BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of a Requested Rate Increase for )
Annual Sewer Operating Revenues by Hickory ) Fite 8IR-2014-0166
Hills Water & Sewer. )

In the Matter of a Requested Rate Increase for )
Annual Water Operating Revenues by Hickory ) Fie W/R-2014-0167
Hills Water & Sewer. )

THE OFFICE OF THE PUBLIC COUNSEL'S RESPONSE TO STAFF'S
RECOMMENDATION

COMES NOW the Office of the Public Counsel (Pul@icunsel) and for its Response to
Staff's Recommendation states as follows:
1. On December 2, 2013, Hickory Hills Water & Sewemn@any (Hickory Hills) filed with
the Missouri Public Service Commission (Commissiangquest for approval of an increase in
its annual sewer and water system operating reenue
2. On March 17, 2014, Hickory Hills filed a request Bm emergency rate increase which
stated the emergency rate increase was neceseaagdtess the specific need to pump and haul
contaminated wastewater from the lagoon to a perditacility capable of accepting and
treating the contaminated wastewater.”
3. On April 7, 2014, the Staff of the Missouri Publ®ervice Commission filed its
Recommendation regarding Hickory Hills’ requesh it Recommendation, Staff stated that it
recommends that no emergency rates be approvedeb@dammission at this time because the

costs of a solution to the problem posed by Hickditis are not yet known.



4. Public Counsel notes that Hickory Hills’ requestswaerely for an emergency interim
rate increase without stating specifically what ¢éin@ergency rate increase was proposed to be or
what costs were proposed to be recovered througdhmeargency rate increase. In a rate case,
the utility holds the burden of proof that the gtieis seeking to impose are just and reasonable.
At this time, Hickory Hills has still provided noodumentation as to what costs have been
incurred and no documentation has been providdd adat the costs will be. As a result, the
Commission has nothing before it on which it canjs&t and reasonable emergency rates at this
time. Therefore, Public Counsel supports Sta#sommendation that no emergency rates be
approved by the Commission at this time.
5. In its Recommendation Staff also states:

8. Staff recommends that all of the actual costs assated with Alternative 3,

or whichever alternative is ultimately chosen, bencluded in permanent rates

that will be approved by the Commission at the corlasion of this rate case

Staff will finalize the costsand work with the Hickory Hills’ receiver, Frontje

and the other interested parties to get all theesgary regulatory approvals, all

final costs, and will include this information inta¥’s cost of service. It is

anticipated that Staff and Hickory Hills will hawzerate case agreement signed
and submitted on May 1, 2014. [Emphasis added]

6. Staff's recommendation that all of the actual cadte/hichever alternative is ultimately
chosen by Hickory Hills to address the issue ofdbietaminated wastewater from the lagoon be
included in permanent rates in this case is premaand unreasonable.

7. As presented, Staff makes no statement that theete will just be considered, but goes
directly to a recommendation that the actual cbstapproved for automatic inclusion in rates.
As Staff states, no decision has been made attithes as to exactly how the contaminated
wastewater issue will be addressed so no docunmamteéin be provided as to what the actual
costs will be. As a result, Staff's recommendatiomeasonably asks the Commission to pre-

approve unknown costs to be automatically includezlistomer rates.



8. Additionally, Staff's recommendation that “all” dssbe included indicates that Staff is
recommending that even unreasonable costs be ettludcustomer rates. This is unjust and
unreasonable.

9. Therefore, Public Counsel opposes Staff's recommagma that all of the actual costs of
whichever alternative is ultimately chosen by HigkdHills to address the issue of the
contaminated wastewater from the lagoon be includgzermanent rates that will be approved
by the Commission at the conclusion of this raseca

10. While Public Counsel opposes this recommendationShgff as presented, Public
Counsel would agree that it is just and reason&bleonsider the actual costs incurred by
Hickory Hills to address the issue of the contart@davastewater from the lagoon for inclusion
in permanent rates at the conclusion of this rasec However, any Order by the Commission
regarding Hickory Hills’ request for an emergenoyerim rate increase cannot predetermine
ratemaking treatment of the costs associated wdtiressing the issue of the contaminated
wastewater from the lagoon.

11. Public Counsel also wishes to state its concerh Biaff's planned involvement (and
apparently the receiver’'s expected lack of involeath with this utility.

12.  Staff's Recommendation and attach®morandum include statements such as that
guoted above indicating that “Staff will finalizene costs” to address the issue of the
contaminated wastewater from the lagoon; and #friew permanent rates seem unlikely due to
a disagreement among the parties after the Malinp fiStaff will likely request emergency
rates at that time to cover the costs of the soluti@suaing the new facility is in-service’as

well as “If an agreement among the parties canaaehched in the permanent rate case and the

! Staff's AttachedMemorandum, pg. 1, emphasis added.
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temporary facility is in-serviceStaff will likely request emergency ratesto allow for the
collection of the costs of the facility and insibn as quickly as practica.”

13.  Public Counsel is concerned that the situationiaekdty Hills may be requiring Staff to
overstep its boundaries as the neutral party is thie case and insert itself into the business
decisions of the utility. In this rate case, Hickdlills has the burden of proof — not Staff. $taf
may certainly assist the utility and its receivehelp ensure that proper steps are being taken to
protect both the utility and the customers. Howeitevould be improper for Staff to appear as
the neutral party, while also attempting to agblsce of the utility.

14.  The fact that Staff finds itself compelled to amt the utility is the greatest concern of all.
Hickory Hills has a court-appointed receiver whagste significant receiver fees have been
included in the current rates that customers pdty.is the charge of the receiver to take
reasonable action on behalf of the utility and ttkewreasonable business decisions to protect the
welfare of the utility and its customers. If otlparties are compelled to step in and do the work
that the receiver is supposed to do and make kassohecisions the receiver is supposed to make,
then the Commission should question whether the dosts of the receiver are just and
reasonable to include in customer rates.

WHEREFORE, Public Counsel respectfully submits its response.

2 Staff's AttachedVlemorandum, pg. 9, emphasis added.
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Respectfully submitted,
OFFICE OF THE PUBLIC COUNSEL
/s/ Christina L. Baker

By:
Christina L. Baker (#58303)
Deputy Public Counsel
PO Box 2230
Jefferson City, MO 65102
(573) 751-5565
(573) 751-5562 FAX
christina.baker@ded.mo.gov

CERTIFICATE OF SERVICE

| hereby certify that copies of the foregoing haeen mailed, emailed or hand-delivered to the

following this 11" day of April 2014:

General Counsel Office

Missouri Public Service Commission
200 Madison Street, Suite 800

PO Box 360

Jefferson City, MO 65102
staffcounselservice@psc.mo.gov

Gary Cover

Hickory Hills Water & Sewer Company, Inc.

PO Box 506

137 West Franklin
Clinton MO 64735
garycover@earthlink.net

Kevin Thompson
General Col@dtce
Missouri Publiov®erCommission
200 Madison Street, Suite 800
PO Box 360
Jefferson City, MO 65102
Kevin.Thompson@psc.mo.gov

Timothy Blackwell
Missolreépartment of Natural Resources
PO Box 899
Jefferson City, Missouri 6310
tim.blackwell@ago.mo.gov

/s/ Christina L. Baker




