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I am Opposed to this Bill. This Bill is very bad in costing Missourians Billions, with Rate Increases, all
while Utility Companies make out like bandits. Defeat this terrible Bill!
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My name is Gretchen Waddell Barwick and I am the chapter director of the Missouri Sierra Club. I
submit this testimony on behalf of the over 11,000 Sierra Club members throughout Missouri.The
Sierra Club opposes HB 949 and the future test year practice.  Our regulated utilities are monopoly
corporations, so it is necessary to regulate them more closely than competitive enterprises.The PSC
has always based ratemaking on a “historic test year,” a 12-month period ending shortly before the
start of a rate case so that the PSC will be informed by real data. Late in the rate case there is a “true-
up” to bring the data as up-to-date as possible before new rates are set.These bills would enact a
“future test year” if desired by a gas, water or sewer utility. The PSC would be relying not on hard data
but on the utility’s projection of what its costs will be. The utility would be using its crystal ball to peer
into the unknown, but the perception of the unknown would of course be biased in the utility’s favor.
The future test year will complicate the Commission’s job and will necessitate extensive training and
probably new hiring of staff to evaluate the sources, methods and assumptions used by the utilities in
projecting their future. This is particularly difficult in rate cases which take place over a short period of
time. We can be sure the utilities will inflate their needs and costs. In other states, commissions have
found FTY projections to be “speculative, inconclusive, and biased.” In a reversal of past practice, the
new rates would go into real effect at the beginning of the “test” year, without a proper test. There
would still be a true-up, but only after the end of the year in which the rates will have already been in
effect. If the utility had over-earned it would have to refund the excess to ratepayers, but that would be
cold comfort to hard-pressed customers who had been paying more than they should have, or being
disconnected for inability to pay. This policy would also introduce unnecessary risk and costs to
ratepayers forcing them to put more funds in their utility’s coffers without the benefit of actual
evidence of need. At a time when Missourians are struggling to meet their basic needs, this can literally
be a death sentence. No doubt the utilities see the future test year as redressing “regulatory lag,” the
gap between the setting of rates in one rate case and the effective date of new rates after the next rate
case. Presently this is done by the true-up near the end of the rate case, but even with a future test
year there would still be lag for the duration of the rate case and for any changes in conditions while
the old rates are still in effect. Some lag is inevitable. The future test year would introduce more
uncertainty than it is worth.The National Regulatory Research Institute surveyed states with Future
Test Year provisions. While some states have had success, many found the practice to promote the
interests of utilities over the public. They created a series of recommendations that include creating
specific rules fr when FTY should be used and ensuring the consumers have adequate opportunities to
share information to avoid preferential treatment for utilities. I urge the committee to consider
amendments that would protect the interests of ratepayers who are already struggling to pay their bills.



link: https://efis.psc.mo.gov/Document/Display/792448
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My name is Janet Zaidenberg-Schrum, and I am a resident of the City of St. Louis.  I am a retired CPA
and spent 21-plus years of my 23-year career working for investor-owned electric and gas utilities in
Illinois (Illinois Power Company) and Arizona (UniSource, parent company of Tucson Electric Power
and UniSource Energy Services - electric and natural gas services).  My experience includes FERC and
SEC reporting, nuclear fuel and natural gas accounting, income tax accounting and compliance,
accounting research and 10 years in the UniSource/Tucson Electric Power Rate Department working on
rate issues and rate cases for three separate electric and gas utility companies.  I worked on more than
seven litigated rate cases for these three electric and gas utilities under the UniSource parent
company.  My primary responsibility for those rate cases focused on the following:1) Preparation of the
model for the revenue requirement and rate base (income statement and balance sheet), and
preparation and review of adjustments to the income statement and balance sheet for ratemaking
purposes); 2) Coordination of required filing schedules; 3) Preparation and review of written direct,
rebuttal and surrebuttal testimony;4) Managing, preparing and reviewing interrogatories for the
discovery process; and5) Preparation of new tariff documents and testing new rates in the Customer
Information System for billing prior to the effective dates.All the rate cases that I worked on utilized an
historical test year.  However, schedules required by the state included detailed forecasts prepared by
several other departments.Regarding the option for utilities to choose a future test year, I would like to
express my opinion about the use of a future test year (commonly referred to as a forecasted test year
in the industry).  I do not believe the use of a future test year is in the best interest of utility customers.
First, forecasted data for a future test year is by nature more subjective than the use of an historical
test year with ratemaking adjustments.  Also, the use of an historical test year with ratemaking
adjustments already includes adjustments for certain expected expenses.  And other rules already
apply to the inclusion of plant investments that are in process (Construction Work in Process or
“CWIP”).  Second, although HB 949, Section 393.150 provides for a reconciliation of the actual rate
base and certain listed expenses in the revenue requirement at the end of the future test year with any
amounts over the future test year rate base and revenue requirement to be recorded as a regulatory
liability and returned to customers, the return of such over-charges in approved rates will not occur
until the next general rate proceeding. The return of such over-charges to customers may not occur for
at least several years or more since rate cases are generally not planned at regular or predictable
intervals.  And even though such funds are to accrue carrying costs using the utility’s weighted
average cost of capital, customers are put at a distinct disadvantage with not having the use of their
own funds as they choose for an unknown period of time between general rate proceedings.Third,
because of the reconciliation of rate base and certain expenses of the revenue requirement at the end
of the future test year to actual results at the end of the future test year, utility expenses for tracking
and accounting will increase.  If there are charges to be returned to customers, this will add to the



increased costs of tracking and accounting, as well as adding another layer of complexity to rate
design when the return of such amounts to customers occurs.   This seems to be at cross-purposes to
maintaining or reducing utility expenses. Fourth, an historical test year includes some adjustments to
the income statement and balance sheet for ratemaking that do take into account known expenses that
will occur beyond the historical year. Thus, the need for a forecasted test year is not warranted.
Examples are executed contracts, salary and benefit changes, union contracts, enacted changes in
income tax laws, and federal and state laws impacting the utility industry for environmental issues.
Thank you for the opportunity to present my feedback on HB 949, Section 393.150.
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To: Rep. Bob Bromley, Chair, and MembersHouse Utilities CommitteeFrom: Jeanette
Mott Oxford, Board President         Consumers Council of MissouriRe: Our
opposition to HB 949Currently, utility rates are set after an audit and contested hearing at the Missouri
PSC.  Using a historical twelve-month test year, allows for accountability and verification of the costs
incurred by regulated utilities.The alternative proposed by this legislation would allow an anti-
consumer approach called a “future test year.” This is only used by a small minority of states.  Setting
rates involving a future test year (FTY), would have rates projected forward and be based upon utility
estimates (guesses) about what they might spend in the future. The proposed reconciliation process
actually creates the perverse incentive for a utility to spend up the amount included in a FTY rate
allowance.Under the current historical test year law, utilities have a financial incentive to cut costs.
States with a FTY (such as California) tend to have higher utility rates.Our estimation is that FTY would
cost Missouri consumers an additional $75.56 per year for the typical water customer and an additional
$ 276.00 for the typical natural gas customer. We ask that you safeguard your constituents by not
passing this legislation. See additional testimony submitted by a retired CPA named Janet Zaidenberg-
Schrum. She worked more than 21 years for investor-owned electric and gas utilities in Illinois and
Arizona and states that FTY is not in the best interest of utility customers. Consumers Council of
Missouri, founded in 1971, educates consumers statewide and advocates for their collective interests
through leadership and partnerships on issues such as utility rates, health care access, personal
finance, and others as they arise.
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Dear Chairman Bromley and Members of the Committee,Missouri Coalition for the Environment is a
statewide, advocacy nonprofit organization that works to empower Missourians to protect their
environment and health. House Bill 949 introduces significant changes to utility rate-setting
procedures that could potentially harm consumer interests and create unwarranted financial risks.The
bill's most critical provision allows gas, water, and sewer corporations to request a "future test year"
for rate-setting purposes. Under Section 3, corporations can base their rates on projected financials for
the first twelve months after a rate change, rather than using historical data. This approach introduces
substantial uncertainty into utility pricing.Using a future test year to set prices for consumers means
that utilities can inflate projected costs, potentially building in unnecessary rate increases based on
hypothetical future expenses rather than actual historical data. This means consumers might pay for
anticipated costs that are higher than those they would have otherwise paid. These mechanisms
fundamentally shift utility rate-setting from a retrospective, evidence-based approach to a speculative,
forward-looking model that prioritizes corporate financial planning over consumer protection.I urge
you to vote “NO” on HB 949 and maintain current, more transparent rate-setting procedures that better
protect consumer interests.
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