're going to include that.

Now, on the bottom of page 7 and the top of page 8 you
gave a for instance. And you said, Appendix A
Schedul e 5 of Spire East's application denonstrates
that a bl anket work order -- what do you consider a
bl anket work order?

A Vel |, blanket work orders are work orders
that we have that capture sort off many, many
m scel | aneous, small, unplanned work. Like the
projects that | said before where we'd have our
engi neering guys design it and it's got a project
nunmber and m ght have phases to it. Bl anket work
orders are itens that we have to take care of -- you
know, nostly like a leak repair or sonething that's
not necessarily related to planned work.

Q And -- and you went on to say that
87.7 percent of those expenses would be captured in
t he Conmpany's | SRS.

A Yeah. So for the blanket work orders,
what we did was essentially we used to -- it was --

you know, we didn't know exactly how to determ ne
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what -- what was being captured under those. | think
in our |ast cases we actually really saw that that
was, you know, a deficiency that we needed to renedy.
And so we went kind of working with

di fferent engi neering and busi ness netrics folks in
our -- in our conpany and cane up with how can | get
the information that's under these bl anket work
orders. And what we did was found a printout of -- of
the jobs, different causes, work order nunbers. And
what the 87 percent is is that through that process,
unfortunately, we did find ineligible itens.

Q So that's -- the 12.26 percent was -- you
di sal | owed t hat ?

A So what we do have with the blankets and
one limtation we still have is that we don't have a
dollar for dollar -- so if I've got 1,500 work orders
that are captured under this |arger blanket work
order, | don't know the specific dollars.

Q Ckay.

A So we cane up with sort of a percentage
approach to say --

Q s this an annual percentage or does it
change every year?

A It will change based on the I SRS peri od.

So when | -- the next tine -- let's say we get -- the
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rates go into effect May --

Q You nean once you true-up or once you
have a rate case? Once you -- once we settle things
up?

A Yeah.

Q That's when --

A So next time --

Q There will be a newrate at that tine?

A And next tinme if | conme in and say al
right, I want to recover |SRS investnents from say

June of this year through Decenber of this year, |l
have all new projects that are captured under those
bl anket work orders. So that's howit wll change.

Q Ckay. That -- the difference -- how does
that differ on the average individual projects that
t he Conpany deens that it woul d have been nore prudent
to leave the existing plastic; that 3 percent? Wat's

the overall nunber on that have you determ ned?

A On the -- like the anal yses specific --

Q No. On your 500-plus projects, the
anal yses.

A Uh- huh.

Q That if you say that it's been determ ned
that it would have -- it would have been -- the

Conpany woul d have saved or the ratepayer whatever
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woul d have saved 3 dollars -- 3 percent --

A Uh- huh.

Q -- do you have a nunber that's a --
that's a -- that you say --

A That's the 1.6 mllion dollars.

Q (kay. But is there a -- then what's that
percentage? | know 3 percent of the 100 percent is --
| understand that one. But do you have -- do you know

the overall percentage? Just |ike you do on the
bl anket ones, you know it's 87.74 percent.

A | don't know. And that's just -- really
the difference there is the approach. So with the
bl ankets, | don't have those analyses. | don't have
the detail ed anal ysis.

What | have is | could say |'ve got 100
projects here. | did find one that for whatever
reason, it was coded wong, it should not be in here
so we've pulled it out. So that's -- and | don't have
a specific -- so |'"mbasically saying every one of

those hundred projects is assigned an equal dollar

val ue.

Q And -- and are all these assignnents done
I n- house?

A Yes. Wth -- in conjunction with Staff
and OPC.
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Q Just -- Staff and OPC. Do they -- do
they review everything just like they would on a rate
case?

A | don't knowif -- the rate case
procedures, but | know we went through specific review
on each item And even up until the |ast couple weeks
we're pulling -- you know, saying hey, | think I m ght
have caught this, discussing.

Q That's all | had. Thank you

A Yeah.

JUDCE DI PPELL: Conmm ssioner Hall, did
you have questions?

COMM SSI ONER HALL:  Yeah.
QUESTI ONS BY COWM SSI ONER HALL:

Q Goi ng back, | -- going back I think to
the first question that Conm ssioner Kenney asked on
page 5 --

A Uh- huh.

Q -- to 6 of your Direct Testinony,

starting at lines 22. Assune a particular project
cost a hundred dollars and the Conpany's engi neering
cost analysis -- analysis for that project showed that
utilizing the existing plastic cost 3 percent |ess

t han the Conpany's approach. Going on to page 6, that

percentage difference would then be applied to the
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project-specific addition anount and the Conpany woul d
only include 97 dollars as the additional anount to be

included in the I SRS filing.

A Ri ght .
Q You indicated that -- that you had
nuner ous conversations and conmunications with -- with

Staff about the nethodology to -- to be enployed in
this case?

A Uh- huh.

Q Is it your understanding that -- that
t hat approach which is set forth in your testinony
pages 5 and 6 that we just -- that -- that | just
read, that that nethodol ogy was approved by Staff as

wel | ?

A In nmy opinion, yes.

Q And are you the individual who -- who
devel oped this -- this methodol ogy or was it sonebody

el se with the Conpany?

A | think yeah, maybe when we first started
it -- because | think we started kind of working with
Staff and putting forward these ideas as early as the
end of Septenber of last year. So | know you guys
m ght be famliar with G enn Buck from our conpany.

He was involved in getting this started. But |'d say

that | was pretty nuch [ eading this process from about
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| ate October, Novenber of |ast year.

Q Wul d you be able to direct ne to any
portion of the Comm ssion's prior order in this case
or the Western District's opinion that gives sone
support to that nethodol ogy?

A. VWll, | would -- let's see. Have | got
that in here? So where -- in the Comm ssion's | ast
orders in the 0309, 0310 cases, it said, In the
future, if Spire Mssouri wi shes to renew its argunent
that plastic pipe replacenents result in no cost or a
decreased cost of ISRS, it should submt supporting
evi dence to be considered such as but not Ilimted to a
separate cost analysis for each project clained.

Soinny -- | mean ny original

Interpretation was can | show this as an overal

package? Can | say 1.6 ml-- here's all the anal yses
and here's a total of 1.6 mllion dollars for each
one. | determned -- you know, and wth Staff | think

that we kind of nentioned that no, this needs to be on
a project-by-project basis. And used sonme -- | guess
our interpretation that that would qualify.

Q Anything else in the order that | should
| ook at to find support for that nethodol ogy that
you' re aware of ?

A No.
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Q Ckay. Can you -- can you explain to ne
again what the 1.6 mllion figure represents?

A. Well, so we did over 500 cost analysis --
I ndi vi dual cost anal ysis.

Q And that 500 is for the -- for the new
peri od?

A That's -- that's for the entire period.

Q kay. So the 1.6 is for the new and the
ol d?

A Yeah.

Q Ckay.

A So -- yeah. So | nean essentially if you
conpared the two approaches for each project, netted
up the totals or sumred up the totals, you would have
cone up to 1.6 mllion dollars saved.

Q O the new projects, how many di d not
neet the standard of being cheaper than -- than using
exi sting plastic as opposed to repl aci ng?

A ' mnot exactly sure, but it was not
many.

Q Is it -- is it set forth in the record
somewher e?

A It's in our application. And | --

Q So --

A -- we could followup with that fairly
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easily.

Q kay. So -- so the application actually
sets forth those specific projects?

A You can see on each line where it's
100 percent included and where the percentage is
applied. So there would be a project that says
100 percent included. That one net the threshold. |If
you go to the next line and there's one that says

97 percent, then you would know that that --

Q Ckay.
A -- was where the 3 percent --
Q So then it would be very sinple math to

sinply pull those projects out of the figure?

A | think so.

Q Can you explain to ne where the Conpany
and Staff disagree as to the new | SRS peri od?

A Can you say that one nore tinme?

Q I'm-- I"'m-- I"mtrying to figure out

where the Conpany and Staff disagree as to the -- as
to the new I SRS period, if at all?

A | -- | think we had the tax issue that
we've settled this norning, and | don't think there's
any di sagreenent beyond that.

Q Ckay. Thank you.

JUDGE DI PPELL: Conmmi ssi oner Col eman?
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COMW SSI ONER COLEMAN:  None. Thank you.
QUESTI ONS BY JUDGE DI PPELL:
Q All right. | just have a few for you.
And they may have al ready been answered. Hold on.
What does Spire consider to be the high
priority areas of its replacenent progranf?
A Honestly, | think M. Atkinson was
probably better to answer that one.
Q kay. And | think he did answer that. |
just --
A Yeah. | j-- I'mnot the engi neering guy.
Q Okay. What -- well, | think Conm ssioner
Hal | was sort of just asking this, but I'"mgoing to
ask it again. Wat percentage of Spire's | SRS

projects is related to the cast iron replacenent, do

you know?

A Not off the top of ny head.

Q Do you know what percentage is related to
the replacenent -- the cathodic protection program

unprotected --

A What percentage of our -- like the
capital investnent?

Q O the I SRS --

A Li ke revenues?

Q -- request?
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A Yeah, | think the cathodic protection is
not -- | nmean it's sonewhere in the 25,000 doll ar
range. | could |look at our application if | -- if |

had that on ne, but those were pretty small buckets.

Q kay. And if we |ook at those

attachnents on the applications, we can see which ones

were included where, but is there any sunmmary anong
t hose nunbers? | nean that's a lot of -- a |ot of
little nunbers.

A No, I -- | understand. So we do have a
summary sheet in the application that will show you
each project nunber and sort of the different total
costs between scenario one and two and then the
percentage difference and even sone commentary on the
j ob that was done.

Q kay. Okay. GCkay. | think that's al
have.

JUDGE DI PPELL: Is there
cross-exam nati on based on questions fromthe Bench
from Staff?

MR, BERLIN. No, Judge. Thank you.

JUDGE DI PPELL: Public Counsel ?

M5. SHEMAELL: Thank you, Judge.
FURTHER CROSS- EXAM NATI ON BY MS. SHEMAELL

Q M. Selinger -- and |'ve always call ed
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you Selinger, | know -- are expenses for salaries in

your current base rates?

A Yes.

Q They were set in your |last rate case?
A Yes.

Q Are expenses for car |eases included in

your current base rates?
A To the extent they're associated with
projects that are included in our base rates.
Q For expenses, you get a return of the
expense. Correct?
A Yes.
Q But for capitalized itens such as those
in rate-base, you get a return of and on?
A Uh- huh.
Q That's all | --
JUDGE DI PPELL: M. Selinger, can you --
THE W TNESS: Oh, yes.
JUDGE DI PPELL: -- answer?
THE WTNESS: Sorry. Yes.
JUDGE DI PPELL: Okay.
M5. SHEMAELL: That's all | have. Thank
you, Judge.
JUDGE DI PPELL: Thank you. |Is there

further redirect?
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MR. PENDERGAST: Just a little, Your
Honor .
REDI RECT EXAM NATI ON BY MR, PENDERGAST:

Q M. Selinger, we've had sone discussion
about the Western District Court of Appeals decision
and 1'd just like you to read this sort of |ast
section of it where it tal ks about what it's doing and
what it's instructing the Conmm ssion to do.

M5. SHEMAELL: May | see that, please?

MR. CLIZER: | have a copy actually.

THE WTNESS: There's sone brackets
around the portion he's talking to, | think.

M5. SHEMAELL: Okay. Thank you.

THE WTNESS: Sure. Okay. It says, W
reverse the Comm ssion's order to the extent that it

al | oned cost recovery through adjustnent to the | SRS

rate schedul es for the replacenent of plastic
conponents that were not in a worn out or deteriorated
condi tion and the case is renmanded.
BY MR PENDERGAST:

Q Yeah. And I'd just |like to ask you your
view of that and your elimnation fromthe | SRS
filing, any excess costs associated with replacing
rat her than re-using plastic when your cost studies
showed that's what had happened. In your view, is
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elimnating that excess cost associated with repl aci ng
rather than re-using plastic trying to achieve that
obj ective of excluding costs associated with plastic?
A Yes.
Q You were asked a nunber of questions
about your overhead comments. And we have both
over heads and then we have sort of the direct payrol

to people that are doing the work. Right?

A Yes.

Q kay. And is the direct payroll the
peopl e doing the work al so capitalized?

A Yes. O course.

Q Okay. And were that direct payroll costs

of those people that did prior |ISRS projects or other
capital projects reflected in base rates?

A Yes.

Q kay. |s anybody sayi ng that because you
had these direct payroll costs that are now being
capitalized for new projects and you had direct
payrol |l costs that were capitalized for ol der costs,
that there's sone doubl e counting going on?

A No.

Q | s there conceptual difference whatsoever
bet ween t he overhead i ssue and the direct payroll

I ssue when it cones to that double counting issue?
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A Not in my opinion, no.

Q kay. And when you do go ahead and
capitalize these itens in the rate case, wll the
capitalization that's been going on be reflected in
how you allocate the tine of your enployees between
capital itenms and O and M expense?

A Yes.

Q And to the extent that you' ve got | SRS
and you' ve got people working on I SRS and their tine's
being capitalized, wll that reduce the anmount of
O and M expense you're able to reflect in rates?

A It will.

Q kay. And | think you've said both M3E
and -- and -- well, MGE Spire East and Spire West have

relatively | ow O and M percent ages?

A Rel ative to?

Q Wl |, what --

A | don't --

Q -- are the O and M expenses?

A | don't find it alarming. | nean both
have around 50 percent -- 50 to 60 percent.

Q O capitalized?

A O capitalized. So their O and M

percentage would actually be the -- yeah, 45, 40

per cent .
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Q Ckay. So is that fair to say that when
you | ook at the cost-of-service, which includes all of
the costs, wages, salaries of all the people, that
you're going to allocate themto capital or you're
going to allocate themto O and M based on these
per cent ages?

A Correct.

Q And to the extent you' ve been
capitalizing this stuff, it's going to go ahead and
absol utely reduce the O and M expense expenditure; is
that correct?

A Yes, it is.

Q And once again, by capitalizing these
overheads, is it true that you' re asking current pa--

ratepayers to pay 10 to 15 percent of the cost of

t hese overheads on the project?

A Yes.

Q | nstead of 100 percent?

A It would pay, yes, the return on and of
as opposed to 100 percent of the expense.

Q So current ratepayers are paying a
fraction of the cost spent on these projects which
will be recovered over many years; is that correct?

A Yes.

Q And if you didn't want to do that and
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just charge them 100 percent and expense it, would the

rates be higher?

A Yes, they would be nmuch higher.
Q (kay. And in capitalizing these costs --
and we've tal ked about tax issue -- but the Conmpany's

able to take deductions, is it not?

A As far as the plant -- plant deductions?

Q. Yeah. Overheads --

A Yes. Yes.

Q -- you know - -

A Yes.

Q. -- to the extent 263A and that sort of
thing --

A Yes.

Q -- is that correct?

A Yes.

Q kay. And in the past, the Conpany has

fl owed those deductions through to custoners; is that

right?

A Yes.
Q Ckay. So is it fair to say that current
custonmers are both getting -- only having to pay a

fraction of the cost of this and other custoners in
the future as those assets are used will pay nore, and

they're getting a tax deduction flowed through to them
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as wel|?

A Correct.

Q Does that sound like a pretty good dea
to you?

A | would |ike that deal.

Q Thank you.

JUDGE DI PPELL: Thank you. Thank you,
M. Selinger. You may step down.

THE WTNESS: Thank you.

JUDGE DI PPELL: | think then that
concludes Spire's witnesses. Do we want to go ahead
and start with Staff?

MR BERLIN:. Sure.

JUDGE DI PPELL: Ckay. Let's go ahead and
do Staff witness and then we'll take a short break
after -- after that.

MR BERLIN. Staff calls M. J Luebbert.

(Wtness sworn.)

JUDGE DI PPELL: Thank you.

J LUEBBERT, having been first duly sworn, testified as

fol | ows:
DI RECT EXAM NATI ON BY MR BERLI N:

Q Good afternoon, M. Luebbert. WII you
pl ease state your nanme and spell it for the court
reporter?

TI GER COURT REPORTI NG LLC 180
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

A J Luebbert. It's the letter J,
L-u-e-b-b-e-r-t.

Q And how are you enpl oyed?

A |''mthe case nmanager for the M ssouri

Public Service Conmm ssion Staff.

Q And how | ong have you been enployed with
t he Comm ssi on?

A Roughly three years.

Q And did you cause to be prepared in a
Direct Report format certain report testinony?

A | did.

Q That are -- that is premarked as Exhibits
100 and Exhi bits 101, which is an Appendi x?

A Yes.

Q And coul d you briefly explain your

portion of the testinony?

A Yeah. | was the policy wtness.

Q All right. And do you have any
corrections to nmake to your testinony at this tinme?

A | will have sone corrections due to
the -- the stipulation that's -- or the agreenent
that's been nade between the Conpany and Staff. |
don't have all of the updated nunbers, but those
will -- will follow.

Q As regarding the final recomended
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nunbers. Right?

A
Q

not have any
A

Yes.

kay. Okay. And, M. Luebbert, you do
Rebuttal Testinony at this tine?

No, | don't.

MR, BERLIN:. Judge, I'mnot going to

offer the Direct Report into evidence at this point.

I wll wait until we're done with Staff's | ast

W t ness.

M . Luebbert

JUDGE DI PPELL: That's fi ne.

MR, BERLIN:. And right now | would tender

for cross-exam nati on.

JUDGE DI PPELL: Ckay. |Is there any

Cross-exam nation from Spire?

MR ZUCKER: No, Your Honor.

JUDGE DI PPELL: Public Counsel ?

MR CLI ZER: No, Your Honor.

JUDGE DI PPELL: Are there any questions

for M. Luebbert fromthe Conmm ssion?

Okay. Let ne look really quick and see

if | have any questions. Conmm ssioner Hall, did

you - -

don't think I

COW SSI ONER HALL: Go ahead.
JUDGE DI PPELL: Ckay. Well, I'mnot --
have anything for M. Luebbert anyway.
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So if you have questions, Comm ssioner?

COW SSI ONER HALL:  No, | don't. Thank
you.

JUDGE DI PPELL: Okay. Well, | guess we
shoul d have asked all that before we got you up here.
Looks Iike there is nothing further then fromyou,
M. Luebbert. Thank you.

THE W TNESS: Thank you.

JUDGE DI PPELL: Maybe I'Il start then
wi th asking the question. WIIl there be
Cross-exam nation questions for Ms. Bolin?

M5. SHEMAELL: One or two.

JUDCGE DI PPELL: Let's go ahead and --

MR. IRVING Good afternoon. At this
time, Staff would like to call Ms. Bolin to the stand.

JUDGE DI PPELL: Would you pl ease raise
your right hand.

(Wtness sworn.)

JUDGE DI PPELL: Thank you. Go ahead.

KI MBERLY BOLI N, having been first duly sworn,

testified as fol |l ows:
DI RECT EXAM NATI ON BY MR | RVI NG
Q Al right. M. Bolin, would you pl ease
state and spell your nane?
A My nanme is Kinberly Bolin. And Bolinis
Tl GER COURT REPORTI NG, LLC 183
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spelled B-o-I-i-n.

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

A "' menpl oyed with the M ssouri Public

Service Commission as a utility regulatory auditor.

Q (kay. Have you caused to be prepared for
the purposes of this proceeding certain report
testinony in this case?

A | authored the bl anket work order section
and the tax inconme tax section of the report.

Q kay. Thank you. Do you have any
changes that you would like to make to that testinony
at this tinme?

A No, | do not.

Q Ckay. |If you were to prepare your
testi nony today, would your testinony be the sanme?

A It woul d.

Q Ckay. |Is your report -- report testinony
true and correct, to the best of your information,
knowl edge and belief?

A It is.

MR IRVING Okay. As M. Berlin
i ndi cated before, we would offer her testinony after
we've called all of -- all of our w tnesses, but at

this tine | would tender Ms. Bolin for her
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Cross-exam nati on.

JUDCGE DI PPELL: And there was no
rebuttal ?

MR, IRVING There's no rebuttal at this
tinme, no.

JUDGE DI PPELL: Okay. Thank you. |Is
there cross-exam nation from Spire?

MR ZUCKER: No, Your Honor.

JUDGE DI PPELL: From Public Counsel ?
CROSS- EXAM NATI ON BY MR CLI ZER

Q Afternoon, Ms. Bolin

A Good afternoon.

Q You might -- you m ght not actually be
the right person to answer this question. | wasn't

sure which of the two Staff people | wanted to ask so
if that's the case, just let nme know.

But did Staff calculate a dollar anount
that represented the plastic that was put in place in

this ISRSin place of retired plastic? D d that make

sense?

A "' mnot sure what you're asking.

Q Fair enough. Did Staff cone up with a
cost for replacing plastic essentially or what -- what

Spire spent to replace plastic that already existed in

its |lines?
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A. | don't know that we have an exact doll ar
for that.
Q That's all. Thank you.

JUDGE DI PPELL: Al right. Are there
questions fromthe Bench? M. Chairman? Conm ssioner
Hal | ?

QUESTI ONS BY COWMM SSI ONER HALL:

Q Hopeful Iy just one.
A Ckay.
Q Was there any plastic replacenent in the

bl anket work orders?

A Yes, there was. And we considered it
ineligible and that is part of the percentage that was
renoved fromthe bl anket work orders. The Conpany
al so renoved it al so.

Q 100 percent of it?

A O the plastic. They had different tasks
i n each work order and if that task they could not
identify if it was only cast iron or steel, they
considered it plastic and they renoved it.

Q Ckay. And when you say --

A They renoved it as the percentage that
was applied to the total cost of the bl anket --

Q Val k me through how t hat percentage

renmoval process worked for the blanket work orders.
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A We | ooked at each task in the bl anket
work orders and we tried to determne if it was
eligible, like it was for copper, cast iron,
rel ocations that were nmandated by a governnent al
entity, angle of reposes, we considered those
el i gible.

Then we al so | ooked at the ones that were
ineligible such as the service line relocations due to
a customer requesting it, excavation danage. And if
it looked like it was renoval of plastic or we
couldn't identify it, we considered it ineligible.

Now if it was plastic renoved due to a leak repair, we
included it as eligible.

Q Ckay. So if there was an ineligible
pl astic replacenent, what was elimnated fromthe
total anmount of that bl anket work order?

A W then made -- we took the ineligible
versus the eligible to determ ne that percentage of
ineligible. And then we applied it to the total cost
of the work orders, that percentage.

Q And is that calculation set forth
anywhere in the record?

A It may be in the Conpany's application.
| knowit's in their work papers, but it may be in

their application, but it is not inny -- in Staff's
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report. The description of the cal culation, but not
t he actual cal cul ati on.
Q Ckay. Thank you
A Uh- huh.
JUDGE DI PPELL: Any further questions?
Al right. |Is there further cross-exam nation from
Spire?
MR, ZUCKER: No, Your Honor.
JUDCGE DI PPELL: Public Counsel ?
M5. SHEMAELL: No, thank you.
JUDGE DI PPELL: Is there redirect by

Staff?

MR I RVING No, Your Honor.

JUDGE DI PPELL: All right. Then,
Ms. Bolin, | believe that concludes your testinony.
You may step down. | say since we're noving right

along, let's keep going.

MR BERLIN  Staff calls M. Keith
Foster.
BY MR BERLIN:

Q Good afternoon, M. Foster. Please state
your nane and spell it for the court reporter.
A. Keith Foster, F-o0-s-t-e-r.

JUDGE DI PPELL: And let me swear you in.
THE WTNESS: Sorry.
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JUDCGE DI PPELL: That's all right. Wuld
you pl ease raise your right hand.

(Wtness sworn.)

JUDGE DI PPELL: |I'm assum ng you were
trut hful about your nane and spelling?

THE WTNESS: | -- | think so, yes.
KEI TH FOSTER, having been first duly sworn, testified
as follows:
DI RECT EXAM NATI ON BY MR BERLI N:

Q M. Foster, please state your position

with the Comm ssi on.

A |"'ma utility regulatory auditor.
Q And how | ong have you been enpl oyed by
t he Comm ssi on?
A Just over 11 years.
Q And did you cause to be prepared certain

Direct Testinony in a report format?

A. Yes, | did.

Q In both -- pre-|labeled as Exhibit 100 and
Exhibit 101; 101 being the Appendi x?

A Sure.

Q Yes. kay. And do you have any changes
to make to your testinony at this tine?

A | do not.

Q And so your testinony is true and
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correct, to your best information, know edge and
bel i ef ?

A It is.

Q Ckay. And have you prepared Rebutta
Testinony at this tine?

A. Yes, | have.

Q And coul d you pl ease explain to the

Conmm ssi on what your |ive Rebuttal Testinony is about?

A It's about capitalized overhead expenses.
Q And coul d you pl ease describe this issue?
A Yes. At pages 1 to 5 of his Direct

Testi nony, OPC Wtness Schal | enberg rai ses concerns
about Spire's overhead costs being eligible for I SRS
recovery and the anount of overhead costs allegedly
bei ng requested for | SRS recovery in the instant | SRS
cases.

He further recommends that Spire refile
its I SRS request with either the overhead request
renmoved or to include docunentation supporting their
SRS eligibility while rejecting the current filings.
He then offers an alternative conflicting
reconmendation which is to disallow all overhead costs
fromthe instant cases and to open an investigatory
docket .

OPC Wtness Robinett al so addresses this
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I ssue on pages 14 to 16 of his Direct Testinony.

Q What are the overhead expenses?

A The term "overhead expenses" typically
refers to the types of expenses included in FERC
accounts 920, adm nistrative and general salaries, and
921, office supplies and expenses, that provide
supportive functions to the utility but are not
chargeable to a particular utility operating function.

Such adm ni strative expenses may be
transferred to specific construction costs by
crediting the offsetting account 922, adm nistrative
expenses, transferred credit and additional exanples
of overhead costs potentially chargeable to
construction projects are also listed on page 2, lines
11 through 14 of M. Schall enberg's testinony.

Q Are over head expenses typically included
in a conpany's rates as reflected in both expense and
capital accounts?

A Yes. Staff and other parties can choose
toreviewa utility's policies and practices regarding
capitalization of overhead anmobunts in general rate
cases and propose adjustnents as necessary in this
ar ea.

Q Do major utilities typically capitalize a

portion of their overhead expenses?
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A Yes.

Q And to your know edge, is the issue
identified by M. Schallenberg in this proceeding
regarding capitalization of overheads specific to | SRS
construction projects?

A No. | believe M. Schallenberg's
concerns appear to able applicable to all of Spire's
construction activities, both I SRS eligible and not.

Q Are the issues involving recovery of
capitalized overhead expense anobunts appropriate for
handling in I SRS rate applications?

A Generally, no. A conprehensive
exam nation of a utility's policies and practices
regarding capitalization of overhead costs would be a
ti me-consum ng business at best. The anmount of tine
that woul d be needed for this audit activity by the
utility staff and OPC exceed the tinme available in
| SRS proceedi ngs, given the statutory maxi num 60-day
| SRS audit peri od.

Q If a party believes that all or part of a
utility's capitalized overhead expenses should not be
allowed rate recovery, what recourse does that party
have?

A. Well, Staff recommends that such issues

first be raised in the utility's general rate
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proceedi ngs wherein it is likely that additional tine
and resources will be available to the interested
parties conpared to the situation in I SRS petitions.
Q And does that concl ude your Rebuttal
Testi nony?
A. Yes, it does.
Q Thank you, M. Foster.
MR, BERLIN:. Judge, | tender M. Foster
for cross-exan nation.
JUDGE DI PPELL: Okay. Thank you. |Is
there cross-exam nation from Spire?
MR, ZUCKER: There is not.
JUDGE DI PPELL: Public Counsel ?
MR. CLIZER: Yes. Hopefully briefly.
CRGOSS- EXAM NATI ON BY MR, CLI ZER:

Q Good afternoon, M. Foster.

A Good afternoon.

Q You were the other person | was
considering asking this question to so |I'll just ask

the same question essentially. Just to verify, did

Staff ever determne a dollar amount related to the

pl astic pipes -- or rather any pipe that Spire

installed to replace existing plastic conmponents?
A Not that |I'm aware of.

Q So there was no analysis simlar to the
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one performed in 2018 or rather --

A. Not -- oh, simlar to the one in 20187 |
don't think so.
Q Ckay. Thank you. That is all.

JUDGE DI PPELL: Are there questions from
the Comm ssion? M. Chairman? Comm ssioner Hall ?

QUESTI ONS BY COW SSI ONER HALL:

Q Good afternoon.
A Good afternoon.
Q So you -- you authored in the -- in

Staff's Direct Report the section on review and

revenue cal cul ations --

A Ri ght.

Q -- on page 9 through 11; is that correct?

A Yes.

Q Anything else in the Staff report?

A Q her than the anpbunts that we've put in
| ater -- oh, page 13 just on the anpbunts that we cane
up -- it was sponsored by both Kim Bolin and nysel f.

Q Ckay.

A | forgot to nention that.

Q So let ne -- let nme first -- on page 11

where you say, Based on Staff's review of a sanpling
of work orders. You did not do a sanpling with

regards to the plastic replacenent work orders.
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Correct? You -- you | ooked at each and every one of
t hose?

A VWell, the sanple -- the sanple of work
orders was -- would have been -- would have incl uded

yes, those that had the plastic repl acenent.

Q So Staff did not review each of the
pl astic replacenent work orders?

A Vell, there's a -- depends on what you
nmean by work orders. There was the -- there's the
actual avoi ded cost studies that was done and those
509 that they tal ked about earlier.

Q Yes. Ckay.

A Now, | didn't |ook at every one of --
well, | did actually | ook at every one of those and --
but it was al so | ooked at from an engi neering
st andpoi nt from Chuck Poston who will be up next.

Q kay. So each of those was | ooked at
from an engi neering perspective by M. Poston and from
an auditing perspective by you?

A That is correct.

Q Ckay. Well, that -- | just wanted to
make sure that we weren't doing a sanple there as

wel | .

Q Ckay.
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A No.

Q Good. CGoing to page 10 of -- of -- of
the report, and this is an issue that |I've raised with
a couple of the Conpany's w tnesses. Lines 18 through
23 --

A Uh- huh.

Q -- where you say in a -- in a nutshell
that if the plastic replacenent actually costs nore
than using the plastic, the -- the percentage

di fference was deducted fromthe work order.

A From the actual expenses incurred.

Q Ckay.

A Yes. For that work order, yes.

Q Wo on Staff made a determ nation that

that was the appropriate nethodol ogy, presunably
attenpting to be consistent with this Comm ssion's

prior order in the Western District decision?

A | pu--

Q Was that you or was that sonebody el se on
Staff?

A. Wll, | think it was a conbi nati on of

peopl e, including nyself and the engi neering anal ysis
group, other people on the audit Staff. There were
nore than one person invol ved.

Q Because one -- one ot her approach would
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have been to sinply elimnate that project as an | SRS

eligible project if it -- if it -- if replacing the
pl astic cost nore than -- than re-using.

A Ckay.

Q | nmean th-- whether -- whether -- whether
you agree with it, whether -- | nean that is an

approach that could have been foll owed?

A Under st ood, yes.

Q Okay. Correct? GCkay. And |I've been
trying to find unsuccessfully in the application where
those particular projects are set forth. Is that --
Is that -- could you help ne find that?

A Sur e.

Q Ckay.

A So are you wanting to know where -- what

| evel of detail are you |ooking for?
Q I"mjust trying to find an exanple of a
project where -- where the Conpany determ ned that it

was nore expensive to replace the plastic than to

re-use it.

A Well, if you ook at the -- if you | ook
at the summary data tab in the work papers -- do you
see a summary data -- do you have the work papers up?

Q So --

JUDGE DI PPELL: | don't think we have the
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wor k papers. W only have what the schedul es were
attached to the application.

THE WTNESS: Well, there would be data
requests that were sub-- oh, well, let's see. No.
Were those -- those were only submtted as data --
were they submtted as a data request? No, they were
submtted as part of the application. There were sone
actual under individual -- individual studies, |
believe it was. There's a folder out there.

JUDGE DI PPELL: Could Spire help
M. Foster?

MR. PENDERGAST: Perhaps if you revi ewed
Appendi x A, Schedule 4, | think that it --

COMM SSI ONER HALL: Appendi x A, Schedul e

4.

MR. PENDERGAST: -- has a summary of each
proj ect .

COW SSI ONER HALL: Ckay.

THE WTNESS: Yeah. [|I'msorry | don't
have that.

JUDGE DI PPELL: Were you able to find
t hat, Conm ssioner?

COMM SSI ONER HALL: Yes. Though ny
eyesight is --

JUDGE DI PPELL: You'll have to enl arge
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MR, BERLIN. | have a paper copy here of
Appendi x A, Schedule 4 that | can bring to you.
THE W TNESS: That woul d be hel pful for

MR BERLIN. Are you able to -- would you
be able to --

THE W TNESS: Yeah. Ch, God.

COW SSI ONER HALL:  And is that for --
for East -- East service territory?

JUDGE DI PPELL: M. Berlin.

MR. BERLIN:. This is for the 115 case,
East case, yes, sir.

COMM SSI ONER HALL: Ckay.
BY COW SSI ONER HALL:

Q Al right. So there's a nunber of

projects where the -- where there's a zero percent.
A Uh- huh.
Q What does that nean?
A That neans that there was no cost

difference or in sone cases there was no plastic
i nvol ved.

Q So | was under the assunption that --
that all of these projects in this table involved sone

plastic replacenent. |s that not true?
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A | would have to defer to the Conpany, who
submtted this.

Q Ckay. So there's a nunber of projects
with zero percent and then there's positive 1, 2, 3,
4, 5, 6, 7 -- 15 or so and then there's a significant
nunber of zero percents again. And I'mtrying to
understand the extent to which you went through each
of these.

A Froma -- froma auditing standpoint,
what | did was go through and validate that all of
t hese nunbers matched with -- that there was a
I ndi vi dual analysis cost study for each one of these
t hat supported the nunber that was in here.

And in addition, | also nade sure that
for a selected sanple of these, particularly ones that
had the nore positive and the higher dollar anounts,
that there was some detailed information that backed
up how they conputed each of these nunbers for both
scenarios. And then Chuck Poston can discuss the --

what he did as part of his analysis of this.

Q So near the end of that table -- and |
don't -- | don't have a page nunber. There's --
A Isn't it down in the corner, in the |ower

right? It's pretty small, but --
Q | can't -- oh, well, page 2 of 3.
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A Yes.
Q There's one for -- it's Chouteau Avenue

and Fourth Street strategic grid.

A | see that.

Q 17841328, | assune that's the work order
I"'mnot sure. It's the first colum.

A Yeah. That or a project nunber.

Q kay. So if I'mreading this correctly,

the first dollar figure, the $257,444.67, that is the
anount it cost to -- to replace the plastic?

A That's the estimted cost to replace the
pl astic, yes.

Q And then to -- to re-use the plastic
woul d have been significantly cheaper, would have cost
$173, 634. 05?

A Correct.

Q kay. So what the Conpany did -- and at
| east ny understanding that Staff was on board with
this approach, is it took that 32.55 percent
di fference and deducted that fromthe 257, 444; is that
right?

A Vell --

Q In other words -- in other words, only
173,000 of that project was viewed as | SRS eligibl e?

A Well, | just want to nmake sure that it's
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clear that these two colums are estimtes that are
used to create these percentages and then the
percentages are applied to the actual expense that was
I ncurred.

Q Vell, where is the actual expense that
was i ncurred?

A That woul d have been on the --

Q And why -- why would -- why would we
utilize an estimate for -- for a project when we have

an actual cost for the project?

A You'll have to ask the Conpany that.

Q VWll, you audited this, didn't you?

A | did. Yes, | did. They put together
estimates for -- over a long period of tine with a
variety of different -- different engineers to put

these together. And sone of them you know --

Q And | realize that --

A So if you look at -- if you |ook at your
Appendi x -- | ap-- Appendix A, Schedule 1, there's
your | SRS work order additions.

Q Ckay. |'msorry.

A So if you | ook at Appendi x A Schedule 1,
| believe that is -- those are all your additions.

And there you will see the addition anmount towards the

center of the page. And, you know, sone of these
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first ones don't have anything because they're

actually -- | think they're part -- they're not --
they don't have any -- I'mnot quite -- well, they're
they're categorized by -- like this one first set is

total main relocations. So they have no percentages
appl i ed.

So you start going to page 3 and you see
sonme of the steel mains and the plastic mains. You'l
see -- and they're putting in nonthly anounts for each
of these. They'lIl have an addition anmount followed by
a project analysis result, which is the percentage
that's being carried over fromthe -- what we just
| ooked at before this and then that's being applied to
It to create -- and then -- to create a different
percentage, the difference, and then it's com ng up
with a revised addition anount. And that's the anount
that's actually in the | SRS case. So this is where
the percentage is being applied.

Q So why would -- why would we conpare an
estimate for the project with or without plastic as

opposed to conparing the actual cost with what it

woul d cost had the -- had the plastic been not
repl aced?

A That's the -- that -- | -- with all due
respect, | didn't put this -- that together, so --
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Q Ri ght .

A -- it's really the Conpany decided to
approach it that way.

Q But -- but you deened it as reasonabl e?

A Yes.

Q So just for -- for exanple, on -- on this

particul ar project that we're tal king about, the

Chout eau Avenue and Fourth Street strategic grid --

A Ckay.

Q -- what was the actual cost of that
proj ect ?

A Well, this area sonewhere -- this is --

these are nonthly figures here for groups of projects.
In my work papers, you know, in sone of the stuff that
| did, I would have sunmari zed this by actual work
order. And | would be able to tell you that nunber,
but I don't have that work paper with ne.

So you woul d have to actually | ook at
this and find the -- that particular work order, which
I's the nunber in the second field, and sel ect
everything fromthat work order and that would be the
total.

Q Vell, |I'mprobably not going to do that.
A kay. Well, if you want nme to do it for
you, |'d be happy to do it after this.
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Q kay. So if I wanted to know t he anount

of the -- the I SRS eligible expenses that the Conpany

Is seeking for the -- for the new | SRS --
A Uh- huh.
Q -- if we've got that dollar amount, if |

wanted to reduce that anount by the anount of any
project where there was a cost associated with the

pl astic repl acenment --

A Uh- huh.

Q -- Is that an easy process?

A If you were able to identify the exact
projects, yeah, | -- 1 think it would be relatively
easy.

Q Do you think it would be a relatively
| arge figure or not?

A | don't know, yeah.

Q Is it -- | nmean it would appear that very
few of the projects on this chart were -- were nore

expensi ve because of the plastic replacenent. That's

just ny -- and | believe there was testinony to that
effect as well. Ckay. Al right. Thank you.
A Uh- huh.

JUDGE DI PPELL: Are there other
Comm ssion questions? M. Chairnman?

CHAI RVAN SI LVEY: Thank you. Real quick.
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QUESTI ONS BY CHAI RVAN SI LVEY:
Q Do you know what percentage of overhead
expenses were expensed versus capitalized in the | ast

rate case?

A No, | do not.

Q Ckay.

A | just -- | didn't work on that case.
That's -- | just don't have it. Sorry.

Q Okay. | appreciate that. |f, for
exanple -- and | -- this is not an accurate nunber.

["mjust pulling this out.

A Uh- huh.

Q But if, for exanple, 65 percent were to
be expensed and 35 percent to be capitalized, would it
make sense that it be treated the sane way in this
| SRS application; and why or why not?

A. Vell, I would think the capitalization
ratios would be the sane. | can't im- | don't know
why they would be different off the top of ny head.
So there wouldn't -- to ny know edge, there woul dn't
be any reason to change that.

Q Ckay. Thank you
QUESTI ONS BY JUDGE DI PPELL:

Q Al right. M. Foster, do you know if

overhead was included in any other | SRS cases for this
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or any other conpany in the --

A |"ve only worked on two other | SRS cases
and that was back in 2009 and 2011. D d not
specifically |l ook at overhead. W don't typically
| ook at that |evel of detail in these I SRS cases, so |
don't know.

Q Ckay. | think that was the only question
| had for you.

JUDGE DI PPELL: Is there any further
Cross-exam nation from Spire?

MR, ZUCKER: Thank you, Your Honor.
FURTHER CROSS- EXAM NATI ON BY MR ZUCKER:

Q Good afternoon, M. Foster.
A Good afternoon.
Q If Spire was replacing a segnent of cast

iron and that segnent had sone plastic in it and the
cost -- estimated cost to replace the cast iron and
the plastic was 100 dollars, okay, and the cost to
repl ace just the cast iron and re-use the plastic was
97 dollars, would you agree with nme that 3 dollars of
that was expended to replace the plastic?

A It sounds that way, yes.

Q And that 97 dollars was expended to
repl ace the cast iron?

A | nmean sone part -- portion of |abor or
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what ever woul d have been expended either way, so yeah,
it is an increnental difference, so yeah. | nean |
woul d tend to agree with that.

Q Ckay. So would you need to assune that
the Conpany was there to replace the cast iron and not
to replace the plastic?

A " mnot sure | understand that part.

Q SO -- so in order to assign 97 dollars to
the cast iron, you would need to assune that the
Conpany -- what the Conpany's goal was was to repl ace
t he cast iron?

A Right. | would agree with that.

Q And if you assunme the cast iron is worn
out or deteriorated and thus | SRS eligible, that
97 doll ars should be recoverable. Wuld you agree
with that?

A. | woul d, yes.

Q And if you assune the plastic is not |SRS
eligible, the 3 dollars would not be recoverable.
Wul d you agree with that?

A Yes.

Q Maybe the | ast question. There is
anot her Staff w tness who actually did the
engi neering. You were the auditor. Correct?

A. Correct.
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Q There's another Staff witness who did the

engi neering part of this; is that correct?

A That is correct.

Q Ckay. And his nane is?

A Chuck Post on.

Q Ckay. Al right. Thank you, sir.
A Thank you.

JUDCE DI PPELL: Is there
cross-exam nation from Public Counsel ?
MR. CLIZER: No, Your Honor. Thank you.
JUDGE DI PPELL: Is there any redirect?
MR, BERLIN:. Yes, Judge. Thank you.
REDI RECT EXAM NATI ON BY MR BERLI N:

Q M. Foster, you had indicated in response
to a question that you did -- you | ooked at a sanple
of work orders. Can you explain the reason why?

A. Vell, yeah. W |ooked at several work
orders and -- because part of the process of what we

do inthe ISRSis we review invoices to nake sure that

they're -- the expenses match -- we have invoices to

expense sone of the -- or to match sone of the

expenses that they're -- they're asking for in this.
And so we | ooked at specific -- we get

specific detailed informati on back fromthe Conpany

and then we select fromthat certain line itens that
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we want to review and we request invoices and so we
| ook at those invoices.

| also | ooked at the work orders -- the
sanpl e of the work orders that | selected for the --
for those particular -- looking at those invoices to
make sure that there was a work order authorization
form And ensuring that that -- that there was a form
for every one of those and that that was -- report
that it designated or denoted that it was an | SRS
el igible work order.

Q Okay. And could you briefly explain the
difference of -- of, as an auditor, your review of
t hese work orders versus what M. Poston did from an
engi neering standpoint?

A Yeah. It was primarily to nmake sure that
the dollar amounts in terns of the work -- the -- the
dol | ar anbunts were correct. And that particularly
with the cost avoi dance studies, it was the -- part of
the deal with the cost avoidance studies is a |ot of
the -- between the -- what was in their filing and
their summary data for what they used to determ ne the
per cent ages were hard coated nunbers that were com ng
fromthese individual cost avoidance studies so it was
val idating that those natched. And when they didn't,

we got sone clarification on that. |In sone cases we
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went froma positive nunber down to a negative nunber.

W also did nore of a sanpling because
the dollar -- the -- the back-up data to support what
went into each one of those cost analysis --

i ndi vi dual cost avoi dance studies was so very, very,
very detailed. So we -- between Chuck and nyself, we
pi cked out a sanple of those that we wanted to get
significantly nore detail back.

And so then | got that data and made sure
that that data matched the individual cost itens in
those cost avoi dance studies. And -- and, you know,
the majority of cases they matched, but there were,
you know, a couple or so that didn't quite match and
we rectified those with the Conpany. So basically to
make sure that everything -- everything supported each
ot her and mat ched.

Q So were you able to get all your
guesti ons answered by the Conpany on any di screpancies

t hat you observed?

A Every one of themwas responded to --

Q Ckay.

A -- and -- and resol ved, yes.

Q And Commi ssioner Hall | believe asked you

sonme questions about the use of estimated nunbers --

A. Yes.
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Q -- in terns of the estimate of the cost
of the job?
A. For -- for the -- for the cost avoi dance

studi es, yes.

Q Ri ght. And would that be sonething, to
your mnd, that M. Poston could address?
A He may be able to address part -- part of
t hat, yes.
Q kay. Thank you. | have no further
questions. Thank you.
JUDCGE DI PPELL: Thank you. | believe
t hat concl udes your testinony, M. Foster. You may
step down.
W' ve been going a couple hours, so |I'd
like to take a short break. |It's getting later in the

afternoon then | would have liked to have been at this
point. And part of our scheduling was to make sure
that we got M. Robinett's testinony in and on a
particul ar schedule. So let ne know when we get back
from break how you see the rest of this afternoon
pl aying out and if we need to rearrange w tness order
or anything like that. So let's go a break and return
at 3:45.

(A recess was taken.)

JUDGE DI PPELL: Let's go back on the
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record.

MR. BERLIN. Staff calls M. Chuck
Post on.

(Wtness sworn.)

JUDCGE DI PPELL: Thank you. You can go
ahead M. Berlin.
CHARLES POSTON, having been first duly sworn,
testified as foll ows:
DI RECT EXAM NATI ON BY MR BERLI N:

Q M. Poston, please state your nane and
spell it for this court reporter.

A Charl es Poston, P-o0-s-t-o0-n.

Q And how are you enpl oyed?

A I"ma utility regulatory engi neer for the

M ssouri Public Service Conmm ssion.

Q How | ong have you been enployed with the
Conmmi ssi on?

A Fi ve years.

Q And did you cause to be prepared certain

Direct Testinony that is in Direct Report format
premarked as Exhibits 100 and 101 in both dockets?
A That's correct.
JUDCGE DI PPELL: And let me just interrupt
there for a second, M. Berlin. Earlier you said

Exhibit 101 was the Appendi x, but it's actually not.
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There's an Appendi x to both. 100 is Case Nunmber 115
and 101 is 116, at least that's the way they were
mar ked on your exhibit |ist.

MR BERLIN:. W have a Direct Report for
bot h dockets.

JUDGE DI PPELL: Yes.

MR, BERLIN: And an Appendi x for both
docket s.

JUDGE DI PPELL: And but it's just
Appendi x 1. Right?

MR. BERLIN:. That is correct.

JUDCGE DI PPELL: Okay. The way | have it
on here is that it's Staff's report with Appendi x 1
for G0 2019-0115 is Exhibit 100 and for GO 2019-0116

Is 101. | believe those reports were different.
Correct? Not just the Appendi x -- Appendices?
MR, BERLIN:. Yes, Judge. | apol ogi ze.

Apparently the exhibit list has a typo in it, but
there is a direct report with an Appendi x that are
premarked as 100 and 101 -- that should be prenarked
as 100 and 101 for both the 115 docket and the 116.
And that's what the court reporter has.

JUDGE DI PPELL: Ckay. |'Il double check
with the court reporter and make sure |'ve got it

correct. I'mstory to interrupt.
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MR, BERLIN:. That's okay.
BY MR BERLI N:
Q M. Poston, could you briefly describe
the testinony that you prepared?
A Yes. M testinony covers ny review of
t he avoi ded cost studies provided by Spire.
Q Ckay. And is -- are -- excuse ne.
Do you have any corrections to nake to
your testinony at this tine?
A No.
Q And if you were to prepare that testinony
today, would your testinony be substantially the sanme?
A Yes.
Q And is your testinony true and correct,
to your best information, know edge and belief?
A It is.
Q And did you prepare any Rebuttal
Testinony in this matter?
A | did not.
MR, BERLIN. Ckay. And with that, Judge,
I would tender M. Poston for cross-exam nation.
JUDGE DI PPELL: Al right. 1Is there
Cross-exam nation by Spire?
MR, ZUCKER: Real -- real quickly.
CROSS- EXAM NATI ON BY MR, ZUCKER:
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Q Did you hear Chair-- Conm ssioner Hall's
questions of M. Foster?

A | did.

Q And can you expl ain how t he adj ust nent
was made?

A | can try. | believe the question was

about the estimates for the expenses for the avoi ded
cost studies and how they were conpared to each ot her
versus being conpared to an actual expense.

The scenario one that was a part of the
avoi ded cost studies was the work that was conpl et ed,
as in put in the ground. The scenario tw was a
hypot hetical | ook at the same job but with an attenpt
to use as nuch of the plastic pipe as possible. So
that -- scenario two was never actually conpl eted.

The Conpany chose to, for the sake of
conpari son, go back and re-estimate scenario one with
the sane conparable units, cost that they used for the
hypot heti cal scenario two. That was -- in the Direct
Testi nony of Rob Atkinson, there is sone informtion
on that starting on page 6, line 22 running to page 7,
line 16.

But again, the idea was for an -- to
al l ow for an appl es-to-appl es conpari son between the

costs of the two different options, scenario one and

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

216



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

scenario two. Those re-estimations on scenari o one
with the estimation of scenario two -- scenario two
were then used to find that percentage and then that
percentage was applied to the actual costs for the
project as it was conpl et ed.
Q Ch, I'msorry. No further questions.
Thank you.
JUDGE DI PPELL: Is there
cross-exam nati on by Public Counsel ?
MR CLIZER: Yes, Your Honor.
CROSS- EXAM NATI ON BY MR CLI ZER
Q Good afternoon, M. Poston. Real quick,
did Staff ever calculate the total footage of plastic
pi pe that was retired in this case?
A | did not.
MR CLIZER: That is all. Thank you.
JUDGE DI PPELL: Are there questions from
t he Conm ssion? Comm ssioner Hall, did you have
guestions?
QUESTI ONS BY COWM SSI ONER HALL:
Q | appreciate your attenpt to explain the
di fferences between scenari o one, scenario two,
estimates and actual costs, but I'mnot sure |
under stood. So when you say scenari o one, | assune

what you're talking about is the approximate cost to
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repl ace plastic?

A Yes.

Q Ckay. And scenario two is the
approximate cost to utilize the plastic?

A Yes. Those were estimted costs
cal cul ated by Conpany's engi neers.

Q And before we get into a conparison of
that with actuals, did you -- to what extent did --
did you anal yze those two esti mates.

Q For the avoided cost studies, ny review
was focused on the construction decisions that
differentiated the two scenarios. And so in a case
where there was a segnent of plastic main that in
scenari o one was abandoned and replaced in scenario
two, | could go in and | ook and see how t he Conpany
proposed to incorporate that into that hypothetical
re-use scenari o.

Q So -- well, was it -- was it your
under standi ng that these estinates were done -- this
is probably a question | should have asked the
Conpany, but is it your understandi ng that -- that
these estimtes were done by the Conpany on the front
end to hel p determ ne whether or not to replace the
pl astic?

A lt's ny --
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Q O was it done after the fact?

A | believe after the fact.

Q kay. So the estimates that were -- that
were done after the -- after the fact, to what extent

were you able to determ ne how accurate they were?

A Do you nean dol |l ars?
Q Correct.
A That was not a part of ny review
Q Did anybody on Staff review that?
A Auditing Staff verified that the
i ndi vidual line item conponents that were included as

a part of the Conpany's cost estinmates were consi stent
with the totals that were present in the avoi ded cost
anal yses.

Q Ckay. But nobody on Staff that you're
aware of | ooked at the approxinmate cost to utilize
plastic on a particular project and determ ned yes,
that 50,000 dollars is -- is a good estimate for that
proj ect ?

A W made the assunption that the cost
esti mates the Conpany nade were based upon sound
principles and that the -- their estimted cost, their
conpati bl e units were acceptabl e.

Q kay. So nmoving onto the process by

which the -- the difference between scenari o one and
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scenario two was then applied to the actual cost,

can -- can you explain to nme why -- why that is the
best appl es-to-appl es approach as opposed to -- to ne,
it would make nore sense to conpare the -- the actual

cost of the project which involved replacing plastic,
with an estimate for what it would have cost to
utilize the plastic.

A Again, | would point at Rob Atkinson's
Direct Testinmony. But you know, in the messy real
worl d, final costs for a project could be inpacted by
a nunber of variables that -- weather or who was
avai l able on the day to do a job, various things that

you can't account for easily in a --

Q Ckay.

A -- re-estimation of a hypothetical.

Q kay. That's -- that -- that is
reasonable. | understand that. Ckay. Al right. |

have no further questions. Thank you.

JUDGE DI PPELL: Thank you. Comm ssi oner
Col eman?

COW SSI ONER COLEMAN:  No questi ons.
QUESTI ONS BY JUDGE DI PPELL.:

Q | just have a couple for you. And I'm
going to ask you -- |'ve been asking others. Are you
aware -- well, | guess you're fromthe engineering

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

220



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

perspective so |'mpretty sure | know what your
answer's going to be but I'lIl just go ahead and ask
it. Are you aware of any situation where the overhead

has been included in past | SRS cases?

A That's outside the scope of ny expertise.
Q (kay. As soon as | started to say it, |
was -- okay. So on page 7 of the report, very |ast

line of your testinony there says, Staff found the
| evel of detail in the avoided cost studies related to
the replacenent or re-use of plastic nmains and plastic
service lines was sufficient to make concl usi ons about
t he reasonabl eness of the construction decisions nmade
by Spire.

What -- what do you -- can you el aborate
on that a little bit for nme? What concl usi ons about
t he reasonabl eness of construction decisions?

A. Vell, one of the things that | was
concerned about and wanted to include as a part of ny
anal ysis was -- was the Conpany's nethod for | ooking
at these avoi ded cost studies, their nethod for making
t hese construction decisions that would then feed
their cost estimates. Were those assunptions in any
way predi sposing an outcone? You know, the idea
was -- you know, is a finger on the scale. And that

woul d, to ne, be unreasonable. And so that was a part
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of nmy review and | did not find any evidence of that.

Q And bear with ne just a second. Let ne
find -- find nmy next one. You're famliar with
M. Robinett's testinony?

A Yes.

Q Ckay. | guess this is just sonething
that cane up from-- fromthat. Can you explain what
evi dence Staff relied on to determ ne that the cast
iron and bare steel mains and the service |ines that
Spire replaced were | SRS eligible?

A My understanding is that was a
desi gnati on nade by the Conpany as a part of their
wor k or ders.

Q So you just went with what the Conpany
suggest ed based on your determnation that their
construction decisions were reasonabl e?

A The avoi ded cost studies did not have any
information as a part of the avoi ded cost study
related to ISRS eligibility. That was a cost

conpari son.

Q And were you just |ooking at the cost
anal ysi s?
A | was | ooking at the avoi ded cost studies

t hensel ves and the nmethod by which Spire chose to set

up their hypothetical scenario twos to nake the cost
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estimates, the construction decisions that fit into
t hose.

Q D d you have any know edge or information
or ability to determ ne that the cast iron and the
bare steel pipes were, in fact, worn out and
deteriorated?

A The Company did not provide any
information in the avoi ded cost studies related to any
mat eri al being worn out or deteriorated.

Q Ckay. | think that's all | have.

JUDGE DI PPELL: Comm ssioner Hall, do you
have anot her question?

COMW SSI ONER HALL: |'msorry.

JUDGE DI PPELL: That's fine.
FURTHER QUESTI ONS BY COWM SSI ONER HALL:

Q | think you discussed this, but | want
to -- | want to nmake sure. (Going back to
M. Atkinson's direct that you referenced on page 6
to -- to page 7, this is the -- how the Conpany went
about devel oping the cost figures for |abor,
materials, tools and overheads using what's referred
to as conpati ble units?

A Yes.

Q You -- you -- you are famliar with the

process that they used?
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A Yeah, I'mfamliar. That is ny
understanding -- what his testinony speaks to, that is
what | amfamliar wth.

Q But are you -- are you famliar wth that
is -- with whether or not that -- do you have an
opinion as to whether that is a reasonabl e approach?

A | believe it is a reasonabl e approach.

Q So even though you -- you -- you did not
| ook project-by-project to determ ne whether or not
those cal cul ati ons were accurate, it is -- it is your
pr of essi onal opinion that the overall approach is --
IS -- is sound and reasonabl e?

A That is correct.

Q Ckay. Thank you

JUDGE DI PPELL: Al right. |Is there any
further cross-exam nation from Spire?

MR, ZUCKER: No, Your Honor.

JUDGE DI PPELL: Public Counsel ?

MR CLIZER: No, Your Honor. Thank you.

JUDGE DI PPELL: Is there redirect?

MR, BERLIN:. Yes, Judge.
REDI RECT EXAM NATI ON BY MR BERLI N

Q M. Poston, you were asked about -- or
you di scussed with Comm ssioner Hall M. Atkinson's

testinony on pages 6 and 7. His testinony dealt with
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conpatible units. And M. Atkinson states that this
created an -- by using this nmethod, this created an
appl es-to- appl es conpari son of the engineering
deci sions that woul d be nmade when pl anni ng these
projects. And do you agree with that statenent?

A Yes.

Q kay. And you reviewed -- well, let ne
ask you this. You would agree there were about 509
i ndi vi dual specific engineering cost studies provided
by the Conpany?

A Yes.

Q And coul d you just explain what you
revi ewed out of that 5097

A Qut of the 509 avoided cost studies, |
did first what | would consider a high |evel review of
all 509. | |ooked at each of the avoided cost studies
to ensure they contained a certain base |evel of
i nformati on; footage of pipe, footage of main
repl aced, footage of main re-used, nunber of services
re-used, nunber of services repl aced.

| looked for if there was a bri ef

narrative describing the project. And | | ooked to see
If there were dollar values associated with the work.
And finally to see if there were appropriate naps,

di agrans or schematics to explain the construction
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deci sions made by the Conpany in their cost estinates.
Beyond that, | |ooked at a smaller subset

of the 509 in greater detail so that I would have a --
a deeper dive into what was done beyond nerely the
presence of the information, but nore | ooking at the
reasonabl eness of what was done on a very granul ar
scal e.

Q And so it's your -- your view then that

t he Conpany provi ded an engi neering cost avoi dance

study for each I SRS project -- each ISRS eligible
project that they applied for?

A That is correct.

Q Al right. M. Poston, what -- what's

t he whol e point of these engi neering cost analysis
studies? And |'mgoing to ask you that because, you
know, I"'mtrying to understand that it -- it follows
each I SRS eligible project, but is the point of that
to show -- to provide sone engi neering or econonic
analysis to the entire scope of the project that woul d
entail the replacenent of incidental or ancillary
conponent s?

A Yes. The -- the project -- the avoi ded
cost studies | ooked at the projects from an
engi neering and econom c point of view \Wat would it

take to re-use as nuch plastic as possible and then
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estimated cost to do so conpared agai nst what the
Conpany considered to be a best practice or what they
actually did for those projects and the cost estimte
for that.

Q kay. So is it fair to say that the
repl acenent of plastic that may be associated wth an
I ndi vi dual project based on the Conpany's approach and
your analysis, that that plastic that was replaced was
incidental to the entire | SRS project?

A | believe their avoided cost studies help
support that argunent.

Q Al right. Thank you.

MR, BERLIN:. | have no further questions,
Judge.

JUDGE DI PPELL: Thank you. | believe
t hat concl udes your testinony, M. Poston. You may
step down.

Wuld Staff [ike to call its next
Wednesday?

MR, BERLIN. Yes. Thank you, Judge.
Staff calls M. Dave Sommerer

(Wtness sworn.)

JUDGE DI PPELL: Thank you.
DAVI D SOVWERER, havi ng been first duly sworn,

testified as foll ows:
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DI RECT EXAM NATI ON BY MR BERLIN:

Q M. Somrerer, please state your nane and
spell it for the court reporter.
A David Sommerer, S-o-mme-r-e-r.

Q And how are you enpl oyed?

A | amthe regul atory nmanager of the
Procurenment Anal ysis Departnent.

Q And how | ong have you been enpl oyed by
t he Comm ssi on?

A Approxi mately 35 years.

Q And di d you cause to be prepared certain
testinony in a Direct Report format that's pre-| abel ed
as Exhibits 10-- 100 and 101 in both the Spire East
Spire West dockets?

A Yes.

Q And coul d you briefly explain the
testinony that you provided?

A | was responsible for devel oping the
Staff rate design for the ISRS. The rate design
essentially takes the Staff revenue requirenent and
splits it between the various custoner classes,
pursuant to the statute and Commi ssion rul e gui dance
on how those revenues are to be split.

Q kay. And do you have any corrections to

make to your testinony at this tinme?
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A The only thing that | would point out is
that any tine the Staff revenue requirenment changes,
you woul d need to update the attendant rate design.
And ny understanding is, is that Staff had a m nor
adj ustnent to revenue requirenent for Spire West and |
believe there's a pleading that supports that.

But in addition to that, there was a tax
I ssue that settled today essentially splitting the
i ssue down the mddle. And that will inpact Staff's
revenue requirenment. That revenue requirenent |
believe -- the updated figures were read into the
record. And if this is the appropriate tine, | could
provi de an updated copy of Schedule 1 for Spire East
and Spire West, which is a rate design that is
consistent with the updated Staff revenue requirenent.

JUDGE DI PPELL: And that's updated fron?
BY MR- BERLIN

Q Yes. Can you expl ain the update?

A The Staff updated its revenue requirenent
pursuant to an error correction which | believe was in

a pleading filed |last night.

Q Hold on a mnute. That -- that -- that
error correction involved a tax -- a very, very m nor
tax error in Spire West. And so there was no -- we

and the Conpany deci ded that we woul d not nake a
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filing on that because the parties had resol ved the
overal | tax issue.

A. Under st ood. Understood. Therefore, |
woul d say the only change necessary to Staff's
Schedule 1 fromits Direct Testinmony would be to
refl ect the new revenue requirenent as agreed to today
pursuant to the tax issue agreenent.

Q Al right. And you have that schedul e
with you?

A | have schedul es and copies for the
Conmmi ssion both for Spire East and Spire West.

Q Ckay.

A There are 20 copies -- or 19 copies in
each one of those packets.

JUDGE DI PPELL: Wy don't we mark that
I nstead of, you know, attaching it to the earlier
report or whatever. W'Ill mark that as --

MR, BERLIN: Yes. 1'dlike to mark it as
a separate exhibit in each docket.

JUDGE DI PPELL: Right. Okay.

MR, BERLIN:. We'll mark this as --

JUDCGE DI PPELL: 102 and 103?

MR, BERLIN. Well, it would be 102 in
each docket.

JUDGE DI PPELL: O 102 and 103, because
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I'"'mgoing to get you straightened out on that other.

MR, BERLIN:. Ckay. Because we were -- we

had 100 and 101 for the Appendix. | have different
Appendi xes. Each -- each docket has their own
Appendi Xx.

JUDGE DI PPELL: | wunder stand.

MR, BERLIN:. Ckay.

JUDGE DI PPELL: As | said in the
begi nning of the hearing, we've conbined these cases
for hearing, but not conpletely. So it is right to
have separate information for separate cases. But for
pur poses of the hearing, we're going to nmark
everyt hing once and put both copies in each -- each
file.

MR, BERLIN: | understand.

JUDGE DI PPELL: So we'll mark the 115
schedul e as 102 and the 116 schedule as 103. And
that's Updated Schedule 1 to Staff's report.

(Exhibits 102 and 103 were marked for
i dentification.)

BY MR BERLI N

Q M. Somrerer, does that conplete your
corrections to your testinony at this tine?

A. Yes, it does.

Q kay. And with that correction, is your
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Direct Testinony true and correct, to your best
i nformati on and belief?

A. Yes, it is.

Q And in this matter, did you prepare any
Rebuttal Testinony?

A No.

MR BERLIN. At this tinme, Judge, because

M. Sommrerer is our last witness, | wuld like to
offer our Staff Direct Report and supporting
Appendi x 1 and Exhibits 10-- what you're going to call
102 and 103 into evidence in both dockets.

JUDGE DI PPELL: And so I'"Il just clarify
again. The way | want these marked -- and the court
reporter and I will make sure that it's done at the
end -- is -- | nmean Staff's Appendix to its report is
the -- the case information that the w tnesses have

participated in. Correct?

MR. BERLIN. That's correct.

JUDGE DI PPELL: Ckay. So that report and
its Appendix is one exhibit and it is marked as
Exhi bit 100 for Case Number GO 2019-0115. And the
report and its Appendix 1 for Case Nunber GO 2019-0116
I's marked as Exhibit 101.

Wul d there be any objection to either

Exhi bit 100 and 101 coming into the record?
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MR, ZUCKER: No, Your Honor.

JUDGE DI PPELL: Al right. Seeing none,
then I wll admt Exhibits 100 and 101.

(Exhibits 100 and 101 were received into
evi dence.)

JUDGE DI PPELL: And Exhibit 102 is the
updat ed Schedule 1 for Case Nunber ending in 115 and
Exhibit 103 is the updated Schedule 1 for Case Nunber
ending in 0116. Wuld there be any objection to those
comng into the record?

MR ZUCKER: No.

MR CLIZER  No.

JUDGE DI PPELL: Al right. Thank you

(Exhibits 102 and 103 were received into
evi dence.)

JUDGE DI PPELL: Was there any rebuttal
for this wtness?

MR, BERLIN:. There's no rebuttal, Judge.

JUDGE DI PPELL: Ckay.

MR, BERLIN. At this point | tender
M. Sommrerer for cross-exam nation.

JUDGE DI PPELL: Excellent. Okay. |Is
there cross-exam nation from Spire?

MR ZUCKER: There is not.

JUDGE DI PPELL: Is there
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cross-exam nation from Public Counsel ?

MR. CLIZER: No, Your Honor. Thank you.

JUDGE DI PPELL: Are there questions from
the Bench for M. Sonmerer?

COW SSI ONER HALL: No questi ons.

COW SSI ONER COLEMAN:  No questi ons.

JUDGE DI PPELL: Ckay. Hold on just one
nmonment. COkay. | don't believe | have any questions
for you either M. Somerer. So with that, | guess
your testinony is conpleted and you may step down.

THE W TNESS: Thank you.

JUDCGE DI PPELL: Ckay. | believe then
since that conpletes Staff witnesses, we are ready to
begin with Public Counsel's w tness.

MR. CLI ZER: Thank you, Your Honor.

MR, ZUCKER: Your Honor, may | junp in
here real quick --

JUDGE DI PPELL: Yes. Yes.

MR, ZUCKER: -- and ask if we can enter
into evidence Exhibits 1, 2, 3 and 4, which are
Spire's applications for Mssouri East and M ssouri
West and the updates for M ssouri East and M ssouri
West ?

JUDGE DI PPELL: Yes. Would there be any

objection to Spire's original application and its
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appendi ces and t he updated Appendi x A for each of the
cases conmng into the record?

MR CLIZER: Not an objection, per se.
Just to clarify, are they not already part of the
record being entered in EFIS?

JUDGE DI PPELL: They -- they are part of
the admnistrative record, but | would Iike to nmake
sure that they are included as evi dence.

MR, CLIZER: Fair enough. No objections.

MR, BERLIN: No objections.

JUDCGE DI PPELL: All right then. So
Exhibit 1, which is Spire Mssouri East's application
I n Case Nunber ending in 0115 is admtted into the
evi dence.

(Exhibit 1 was received into evidence.)

JUDGE DI PPELL: Exhibit 2, which is Spire
M ssouri West's application in Case Nunber ending in
0116 is entered into evidence.

(Exhibit 2 was received into evidence.)

JUDGE DI PPELL: Exhibit 3, which is the
Appendi x A, which is the update of the Decenber and
January nunbers for the case ending in 0115 is entered
I nto evidence.

(Exhibit 3 was received into evidence.)

JUDGE DI PPELL: And Exhibit 4, which is
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the update for Decenber and January in Case Nunber
ending in 0116 is entered into evidence.

(Exhibit 4 was received into evidence.)

JUDGE DI PPELL: Thank you very nuch for
taki ng care of that.

And just on a timng note since we're
beginning wth M. Robinett, |I'massunmng that we're
going to continue regardless if we have to go past
5:00 to conplete his testinony today. Is that --
everyone's in agreenent with that? Al right. ay.
Let's go ahead.

MR, CLIZER In that case, the OPC calls
John Robi nett.

(Wtness sworn.)

JUDGE DI PPELL: Thank you.

JOHN ROBI NETT, having been first duly sworn, testified
as foll ows:
DI RECT EXAM NATI ON BY MR CLI ZER:

Q M. Robinett, could you please state your
full nanme for the record and spell your |ast name?

A John A. Robinett. And it's
R-o0-b-i-n-e-t-t.

Q M. Robinett, with whomare you enpl oyed
and in what capacity?

A " m enpl oyed by the Mssouri office of
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the Public Counsel as a utility engineering
speci al i st.

Q And did you prepare or cause to be
prepared testinony that has been entered as --
pre-filed as Exhibit 200 in this case?

A | did.

Q Do you have any changes to that testinony
that you'd like to nmake at this tine?

A | do not.

Q s that testinony true and correct, to
the best of your know edge and belief?

A It is.

MR CLIZER: At this point | would offer
Exhi bit 200 into evi dence.

JUDGE DI PPELL: Would there be any
objection to Exhibit 2007

MR, ZUCKER: No, Your Honor.

MR, BERLIN: No, Judge.

JUDGE DI PPELL: Seeing none, | will admt
that into evidence.

(Exhibit 200 was received into evidence.)

JUDGE DI PPELL: And is there any
rebuttal ?

MR CLIZER  Yes, Your Honor.

JUDGE DI PPELL: Al right. Go ahead.
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BY MR CLI ZER
Q M. Robinett, were you here earlier when

Conmm ssi oner Kenney was questioning | believe it was

At ki nson? Are you -- were you here?

A Yes.

Q Do you recall Comm ssioner Kenney was
asking M. Atkinson -- and |'m going to paraphrase

this alittle bit, but essentially he ran hi mthrough
a hypot hetical kind of scenario. And at one point he

asked hi mwhat the OPC wants. Does that seemfam|li ar

with you?
A Yes.
Q |"mnot going to try and renenber the

exact scenario, but just to make a simlar situation,
if we assune that Spire's replacing a thousand feet of
pi pe, say, 800 of which is cast iron, 200 is plastic.
And we further assune that the cast ironis, in fact,
worn out and deteriorated and the plastic is not. And
finally, let's assunme that Spire has presented a cost
avoi dance study |ike the one they've presented in this
case that shows that it was cheaper to replace rather
than re-use the plastic.

Based on all those assunptions, does the
OPC have a -- or are we asking Spire to nmake any one

particul ar decision froman operational standpoint?
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A | would not tell Spire howto operate
their systemor how to nmake their replacenents, no.

Q And if Spire were to replace that entire
pipe for a certain cost, what percentage of that cost
woul d you say is attributable to the replacenent of
plastic? | recall the -- the feet were 800 feet of
cast iron, 200 of plastic.

A That woul d be how the recommendati on was

done in the 2018 cases.

Q Thank you. Did you review any of the
I ndi vi dual anal yses -- the individual cost avoi dance
anal yses?

A Sonme, but probably not to the detail and

the level that Staff did.

Q Fair enough. M. Robinett, regarding
what you' ve just been handed, are these two of the
i ndi vi dual avoi ded cost anal yses that you | ooked at
preparing your testinony?

A Yeah. (Going through a high |level, these
are two of them | would caveat that the ones that
are handed to you are absent the maps that woul d have
been on there.

Q And -- thank you. There's been a |ot of
di scussi on today. Various people have commented on

the concept of eligibility with regard to the cast

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

239



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

iron and bare steel that Spire replaced. 1|s there
anything contained within these particul ar work order
anal yses that you believe bears on that question?

A These two projects junped out to ne. The
902112 for the Comm ssion is the Mssouri East
exhibit. And the -- the note there kind of struck ne
as that it basically says the ISRS project -- it is a
100 percent | SRS recoverable project due to there
bei ng no mains or services that were plastic being
repl aced.

Q Is that also the same on the other work
order anal ysis?

A It is, wwth the caveat that it is
specifically related to bare steel.

Q And what concl usion do you draw from
t hat ?

A And these are the only two that | recal
havi ng 100 percent listed in the individual analysis.
That would tell nme that there is plastic being
repl aced as part of the others and reviewed and that
that woul d make the project not 100 percent | SRS
el i gible.

Q Thank you.

MR, CLIZER. | probably should have had

these marked a little bit earlier, but | would like to
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mark these as OPC Exhi bits 202 and 203, | believe.
Fair enough. Let's do Project Nunber 902112 as 202
and Project Nunber 801843 as 203.

JUDGE DI PPELL: That's good.

THE WTNESS: | didn't hand themto her
but I wote on them

MR BERLIN: Are there two different
proj ect nunbers? Yeah, | got that. Wat's the other
one?

M5. SHEMAELL: 202 is 902112.

MR, BERLIN:. | just got two copies of the
sanme one.

MR. CLIZER: Which one are you m ssing?

MR T RVING 203.

MR CLIZER. Here's a copy of that.
Sorry about that.

(Exhibits 202 and 203 were marked for
identification.)

MR CLIZER At this time I'd like to
offer these two exhibits into evidence.

JUDGE DI PPELL: Would there be any
obj ection to Exhibits 202 and 203?

MR ZUCKER: | don't think so, Your
Honor .

JUDGE DI PPELL: Okay. In that case, |
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will admit Exhibit 202.

(Exhibit 202 was received into evidence.)

JUDGE DI PPELL: And you said project
902112 was 2027

MR CLIZER  Yes.

JUDGE DI PPELL: Okay. And Exhibit Nunber
203.

(Exhi bit 203 was received into evidence.)

THE WTNESS: Judge, that Project Number
was 801843.

JUDGE DI PPELL: Yes.

MR, CLIZER: Sorry. Thank you.

JUDCGE DI PPELL: Thank you. Did-- did
you have any nore?
BY MR CLI ZER

Q M. Robinett, in addition to the

i ndi vi dual project analyses, did you al so revi ew sone

of the work order authorization sheets that Spire

pr oduced?

A Sone, but not all.

Q Do you have a copy of Wrk O der Nunber
800083 in front of you?

A | do.

Q Is this one of the work orders that you
revi ewed?
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A It is.

Q Were you able to cal cul ate what
percentage plastic nade up out of the mains and
services being replaced or retired?

A | perfornmed two different cal cul ations on
this specific one. And if the Comm ssion would turn
to page 9 and page 10, that is where -- those are the
nunbers that | used to performthe cal cul ation.

Specifically for mains, | did a
percentage of the |ength replaced using the retirenent
quantity. And that equaled out to a 17.25 percent for
the -- of plastic mains. | also did a percentage
based on the actual retired cost. And for that, the
percent age was 28.21 percent of this particular work
order that was plastic main retired.

Simlarly for services, | did the sane.
For this particular project 98.18 percent were plastic
service -- for the plastic service of the |engths
repl aced. And then for the cost, it was 99.2 percent
on the dollars.

Q Thank you. Based on those percentages,
do you consider the plastic being replaced in these to
be incidental ?

A Certainly not for the services. And I

think I would start to question whether it was
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incidental for this particular work order for the
plastic main |ength.

Q Was there anything el se that struck you
as inportant regarding this particular work order?

A There was. Specifically earlier in the
work order, on page 8 the itemthat struck ne here is
that we are seeing the replacenent of coated steel.

Q And as you understand it, is that -- you
know what ? Never m nd.

A And that's inportant because if you go to
page 1, the budget description here is the replacenent

of bare steel nmin.

Q M. Robinett, do you al so happen to have
a copy of Work Order 901048 in front of you?

A Yes.

Q Actually before | get into that, the

previ ous Wrk Order 800083, was that for M ssouri
Spire West or M ssouri Spire East?

A That is West.

Q And the work order | just referred you
to, 901048, is that East or West?

A That is for Mssouri East.

Q In a simlar fashion to the question |
asked before, did you cal cul ate what percentage of the

mai ns and services being replaced were plastic?
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A | did.
Q What were the results of that?
A The percentage of plastic |length that was

retired for this particular work order was 20.65
percent. For the plastic nmain replaced, |ooking at
the retired dollars was 84.6 percent. Then for
services, the anount -- the percentage of plastic
retired | ength was 80.12 percent. And then the

per cent age based on the dollars retired was 79. 92
percent.

Q And as with the other work order, do you
consi der these percentages to indicate the plastic
being retired as incidental ?

A | woul d not.

Q Was there anything else regarding this
wor k order that you felt worthy of consideration?

MR, BERLIN: Judge, I'd like to interject
here. 1'd like to ask if this is Rebuttal Testinony
or is this Supplenental Direct Testinony?

MR, CLIZER. This is Rebuttal Testinony

with regard to the argunent that the plastic that was

included is incidental. It has been raised by -- |I'm
sorry. | probably should have asked to respond first.
| just junped right into it -- with regard to the

argunment that the plastic being replaced was
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i ncidental that has been nade by nunerous parties.
MR, ZUCKER: Your Honor, may | address it

al so?

JUDGE DI PPELL: Go ahead, M. Zucker.

MR, ZUCKER:. Ckay. So | amgoing to
object also. He can call it rebuttal if he wants, but
t hese docunents are both -- both canme -- were

delivered early in the case. One's dated in January,
one's dated in February. These are the work orders
that we would have delivered with -- or shortly after
the application was filed so they' ve had these a | ong
time. March 15th was when they were supposed to nake
their declaration. March 29th, Direct Testinony was
due.

Now everyone's filed their testinony.
Qur witnesses have all gone so we have no witnesses to
explain or object to this. And | object to this
being -- that -- this evidence being given and
portrayed as rebuttal.

MR, CLIZER. May | respond agai n?

JUDGE DI PPELL: Go ahead.

MR CLIZER. W did not prepare this as
part of direct because we did not anticipate that the
argunent regarding the incidental -- that these --

plastic was incidental, we didn't think that argunent
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woul d be nmade based on their size, which is why it's
bei ng introduced as part of his rebuttal.

As for M. Zucker's concerns regarding
his ability to address it, he is nore than wlling to
cross -- or not willing. He is nore than -- he is
able to cross M. Robinett as to this testinony.

JUDCGE DI PPELL: And which Direct
Testi nony were you saying this was in response to?

MR CLIZER. It was specifically stated
inthe -- 1 was going to qualify it as direct. The
testinony presented by Ms-- by Marc Poston as part of
the Staff on this report --

M5. SHEMAELL: Not WMarc Poston.

THE W TNESS: Not Marc Poston. |
apol ogi ze. Chuck Poston. Charles Poston. As well as
statenents he nmade on rebuttal -- or not rebuttal. |
believe it was redirect actually.

MR ZUCKER: So he's saying he's giving
it for the purpose of an incidental -- whether it's
incidental? |Is that what he's sayi ng?

JUDGE DI PPELL: Yes. And for that reason
["mgoing to allow it.

MR CLIZER: Well, what | was going to
say is | have not marked either of these two as an

exhibit. And ny reason for doing so is that | didn't
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want to be accused of cherry picking these. So | was
preparing to ask for all of the work order
aut horization forns to be introduced into evidence.

| have prepared CDs containing all of the
wor k order authorization forns that were submtted to
be delivered to the Comm ssion Staff and Spire. And
again, that's just to prevent any concern that we're
cherry picking information, which is why I would |ike
to -- it mght get a little awkward, but | don't know
if you want to mark these CDs as Exhibit 2047

JUDGE DI PPELL: And -- okay. So the CDs
contain these two orders along with all of the other
wor k orders that were provi ded?

MR. CLIZER: Correct. They are in PDF
searchabl e format.

JUDGE DI PPELL: And that was -- you
informed nme earlier that you were going -- going to
offer sonething in this format saying that it was
4,000 pages or sonething; is that correct?

MR, CLI ZER: Roughly, yes.

JUDGE DI PPELL: Ckay. W can certainly
mark that. | would like to go ahead and just for
pur poses of being able to see sonething i mediately, |
woul d like to mark these other work orders separately.

MR. CLIZER: Fair enough.
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JUDGE DI PPELL: So I'mgoing to mark the
first work order -- the physical work order that you
handed us as -- and that was Woirk Order 800083, |I'm
going to mark that as Exhibit 204. 1'mgoing to mark
Wrk Order 901048 as Exhibit 205. And then I wll
mark your CD, if you wll give a copy of that to the
court reporter, as Exhibit 206.

(Exhi bits 204, 205 and 206 were marked
for identification.)

JUDGE DI PPELL: Now those are nmarked.
They have not yet been offered or admtted, so --

MR, CLIZER: Again, | just want to
clarify. The CD contains the work authorization forns
that Spire submtted as part of its application -- or
not necessarily part of its application but submtted
to the parties. Al the parties actually already have
this information or at the very least definitely
shoul d have this information.

We're just asking it be entered into the
record. W have not nodified or changed any of this.
It's the PDFs exactly as Spire handed themto us. And
wth that, | would ask to enter into evidence 204, '5
and ' 6.

JUDGE DI PPELL: Ckay. |I'mgoing to start
with 204 and 205. Wuld there be any objection to
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those work orders coming into evidence?

MR, ZUCKER: Yes, there would, Your
Honor. Again, we object. | appreciate M. di zer
giving us the opportunity to cross-exam ne, but we've
had no chance to review these docunents and | think
they -- they're not in a position to authenticate
t hem

MR, BERLIN. Staff joins in that
obj ecti on.

MR. ZUCKER: It's really prejudicial.

MR CLIZER If | may rebut -- or may |
respond?

JUDGE DI PPELL: Go ahead.

MR, CLIZER: These are Spire's docunents.

They have all the tinme in the world to review them

because Spire produced them And we have

authenticated themto the extent that they are what we

recei ved from Spire.

MR, ZUCKER: Yeah, we have -- haven't --
we have no opportunity at this point to review these,
to verify them to explain them You know, we went
through an entire process here the | ast few nonths
wor ki ng very closely with Staff. OPC was nowhere to
be found. And now they show up after all the

wi t nesses have gone and dunp a CD onto the record. |
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think it's really inproper, Your Honor.

JUDGE DI PPELL: Ckay. Well, right now
we're just dealing with the two paper copi es.

MR. ZUCKER: | don't |ike those either.

JUDCGE DI PPELL: And I'mgoing to overrule
your objection and admt Exhibits 204 and 205.

(Exhi bits 204 and 205 were received into
evi dence.)

JUDCE DI PPELL: There's al so been an
offer then of Exhibit 206, whichis a -- is

represented to be a CD containing the work orders that

Spire submitted to the parties. |'massumng that --
MR CLIZER If | may?
JUDGE DI PPELL: -- Staff and -- oh, |I'm
sorry.

MR CLIZER: Just real quick, | have no
further cross. So if you would Iike to take a short
break to allow themto observe what's on the CD, for
exanple, |'mjust suggesting that as a potentia
opportunity.

MR, ZUCKER: Your Honor, you set up the
process to have live rebuttal. Everyone has done |ive
rebuttal in a very, you know, narrow manner trying to
just address what we've read in the direct. And now

OPC is entering a bunch of information into the record
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after everyone's done that they have had the -- the
opportunity to enter at the very latest |ast Friday.

JUDGE DI PPELL: | understand your
objection. And as for Exhibit 206, | amnot inclined
to sustain your objection --

MR, BERLIN:. Judge, Staff agrees with the
Conpany on that objection.

JUDGE DI PPELL: | -- | understand --

MR, BERLIN:. This is just dunping into
the record. And the Conpany, you know, had plenty of
opportunity to enter these kinds of things into the --
into their testinony, but they didn't. And to do this
at the last mnute and not give us the opportunity to
review t he docunents is -- is just inproper.

JUDGE DI PPELL: Well, so now l'mgoing to
conti nue what | was sayi ng before you interrupted ne.
| was about to say that I'"mnot inclined to sustain
your objections based on the fact that it is not
rebuttal; however, since it's a CD purportedly
contai ning 4,000 pages, I'mnot inclined to
automatically admt it. | aminclined to at |east |et
you have the opportunity to review the CD to nmake sure
that it is what it is purported to be.

So I'"'mnot going to rule on the

adm ssibility of that CD right here today. |Instead,
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I'"'mgoing to hold that ruling until at |east the end
of this hearing. And | will give you an opportunity
to at least review it and nmake any further objections
in witing. Does that nake sense?

MR, ZUCKER: What do you nean by --

M5. SHEMAELL: Yes, Judge. Thank you.

MR, ZUCKER: What do you nean by the end
of the hearing, Your Honor?

JUDGE DI PPELL: Well, at the end of the
hearing -- | don't know when we're going to finish
here. So at the end of the hearing, | will tell you
how nuch tine you're going to have to |look at that CD
and give ne objections.

MR, ZUCKER: Ckay.

JUDGE DI PPELL: But it will not be
through this hearing. Gkay? | think -- unless you
need the opportunity to cross-exam ne M. Robinett
about sonme of those itens in that CD, so.

MR. ZUCKER: Wiit a mnute. Let ne | ook
It over.

JUDGE DI PPELL: Okay. For now, that
ruling is on hold.

MR, ZUCKER: Pl ease note my exception to
adm tting into evidence 204 and 205.

JUDGE DI PPELL: It is so noted.
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MR, CLIZER: As previously stated, |
am-- | have no further rebuttal and |I tender the
W tness for cross-exam nation.

JUDGE DI PPELL: Al right. |Is there any
cross-exam nation from Staff barring the CD? |
realize you have not had an opportunity to view what
is on that. |Is there any other cross-exam nation from
Staff?

MR, BERLIN. A little bit, Judge. Thank
you.

CROSS- EXAM NATI ON BY MR BERLI N:

Q So M. Robinett, I"mcurious. D d you
get to review every one of the work orders in the
4,000 pages that's purportedly on these CDs?

A You're tal king the work order
aut hori zation seets --

Q Ri ght .

A -- sheets? Sorry. No.

Q Ckay. And if | go to page 12 of your
testinony, on line 17 you say -- and |I'mgoing to read
it -- Due to the press of business and Iimtations of
our office, | have been unable to independently verify
the accuracy of Spire's avoided cost studies.

|s that accurate? 1s that true?

A That is true. | didn't -- | basically
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did a very high |l evel overhead review of it. | did
not go into the detail that Staff did nor do |I have
the nunbers that would back up their cost estinates.
| don't have that know edge.

Q kay. So then you go on to say, However
even assuming for the sake of argunent that Spire's
avoi ded cost studies are correct, such avoided costs
woul d not nmake these plastic conponents repl aceable --
repl acenments | SRS eligible.

So do | understand that to nean that
there's no such thing as any incidental replacenents
to an I SRS eligible project?

A No. | believe that those plastic
conponents in sone instances may have been incidental,
sonme may have not. But the plastic was not worn out
or deteriorated and | did not see evidence of a worn
out and deteriorated in plastic presented.

Q So you just nentioned that you -- you
woul d -- you would agree that there is such a thing as
the incidental replacenent of plastic that goes al ong

with an | SRS eligible project?

A There can be, yes.
Q kay. Thank you. | have no further
guesti ons.

JUDGE DI PPELL: |s there
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Cross-exam nation from Spire?
MR ZUCKER: Yes, Your Honor.
CROSS- EXAM NATI ON BY MR, ZUCKER:

Q M. Robinett, you participated in the
2018 | SRS cases, did you not?

A Yes.

Q And do you recall in those cases Spire

wi t nesses Hoeferlin and Lauber testifying about the
inferiority of cast iron and bare steel?

A That they are subject to corrosion, yes.

Q kay. And let's see. The Conm ssion
made findings of fact in that case, including nost of
the cast iron pipes being replaced are over 100 years
old. Do you recall that?

A | don't have the order in front of ne.
Could you help nme with that?

Q Yes. Let nme read to you from paragraph
13 on page 6, Most of the cast iron pipes being
repl aced are over 100 years ol d.

Do you have any reason to doubt that?

A. The statenents "nmost"? No, | do not.

Q Okay. The next sentence, Cast iron pipes

are unsafe to use because they undergo a process
call ed graphitization in which the iron | eaches out,

maki ng the pi pe subject to cracking and | eaking.
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Do you have any reason to disbelieve
t hat ?

A Coul d you repeat that?

Q Unh- huh. Cast iron pipes are unsafe to
use because they undergo a process call ed
graphitization in which the iron | eaches out, making
t he pi pes subject to cracking and | eaki ng.

A | believe they are subject to
graphitization. M one hesitation is that -- is the
word "unsafe" due to how nuch cast iron you may have
in your system And that would tell nme that -- what
don't want to believe is that Spire is not neeting its
duty for safe and reliable service. | nean, that's --
that's ny -- that's why I'm --

Q This was a finding of fact fromthat
order that I'mreading to you. So |'mjust asking
you --

A. | mean | don't have it in front of ne,
but I will take that that that's what that says.

Q Al right. The next sentence says, The
steel pipe being replaced is bare and not cathodically
protected so those pipes corrode relatively quickly
and need to be repl aced.

Do you recall that evidence in the case?

A. | don't recall that evidence, but that
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may be what the order says.

Q Okay. Let's nobve onto page 13 of this
sane order. It says here -- this is under the
Concl usi ons of Law and Di scussion. The Conm ssion
says, The Conm ssion concludes that the cast iron and
steel pipes were replaced to conply with state or
federal safety requirenents and were worn out or in a
deteriorated condition so they are eligible for cost
recovery under | SRS.

Do you recall that?
A | will take your word for that's what

t hat order says.

Q Okay. Can you turn to page 5 of your
Direct Testinony?

A "' mthere.

Q Ckay. On line 6 you say, Therefore,

Spire appears to be operating under the assunption
that any pipe it replaces as part of a nandated
repl acenent programis, by definition, worn out or
deteriorated and that Spire, therefore, does not need
to performany testing or |leak analysis to verify that
fact.

Wul d you say that that sentence
conflicts with the Commission's order in the 2018 case

whi ch said that these cast iron and steel pipes are in

TI GER COURT REPORTI NG LLC 258
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

a worn out and deteriorated condition?

MR, CLIZER: Your Honor, I'mgoing to
object. The case he's referring to -- he's talking
about factual findings regarding different pipes in a
different case. How does that at all relate to this
case?

MR ZUCKER: Well, it's all part of the
sane program - -

MR CLIZER. No, it's different pipes.

MR, ZUCKER: -- cast iron replacenents --
cast iron replacenent -- cast iron and steel pipes.
JUDGE DI PPELL: I'msorry. \Wat -- what

exactly is your objection?

MR. CLIZER. They're referring to factual
findings nmade in a different case regarding different
pi pes and he's trying to tie that to this case. The
factual findings of a different case relating to
different pipes do not relate to this case.

JUDGE DI PPELL: 1'mgoing to overrule the
objection and |l et the witness answer if he knows.

THE WTNESS:. Could you re-ask the
guesti on?

BY MR ZUCKER:
Q Sure. Here's your statenent on page 5,

line 6, Spire appears to be operating under the
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assunption that any pipe it replaces as part of a
mandat ed repl acenent programis, by definition, worn
out or deteriorated and that Spire, therefore, does
not need to performany testing or | eak analysis to
verify that fact.

s your criticismof Spire's approach
I nconsi stent with the Comm ssion's order in Septenber
2018, in the 2018 | SRS cases?

A My recommendation here is based on the DR
responses that Spire gave ne in this case as it was in
the | ast case that the Conm ssion rul ed agai nst ne.

Q Okay. Well, did the Conm ssion not
conclude that cast iron and steel pipes are worn out
or in deteriorating condition?

MR CLIZER: |I'mgoing to object to that.
Asks for a |egal concl usion.
BY MR ZUCKER:
Q |"mjust saying isn't that what the

Comm ssion said in the 2018 order?

A Again, | don't have the order before ne,
but I wll take your word for that's what it says.
Q Well, you don't have to. Wy don't you

take a | ook --
MR, ZUCKER: Perm ssion to approach.
JUDGE DI PPELL: You nay.
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MR ZUCKER: Post -- ex post fact.
THE WTNESS: You're tal king about --
BY MR ZUCKER:
Q Right -- let's see. R ght there
(i ndicating).
A Ckay.
Q So is it not reasonable to conclude that
what the Conmi ssion said is that the cast iron and
steel pipes were in a worn out or deteriorated

conditi on?

A That is what they said.

Q And are you challenging that in this
case?

A "' m not addressing the 2018 case at all.

Q Are you chal l enging that cast iron and

steel pipes are not in a wrn out and deteriorated
condi ti on?

A | amchallenging that | haven't seen
evidence from Spire that they are worn out and
deteriorated other than the statenments today from
M. Atkinson.

Q Ckay. So the -- so what the Conmmi ssion
said was the cast iron and steel pipes are in a worn
out and deteriorated condition. Spire is working off

t he assunption that that's true. Are you saying
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now -- are you challenging that -- the Conm ssion's
finding -- the Conm ssion's conclusion in the 2018
case?

MR CLIZER. Are you challenging the 2018
case?
THE WTNESS: | believe our Conm - our
of fice has an appeal pending for the 2018 case, yes.
MR, ZUCKER: Ckay. | would ask that
OPC s attorney not help with the answer, but.
BY MR ZUCKER
Q Do you recall the exanple that your
attorney gave you where there was a thousand feet of
pi pe, 800 feet was cast iron, 200 feet was plastic?
A Yes.
Q And if -- if that -- if the cost of
replacing that pipe was a thousand dollars, how nuch

of that would you say is |I SRS eligible?

A This is a struggle because even in the
2018 case, | -- | went to the straight percentage and
|'"ve still struggled with that. For that answer, it
woul d be 20 percent was ineligible. 1've continued to

consi der whether there is sone sort of double ratio
that | could apply based on the footage and the cost
of what was retired versus what was put into replace

that for the efficiency sake.

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

262



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

G0 2019-0115 GO 2019-0116, Vol. |

Q So you've -- you're struggling with the
strai ght percentage approach is what you're sayi ng?

A It was the best | had. |'ve been trying
to conme up with a -- another ratio -- a double ratio
basically to account for the efficiency criteria that
IS -- is there due to the switching nature of the
system

Q And while Staff and the Conpany were
wor ki ng on these anal yses, did you participate in any
of those neetings and di scussions?

A | was present for sone of the neetings
held down in 110, as well as sone bl ue jean neetings.
More than likely I was not part of every neeting that
occurred between Staff and the Conpany.

Q Do you agree that -- wth | think what
your attorney said earlier, that Spire's approach to

cast iron and bare steel replacenent is prudent?

A Coul d you rephrase the question?
Q | don't think so.
A Are you tal king about an operati onal

perspective?
Q Well, | guess I'"'mtalking from al
per specti ves.
A The answer is | don't know. Because |

know previously that the Conpany had addressed
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concerns about safety with reconnections. And so that
woul d -- ny understanding is they are fully replacing.

The anal ysis was just on whether they could re-use.

Q Ckay. Well, are you in favor of Spire
continuing the programthat they are -- the safety
repl acenent programthat -- that they' re performng?

A Coul d you better define the safety
pr ogr anf

Q Yeah, the cast iron and bare steel nmin

repl acenent prograns.

A Those are the ones that were approved by
t he Conmm ssion or --

Q The ones that your attorney said that he
t hought were fine, that he wanted that work to
continue. Those prograns.

A | guess | don't recall specifically what
prograns those were. | know that we did not take
i ssue with the rel ocations because we received
docunmentation for the entities.

Q kay. That's not the question | asked
you. Apparently what you're saying is you're --
you're -- you're not in a position to agree with your
attorney. Correct?

A | don't know.

VMR, ZUCKER: One nonent, Your Honor.
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BY MR ZUCKER:

Q M. Robinett, can you tell nme about this
CD? |Is there just raw data on it or is there
anal ysi s?

A It is the work order authorization sheets
that | received fromSpire. So sone of those would
have been the initial work orders provided, then
January actuals and then the Decenber actuals.

Q kay. And do you recall when you
recei ved t henf?

A | know specifically the -- one of the
docunents fromthe file that it was pulled was dated
1/22/19. Those woul d have been the Decenber actuals.
' massum ng the February actuals were given |later and
| cannot recall when the originals were given to us.

['"'massumng it was as part of one of the individual

anal ysi s di scussi ons.
Q All right. That's all | have.
MR, ZUCKER: Thank you, Your Honor.
JUDCGE DI PPELL: Thank you. |Is there --
are there questions fromthe Comm ssion? Conmi ssioner
Hal | ?
COW SSI ONER HALL:  Yeah.
QUESTI ONS BY COWM SSI ONER HALL:
Q Good afternoon
Tl GER COURT REPORTI NG, LLC 265
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A Good afternoon.
Q You -- you indicated that you thought
that it was possible for -- for a plastic repl acenent

to be incidental to a ISRS eligible project. Correct?

A Some i ncidental, yes.

Q Can you give ne any paraneter whereby the
Conmm ssion coul d determ ne what plastic replacenents
are incidental and which ones are not?

A Sitting here right now, I don't think I
can. The one that cones to mnd is the portion of the
service line replacenents that would have to be
chopped in order to reconnect, if that nakes sense.

To reconnect to the other main.

Q No. Could you -- could you expl ain that
further?
A It's ny understanding that if the

scenari o was that they would reconnect the services,
there is a portion of pipe that you would have to --
of that service that you would have to chop in order
to renove it fromthe old systemand then be able to
connect it to the new system
Q Do you have any idea how nmany of the

projects at issue in this case involved the scenario
t hat you descri bed?

A Speci fic nunber, no, but | know there
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are -- | don't know if they actually reconnected
servi ces versus ran new.

Q Ckay. So -- so you don't know if any of
the projects at issue would -- would be consi stent

with the exanple you just gave?

A Ri ght .
Q Ckay. So what you gave was an exanpl e.
Is there any kind of criteria that you would -- woul d

advocate that the Comm ssion adopt for determ ning
when a plastic replacenent is incidental? Should it
be the nunber of feet? Should it be the nunber of
dollars? Should it have -- should it be related to

sonme engi neering standard? Help us out.

A | honestly don't know, Conm ssioner. |
nean - -

Q And -- and -- and that's because you
can't know. It's not -- it's not because you haven't
t hought about it. It's not because you're -- you're

not an intelligent individual know edgeable in this
field. It's because it's inpossible to know, isn't
it?

A | don't know that | have the information
to be able to do that.

Q What information would you need to help

you provide sone kind of criteria for the Conm ssion
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for making that determ nation?
A | woul d probably need a unit cost of nost

of the replaced conponents.

Q Did you ask for that fromthe Conpany?

A | did not.

Q | would assune that that unit cost woul d
be part and parcel of the Conpany's analysis -- the --

the cost avoi dance anal ysis that they perforned, would
it not?

A | believe there's an estimation. | don't
know that it is specifically unit cost.

Q Let ne turn to page 14 of your Direct
Testinmony, lines 1 through 3 where you say, Just
because it is cheaper to replace the entire main
rather than re-use an existing portion does not nean
there were no costs associated with the repl acenent of
that portion of main.

And you lose ne there. And | know t hat
this is the -- one of the significant issues involved
in the case, but if it is cheaper to replace the
entire main, how can there possibly be a cost
associ ated with replacenent of the plastic?

A I nherently you're replacing the entire
system The plastic is a portion of that system

therefore, there is a cost to replace that portion of
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the system
Q Even though it is -- it is cheaper than

| eaving that plastic in place?

A There is still a cost to repl ace that,
yes.

Q And previously -- at least in your D rect
Testi nony, you -- you advocated that that

determ nati on be based upon the nethodol ogy that Staff
enpl oyed and -- and the Conm ssion enployed in the
prior case, which is just to do the strai ght nunber of
feet of plastic versus nunber of feet of the -- of the
entire project?

A Yes.

Q Now -- but now on -- on cross you're
expressi ng sonme skepticismof that approach and are
still thinking about the appropriate one?

A It's not skepticism It was nme trying to
find if there was another scenario to go along with
the idea that it was nore efficient. And so what it
woul d end up doing is potentially reducing the anpunt
that we were disallowng for the plastic by doing the
doubl e rati o.

Q Okay. Looking at Exhibits 202 -- or |I'm
sorry -- yeah, 202 and 203, are -- is -- is this your

wor k product ?
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A No. Those are fromthe Conpany.
Q Those are fromthe Conpany?
A Those are the -- that is two of the

I ndi vi dual anal yses that we got, with the only caveat

that | renoved the --

Q Ckay.

A - - maps.

Q kay. Al right. That's all | have.
Thank you.

A Thank you.

JUDCGE DI PPELL: Thank you. Conm ssioner?

QUESTI ONS BY JUDGE DI PPELL:

Q kay. |'ve got several for you,
M. Robinett. And | ask you to bear with ne because
|'ve got sonme questions from sone Conm ssioners that
had to -- that couldn't be here right now. So let ne
read through them and nmake sure | can understand what
" m aski ng.

Do you know what the -- the cost
percentage -- let's see. The cost differences from
the total anmpbunt of the ISRS eligible product --
projects -- the total anpbunt of the I SRS eligible
projects, what is the difference -- sorry. [|I'm
reading this one wong so |'mgoing to cone back to

it. GOkay. Let ne start over.
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What percentage of -- you dealt with the
over head expenses in your testinony too. Correct?
Partially?

A Partially, yes.

Q You had on -- on page 15 you said -- at
line 20 you said, First, it is evident they are
I nprudent based on their size alone given that they
aver age approxi mately 45 percent and 55 percent of all
expenses and it goes on.

What -- what rel evance does the prudency

have to whether these were | SRS eligible of the

over head?

A | was basically trying to draw out that
the size of those were alarmng to ne. | don't know
that -- | understand that prudence is not sonething to

be reviewed in ISRS. But an overhead cost that high,
essentially doubling the cost of the project, is what
caught ny attention and why it's addressed here.

Q Ckay. So do you know what percentage of
over head expenses were expensed versus capitalized in
the previous rate case? Do you know that?

A | do not.

Q If the |ast rate case allowed, just as an
exanpl e, 65 percent to be expensed, would it be

appropriate to limt overhead cost capitalized in the
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| SRS to the other 35 percent?

A | don't know.
Q Ckay. Bear with ne just a mnute. Ckay.
If -- if the plastic that was repl aced was say | ess

than 5 percent of the total pipe |length, would you

consider that to be incidental ?

A Can | ask a clarif-- clarifying question?

Q Yes.

A Are you tal king on a project-by-project
basis or --

Q Yes.

A -- on the grand scal e?

Q VWll, both. Let's -- let's take both.

On a project-by-project, would it be incidental to
that project or in total? would it be incidental as a
total ?

A | think it depends on the size of it and

the cost of it. So not trying to not answer the

guestion, but | really -- | think it's all going to
depend.

Q Do you -- | think Comm ssioner Hall kind
of got into this with you earlier, but do you have --
what -- what woul d be your definition of incidental?

A | don't have one sitting here.

Q kay. If | said that the dictionary said
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i ncidental was being likely to ensue as a chance or a
m nor consequence, would you agree that sonething that
was a ninor consequence was incidental?

A Yes.

Q If the dictionary said mnor itens as of
expense that are not particularliz-- particularized --
| can't say it -- a mnor itemof expense, would you
consi der that incidental?

A Coul d you repeat that?

Q An itemthat is mnor in expense, would
you consi der that incidental?

A | think it could be.

Q What about an itemthat is subordinate or
secondary in inportance or position? Wuld you
consi der that incidental?

A | don't think I would.

Q Okay. \What about an item occurring by
chance or in isolation? Wuld that be incidental?

A It could be, but it could also be very
nmaj or .

Q How about an item happening as a result

of an activity? Wuld that be incidental?

A | think it could be. It also could be a
consequence.
Q Ckay. OCkay. |'mnot done yet. Let ne
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see what el se.
kay. So Comm ssioner Kenney had a

hypot heti cal and Pub-- your -- your counsel referenced
it earlier and I'm-- I'mgoing to try to restate
some -- sone of that so |let nme ask you again. Ckay.
So when your attorney asked you the hypothetical of
200 feet of plastic and 800 feet of cast iron, | think
you said that that -- that -- you said sonething about
how it was done in 2018. That was how it was done in
2018?

A That woul d have been the cal cul ati on of
t he di sal | owance woul d have been based on -- for that
speci fic project wuld have been the percentage of
plastic retired.

Q Ckay.

A Wul d have been the disallowance for that
proj ect cost in the 2018 case.

Q And do you renenber what that percentage
was in the 2018 case?

A In totality, no. | believe it was done
by Staff on an individual project basis.

Q Ckay. Bear with ne a little |onger here.
kay. Do you know if overhead has been included in
any of the past | SRS cases for any conpany?

A | believe it has been included for Spire
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previously. For sure | know we started |ooking at the
issue in the 2016 | SRS cases. And then they were nore
than likely present in the '17 and ' 18 cases as wel |.

Q And what -- what is it that you would
consider -- what -- what evidence would you have
needed to consider the pipe to be worn out and
det eri or at ed?

A | think there's many things that could
have been relied on. | think just the -- sort of
their replacenent plans that were approved by the
Conmm ssion kind of laid out that they were doing --
any tinme a hole is opened, that there is a report
provi ded about the condition of the pipe. That would
have been hel pful .

| f they had perforned any sort of
testing -- because | know that for this replacenent
they have to cap the old system And specifically in
the west it calls for a collection of a coupon, which
is a small segnent of pipe and it asks for analysis on

that pipe specifically |ooking for graphitization.

Q Ckay. If -- so OPC doesn't -- didn't
object to the blanket work orders that were dealing
with actual lengths. Correct? | nean except for the
over head?

A Correct.
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Q So if a pipe is actually |eaking, you
woul d consider that worn out and deteriorated?

A Yes.

Q If -- if a pipe was actual ly | eaking,

woul d you just consider that section in front of that

| eak the worn out and deteriorated part or could it be

a bigger section of pipe?

A The answer is yes to both.
Q Ckay.

A But there is a mninumlength of pipe
that Spire would replace. Wat that is, |'mnot sure.
Q kay. | think -- | think that's

everything | wanted to cover with you. | hope |

haven't m ssed anyt hi ng.

JUDGE DI PPELL: Is there any further
cross-exam nati on based on questions fromthe Bench
from Staff?

MR, BERLIN: No, Judge.

JUDGE DI PPELL: Spire?

MR. ZUCKER: Just a few.

FURTHER CROSS- EXAM NATI ON BY MR ZUCKER:

Q In response to Judge Dippell's questions
on testing for replacenent, is it -- you're -- you're
aware that Spire is boring in new nain at a different

hei ght and at a different |ocation than the old main
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currently sits; is that correct?

A Assum ng they're still doing the simlar
practices that |I reviewed in 2016, yes.

Q Ckay. And you're saying that you woul d
like Spire to go to the old main a few feet farther
down, out in the street, dig up the street and get a
pi ece of the old main and bring it up to show that it
was worn out or in a deteriorated condition; is that
correct?

A | believe you have to go down to cap that
system anyways so that it's no | onger in operation and
glass flowwng in it. Because all of the projects that
| were on and visited that day, the current existing

mai N was exposed.

Q Unh- huh. And so were we to do that, would
you then -- and show that that was worn out or
deteriorated, would -- would you then w thdraw your

obj ecti on?
A. | believe that woul d be sufficient

evi dence to alleviate ny concerns.

Q Ckay. And would you be willing to pay
for the cost of that within the | SRS?

A |"'mnot a Spire custonmer so | woul d not
be.

Q Wuld -- would you be willing to not
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object to the cost of that being included in the | SRS?
A | don't know. It's sonmething we woul d
have to di scuss.
Q Now, the -- you're aware that the
Conmm ssi on passed a rule about cast iron main and bare

steel replacenent prograns in 1989; is that correct?

A "Il take your word for it's '89.

Q Okay. Which is now 30 years ago.

A. "' mnot sure when it was passed, but it's
cl ose --

Q Ckay.

A -- if it hasn't been.

Q And if it was -- and so 30 years ago the

Conmmi ssion said this stuff is not good, let's get it
out of the ground. Correct?

A They provided a set of criteria under
15 -- | believe it's sub 15 for the replacenent plans,
yes. Specifically it addressed high concerns early

and then it related to a long-termstrategic plan.

Q kay. All right. One -- one nore
guestion. Judge Dippell read you definitions of
incidental. Do you recall that?

A | do.

Q One of themwas minor in expense. Do you

recall that definition?
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A Yes.

Q An -- an itemmnor in expense. Wuld
you consi der zero to be m nor in expense?

A | don't think there is an expense, so it
couldn't be mnor.

Q Ckay. Thank you

JUDGE DI PPELL: Is there redirect from
Publ i ¢ Counsel ?

MR, CLIZER. | guess | just have one
hopeful Iy short thing.
REDI RECT EXAM NATI ON BY MR, CLI ZER:

Q When Hal | was di scussing page 14 of your
Direct Testinony, lines 1 through 3, | just want to
diginto that alittle bit. Wen Spire does a
repl acenent, what do they do, as you understand it?

A Specifically what type of replacenent?
Are we talking main or are we talking --

Q Let's say main. When -- when Spire
repl aces a main, what is the process they go through
as you understand it?

A There's an engi neering anal ysis and
design to draw and map how the replacenent's going to
occur. There's also analysis or selection of what
pipe that will replace. Then there is the in the

field, actually going out and perform ng the work,
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which | have not toured the MGE sections. | just was
at Spire East in the 2016 cases. And they were using
a bore machine at the one |ocation and then the other
| ocati on was an open trench in Dogtown, if | recal
correctly.

Q s Spire putting new pipe in the ground

to replace old pipe? Is that not what's happeni ng

her e?

A Yes.

Q And can you assign a cost to that new
pi pe?

A That woul d be the cost that they are

seeking through this | SRS process.
Q So there's a cost to repl ace pipe

regardl ess of whether or not it's cheaper to re-use

versus repl ace?
A Yes. These ISRS filings are not zeroes.
Q That is all.
JUDGE DI PPELL: Okay. M. Robinett, are
you still available tonorrow or --
THE W TNESS:  Yes.
JUDGE DI PPELL: -- are you planning to be
her e?
THE WTNESS: Just Friday | can't.
JUDCGE DI PPELL: Ckay. Well, | think that
Tl GER COURT REPORTI NG, LLC 280
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that's going to conclude the testinony for today, but
I'"'mnot going to rel ease you conpletely in case in
conjunction with the final itemthere are nore
guestions, or if | conpletely nessed up sone of the
Commi ssi on questions and they should want to ask you
sonet hi ng el se tonorrow.

THE W TNESS:. Understand. Thank you

JUDGE DI PPELL: Al right. But | think
that is going to conclude for today.

M . Pender gast?

MR. PENDERGAST: Yes, Your Honor. | know
that Chairman Silvey asked about the capitalization
percentages in the rate case. And | believe that our
witness indicated that it was around 55 percent
capitalized. But | don't think that's a controversia
set of figures and if it would be helpful to file a
|ate-filed exhibit or sonething that shows what the
capitalization percentage was in Spire East and Spire
West, we think it's sixty-twenty-three for Spire West
and fifty-four-thirty-three for LAC, but we could
verify that with the parties if that would be hel pful.

JUDGE DIPPELL: | think it would since it
was of interest to the Chairman, but only if there are
no objections to that information, so.

MR. CLIZER: No objection.
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JUDCGE DI PPELL: Okay. If you would Iike
to go ahead and maybe just prepare a short exhibit --

MR. PENDERGAST: Ckay.

JUDGE DI PPELL: -- with those nunbers on
it and then we can deal with that tonorrow

MR. PENDERGAST: Ckay. Thank you.

JUDGE DI PPELL: | appreciate that. Al
right. | -- is there anything else that we need to
di scuss today?

M5. SHEMAELL: What tine in the norning?

JUDGE DI PPELL: 8:30 is that -- okay. W
will start up again tonorrow at 8:30. And I would ask
if | could get copies for the Conm ssioners who
weren't here of Exhibits 102, 103, 202 through 205.
If I could -- if you could actually bring paper copies
for nyself and all the Comm ssioners.

MR, CLIZER: Wbuld you |ike those
tonorrow or --

JUDGE DI PPELL: Yeah. Tonorrow is fine.

MR ITRVING | can --

JUDGE DI PPELL: Ckay. |If you have them
"Il take themnow. But we can do that off the
record. So if there's nothing else, then we wll
adjourn for the day and return at 8:30 in the norning.

Let's go ahead and go off the record.
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(Exhibits 1, 2, 3 and 4 were marked for

i dentification.)

unti |

Apri |

(WHEREUPQN, t he hearing was adjourned
4, 2019 at 8:30 a.m)
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