
 

BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the Matter of Missouri-American Water ) 
Company's Request for Authority to  ) File No. WR-2024-0320 
Implement General Rate Increase for Water ) File No. SR-2024-0321 
and Sewer Service Provided in Missouri ) 
Service Areas  ) 

Midwest Energy Consumers Group Application For Rehearing 

COMES NOW, the Midwest Energy Consumers Group, (“MECG”), pursuant to § 386.500 

and 20 CSR 4240-2.160, and hereby requests that the Commission rehear this case because the 

Commission’s findings, conclusions, and decision related to class cost of service and revenue 

allocation are unjust and unreasonable. The order is unjust and unreasonable in that it is 

unsupported by substantial and competent evidence considering the whole record and constitutes 

an abuse of the Commission’s discretion. 

I. Introduction / Overview of the issues

Commission decisions must be both lawful and reasonable.1  The decision is lawful when

the Commission has statutory authority to render its decision.2  The decision is reasonable when it 

is supported by substantial, competent evidence on the whole record, is not arbitrary and 

capricious, and is not based on an abuse of discretion.3  MECG asks the Commission to rehear and 

reconsider its decision on CCOS and revenue allocation for two reasons. First, the Commission's 

finding that the CCOS studies presented are unreliable based on the use of a future test year  is 

incorrect. Second, the Commission's decision to adopt an equal percentage increase, based on 

1 See Mo. Pub. Serv. Comm'n v. Union Elec. Co., 552 S.W.3d 532, 538-39 (Mo. banc 2018). See also Section 
386.510 RSMo. (providing for judicial review of "the reasonableness or lawfulness of the original order" from the 
PSC). 
2 See Office of Pub. Counsel v. Mo. Pub. Serv. Comm’n, 409 S.W.3d 371, 375 (Mo. 2013) (Lawfulness is 
determined by examining whether “statutory authority for its issuance exists….”). 
3 State ex rel. Praxair, Inc. v. Missouri Pub. Serv. Comm'n, 344 S.W.3d 178, 184 (Mo. banc 2011). 
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Staff's claim of "little difference" between CCOS studies, is wrong and contradicted by evidence. 

Together these errors make the Commission’s decision on CCOS and revenue allocation 

unreasonable, arbitrary, and capricious.  

II. The Public Service Commission finding that moving from a future test year to an

historical test year makes the CCOS study and analysis of MECG unreliable is unreasonable, 

arbitrary and capricious, in that, the evidence in the record contradicts this finding.  

The Commission errs in its reasoning that moving from a future test year to an historical 

test year with a true-up makes the CCOS study of MECG unreliable. The change in test period 

would impact the amount of the revenue requirement but not the allocation factors used to allocate 

the costs in the CCOS.  The test year determines the value, or dollars, of each expense or cost item.  

For the CCOS allocation factors the test period (whether it be a historical test year, historical test 

year plus true-up, or future test year) are not impacted.  Because of this, it is a non sequitur to say 

the CCOS study of MECG is unreliable due to a change in test year.  The change would be the 

dollars in each cost category, so there is no need to update the CCOS study to make the allocation 

methods reliable – their reliability is not impacted by the test period. In a CCOS, the costs are 

allocated to the classes using allocators or “factors,” which are percentages, that are based on the 

underlying nature of the cost, not the numerical dollar value of the cost.  At paragraph 12, p. 13, 

in its order, the Commission recognizes this fact and describes it accurately: 

“The Company’s CCOS study prepared for this case allocates the total revenue 

requirement for each of those cost categories. The revenue requirement for each of 

these cost categories is then allocated to the various customer classes MAWC 

serves, with different cost categories allocated to customer classes using a class 

allocation factor that differs depending on the nature of the costs.” 
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On this point, the Commission is 100% correct. However, when it comes to the decision in this 

case – the order fails to follow its own finding to the logical conclusion. The costs provided by the 

company (and other parties, too) in its filings rarely match what the final amount would be to set 

rates.  However, the allocation factors do not change (unless ordered by the Commission when 

there is a dispute).  That is why typically there is a time between the final order in the case and the 

compliance tariffs being filed – because the Commission’s decisions must be incorporated into 

what the final rates will look like for each customer class.  

To illustrate this point and show why the use of a test period does not change the CCOS’s 

reliability, we can examine the allocation of one cost item where the appropriate allocation factor 

was disputed in this case - purchased power expense.  In this example, Issue 3.a.v. stated: “How 

should purchased power expenses be allocated?”.  MAWC advocated for Factor 1, while MECG 

advocated for Factor 3.  

The discussion points below lay out the reasons the Commission’s overall decision on 

CCOS and revenue allocation should be reheard and reconsidered using the facts related to this 

disputed issue to illustrate the broader concepts on why CCOS is not made unreliable by a test 

year choice. The questions offered by MECG to guide the Commission’s reconsideration are: 

- First: what changes when the test year changes?

- Second: how are the allocation factors calculated?

- Third:  how does the choice of a test year impact the billing determinates in a CCOS study

in a way that may change the allocation factor?

- Fourth: how does the choice of a test year impact the reasonableness of a CCOS study?

- Fifth: what should the Commission do in this case?

First: what changes when the test year changes. 
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We can examine the impact on this cost category of the Commission’s decision to use a 

historical test year plus true up. In its direct filing, the MAWC included $3,404,675 for Power and 

Pumping expenses, fuel and power.  This is shown in Schedule MWM-2 at p.11, reproduced below 

(highlighting added):4 

[Space intentionally Blank] 

4 Ex. 18. 
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That dollar figure was based on the future test year estimate by MAWC.  But importantly, the 

Commission can see that it was allocated using Factor 1, which carries through to show how much 

of that total cost is allocated to each rate class.  If, in fact, the Commission’s decision to prohibit a 

future test year caused that cost amount to change (for purposes of the CCOS it does not matter if 

it is an increase or a decrease), there is no impact on the allocation factor to assign whatever cost 

the Commission determines to be appropriate to each customer class.  To understand why that is 

the case, the next step is to look at how the allocation factors are developed. 

Second: how are the allocation factors calculated? 

MAWC’s Exhibit 18, Schedule MWM-1, p. 25 shows how each allocation factor was 

developed.  For purposes of this example, the portion of that schedule showing allocation factor 1 

and allocation factor 3 are reproduced below: 

[Space intentionally Blank] 
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Allocator 1, or factor 1, is for variable cost and is derived from each class’s annual water usage.  

The schedule shows that allocation factor is calculated by dividing the total usage for each class 

by the company’s total usage.  For residential, 228,746,333 divided by 403,231,495 yields a result 

of 0.5673.  This allocator is shown in the table above as a rounded figure. 

The calculation of allocator 3, or factor 3, is Base/Extra Daily with fire protection. This 

calculation allocates costs between customer classes based on average flow and peak day demand.5  

MECG offered testimony that this is the appropriate allocator to use for this cost because purchased 

power expense is based on demand and energy consumption. Demand costs are based on the 

5 Ex. 500, pp. 10-11. 
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highest power demand in a month, not on average daily usage.6 This means that the demand 

component of purchased power expense does not vary with the amount of water consumed, instead 

it varies with the peak day and peak hour power consumption. In addition, the energy component 

of purchased power costs also varies with time and seasonal use and does not vary evenly with the 

daily amount of water consumed.7  If the Commission used the Factor 3 allocation factor for this 

cost, the allocator would be 0.5652 for the Residential class. No matter the test period used, the 

CCOS allocation methodology is what is important to revenue allocation and class cost of 

service results. The dispute between MAWC and MECG on which factor to use is not impacted 

by the choice of a test period in this case. The test period determines the amount to be allocated, 

not the allocation method to use. 

If we look again at the prior schedule from the company’s direct testimony showing 

the total cost to be allocated, we can see how that factor is used: 

[Space intentionally Blank] 

6 Id. 
7 Id. 
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MAWC’s CCOS takes that total value of $3,404,675 for source of supply expense, fuel and power 

and applies allocator 1.  That means the cost is multiplied by the factor 1 percentage calculated for 

each customer class.  In this example, we calculated the residential allocator factor 1 to be 0.5673. 

Multiplying that factor 1 percentage by the amount of the cost yields a dollar amount of 

$1,931,413.91 (i.e., $3,404,675 x 0.5673) allocated to the residential class. This figure is rounded 

in the MAWC schedule to the nearest dollar figure, as can be seen above.   

Third:  how does the choice of a test year impact the billing determinates in a CCOS 

study in a way that may change the allocation factor? 

As explained above, the choice of test year affects the dollar amounts of investment and 

expenses to be allocated. In addition, the billing determinates used to set rates may also change.  

Differences in revenue requirements and billing determinates, such as usage, are a routine 

disagreement in rate cases and do not impact the reasonableness of a CCOS study.  As discussed 

above, the calculation of the various allocation factors is dependent on methodology. Carrying 

forward the example of factor 1, if we assume that the use of a future test year impacted the 

volumetric usage to be used to set rates the methodology to determine the allocation factor would 

remain the same. That is, each class’s Commission-approved water usage would be divided by the 

district’s total water usage to develop the Factor 1 allocation percentage. 

In fact, the inputs changing would not be unusual – billing determinates are often disputed 

and, if the issue must be decided by the Commission, after its Order the Company (frequently with 

the input from parties) develops compliance rates to implement the Commission’s decisions.   This 

normal process may result in updated numerical allocation factors to those that were filed and 

supported in the case – but the mechanics of the allocation methodology will remain constant, and 

so, there’s nothing done that renders the CCOS studies inherently unreliable if done according to 
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accepted methodologies. Moreover, as a practical matter in this case, the billing determinates were 

stipulated in the revenue requirement stipulation and agreement so there is no dispute on this issue.8 

Fourth: how does the choice of a test year impact the reasonableness of a CCOS study? 

As shown above, the choice of a test period does not impact the reasonableness of a CCOS 

methodology.  In this case, the inputs may have some variation based on the costs after the future 

test period estimates were removed by the company, but the application of the allocation factor 

does not change. The Commission errs in finding MAWC, MIEC, and MECG’s CCOS study 

analysis to be unreliable on the mistaken belief that choice of a test period impacts the allocation 

factors to be used to assign the final costs to the various customer classes. 

All of this is supported by the fact that, when its future test year was rejected, MAWC did 

not file a new CCOS study or testimony.  Instead, MAWC filed its Motion for Leave to Supplement 

the Direct Testimony of Brian W. LaGrand stating that it was making this filing in response to and 

acknowledging the Commission’s ordered test year and submitting Mr. LaGrand’s testimony to 

comply with that Order.9 The Supplemental Direct Testimony of Brian W. LaGrand was filed and 

eventually admitted as Exhibit No. 13. It addresses the costs that changed as a result of the test 

year. Rather than drawing the inference that MAWC (and other parties) ignored the Commission’s 

ordered test year it is more reasonable to understand that there was no need to file a new CCOS 

study, because the existing one would be updated in in the normal course of the rate case.  

It is the application of the appropriate allocation factors that is important in the CCOS, not 

necessarily the underlying cost amounts because, as the Commission knows, those underlying cost 

8 Revenue Requirement Stipulation and Agreement, Doc. No. 176, p. 2, paragraph 6 (referring to appendix A to that 
document). 
9 Motion for Leave to Supplement the Direct Testimony of Brian W. LaGrand, Doc. No. 46. 
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amounts (and billing determinates used to derive allocation factor percentages) may ultimately not 

be known until the Commission issues a final decision in the case.  

Fifth: what should the Commission do in this case? 

The Commission should reconsider and rehear this issue. The Commission can make the 

findings related to the allocation factors to be applied in this case, supported by the evidence in the 

record, as outlined in MECG’s initial brief. Then, it should adopt MECG’s policy recommendation 

to move towards cost of service in a gradual manner to avoid burdening any class with an increase 

greater than 1.25 times the system average. 

III. The Commission’s decision on Staff’s finding that “there was little difference between

the cost allocations in the CCOS Study the Company conducted in this case and those used 

in Staff’s CCOS study in the most recent rate case for MAWC” is unreasonable, arbitrary, 

and capricious, in that, it is contradicted by the evidence in the record. 

The Commission’s Order incorrectly restates what the record shows the Staff did and 

contradicts its own findings. First, Staff did no evaluation of the factors - as the Commission found 

in paragraph 23 on p. 15 of the Order: “Staff did not identify any specific examples of the allocation 

factor similarities between its CCOS study from the Company’s last rate case and the Company’s 

CCOS study in the current rate case in either prefiled testimony or at the evidentiary hearing.”  

Further, Staff’s witness admitted at the hearing that she had not seen the results of Staff’s CCOS 

study from the prior MAWC rate case until it was introduced as a hearing exhibit in the instant 

case: 

[Mr. Fischer]: Ms. Marek, I'd like to show you this exhibit which I've taken from 
the rebuttal testimony of Staff witness Carry Roth in that last rate case. It was 
Exhibit 127. Have you previously seen this schedule? 

[Ms. Marek]: When you presented it to me, yes. 
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[Mr. Fischer]: You've seen this before? 

[Ms. Marek]: Yes. When you presented it to me.10 

The record shows that Staff did not do what it claims to have done.  The Commission cannot base 

its determination on this point and should reconsider its decision.  

Second, the allocation results from Staff’s study in the last case are nowhere close to what 

MAWC proposed in its direct testimony. To conclude there is “little difference between the cost 

allocations” does not reflect reality.  Exhibit 700 is Staff’s prior CCOS result, showing 

(highlighting added): 

10 Tr. Vol. 10, pp. 160-61. 
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Table 1 in exhibit 18, shows MAWC’s CCOS result (highlighting added):

Comparing the results of the two cost allocations, in terms of a relative index11 of increase, 

shows how different they are: 

11 Relative index is calculated by dividing the percentage increase to a particular customer class by the percent 
increase to the entire system (in this case the % to each district). 

Cost of Service 
Percent increase 
(Staff prior case)

Index
Cost of service Percent 

Increase (MAWC 
direct)

Index
Staff's prior CCOS 

minus MAWC's direct 
in this case

Residential 27.9% 1.57           Residential 54.69% 1.16             Residential 0.41 
Commercial 1.7% 0.10           Non-residential 18.36% 0.39             Non-residential (0.29) 
Industrial 6.5% 0.37           Rate J 30.17% 0.64             Rate J (0.27) 
Other Public Authoirty 6.3% 0.35           
Sales for Resale -21.6% (1.21)          Rate B 54.71% 1.16             Rate B (2.37) 
Private Fire Service 37.1% 2.08           Rate F (Private Fire) 196.04% 4.16             Rate F (Private Fire) (2.07) 

-             
System increase 17.8% 1.00           System increase 47.18% 1.00             

STAFFS - District 2 (All other) MAWC's Direct - District 2 (Non Stl County) DIFFERENCE
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Finding that these allocations are similar is not supported by evidence or common-sense. 

To further illustrate this point, the Commission’s Order in this case inherently contradicts its own 

finding when it says at paragraph 33, p. 17: “Staff’s CCOS study filed in MAWC’s last rate case 

quantified proposed revenue decreases for Sales for Resale customers in both District 1 and 

District 2.”   This finding is shown in the “sales for resale” line.  In that prior case, Staff’s CCOS 

would have given Sales for resale a reduction in rates at an index of negative 1.21.  In this case, 

MAWC’s direct CCOS would give Rate B (which is sales for resale customers) an increase in 

rates at an index of 1.16.   This swing in the index from a 20% decrease to a 16% increase cannot 

reasonably amount to “little difference between the cost allocations”.  Because the Commission’s 

findings about Staff’s analysis are contradicted by the evidence in the record, relying on them in 

its decision on CCOS and revenue allocation is unreasonable, arbitrary and capricious.  The 

Commission should rehear and reconsider its decisions that rely on the Staff’s analysis.  

IV. Conclusion

The Commission should rehear and reconsider its decision to allocate the increase on an

equal percentage basis because its decision is based on (1) the mistaken belief that the choice of a 

test period means that the CCOS analysis offered by MAWC, MIEC and MECG is unreliable 

when, in fact, these methodologies and allocation factors do not change based on the 

Commission’s rejection of the future test year and (2) the Commission erred in relying on the 

Staff’s speculations about the cost of service studies in this case by relying on assertions that are 

contradicted by the evidence in the record.  

Rehearing and reconsidering these issues will aid the Commission in setting cost-based 

rates. Over the years, the Commission has repeatedly recognized the need for cost-based rates in 

its rate case orders. Even when the Commission has not made movement towards setting rates 
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based on a class cost of service study, the Commission has reiterated that it “continues to believe 

that cost-based rates are appropriate.”12  Setting rates based on cost-of-service is good public policy 

because doing so promotes equity among classes and encourages economic efficiency. First, if 

revenues are allocated to classes and align closely with the class cost responsibility, equity is 

maintained because each class pays its fair share of costs.  Second, if retail rates align with cost of 

service, they reflect accurate pricing signals that drive consumer behavior, which in turn results in 

more efficient use of the system and minimizes system costs.   

The starting point in setting cost-based rates is a class cost of service study. By relying on 

a CCOS, the Commission has a guiding principle in allocating revenue requirement to classes and 

informing rate design supported by evidence. Resolving issues 3.a.i through 3.a.vii as described in 

the briefs of MECG results in a CCOSS that can be relied on to set rates in this case and that 

advances sound regulatory policy objectives. 

WHEREFORE, MECG submits its Application For Rehearing and asks the Commission 

to reconsider its Order on the foregoing points.  

Respectfully, 

/s/ Tim Opitz 
Tim Opitz, Mo. Bar No. 65082 
Opitz Law Firm, LLC 
308 E. High Street, Suite B101 
Jefferson City, MO 65101 
T: (573) 825-1796 
tim.opitz@opitzlawfirm.com 

ATTORNEY FOR MIDWEST  
ENERGY CONSUMERS GROUP 

Certificate of Service 

12 Report and Order, Case No. ER-2022-0337, p. 24. 
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I hereby certify that copies of the foregoing have been emailed to all counsel of record this 
16th day of May 2025: 

/s/ Tim Opitz 
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