Before The Public Service Commission

Of The State Of Missouri

	In the Matter of the Application of Missouri-American Water Company for Approval of an Agreement with Premium Pork, LLC for the Retail Sale and Delivery of Water
	)

)

)

)
	Case No. WT-2004-0192

Tariff Work ID Nos.

YW-2004-0555 & YW-2004-0556


STAFF’S Recommendation REGARDING 

MISSOURI-AMERICAN WATER COMPANY’S Application, 

Contract for Sale & delivery of water, and tariff revisions

COMES NOW the Staff of the Missouri Public Service Commission (Staff), by and through counsel, and, for its Recommendation Regarding Missouri-American Water Company’s Application, Contract for Sale & Delivery of Water, and Tariff Revisions states to the Missouri Public Service Commission (Commission) as follows:

1.
On October 17, 2003,
 Missouri-American Water Company (MAWC or Company) filed its Application for Approval of Agreement and Tariff and Motion for Expedited Treatment (Application) with the Commission, in which it requested that the Commission approve a Contract for the Retail Sale and Delivery of Water (Contract) between the Company and Premium Pork, LLC.  Along with the Application, the Company also submitted two proposed tariff sheets related to the Application for the Commission's approval.  The subject tariff sheets bore an issue date of October 17 and an effective date of November 16; however, as a part of its Application, MAWC requested that the Commission approve the tariff sheets on an expedited basis to be effective on October 31, or as soon thereafter as possible.  Upon receipt, the subject tariff sheets were separately entered into the Commission's electronic filing and information system and assigned Tariff Work ID Nos. YW-2004-0555 and YW-2004-0556.

2.
Also on October 17, MAWC filed a Motion for Protective Order in this case, as it desired to submit the Contract (Appendix A to the Application) and one of the schedules supporting the Application (Appendix F to the Application) to the Commission as highly confidential information.

3.
On October 21, the Commission issued its Order Directing Notice, Directing Filing, and Adopting Protective Order, wherein it directed its Data Center to send notice of the Application and proposed tariff sheets to all parties in MAWC's pending rate case (Case No. WR-2003-0500), established an intervention deadline of October 27, adopted a protective order for use in this case, and ordered the Staff to ". . . file its Memorandum and Recommendation, stating whether or not the agreement and proposed tariff sheets should be approved . . ." by 12:00 Noon on Monday, October 27.

4.
On October 22, the Company filed the Contract and the supporting schedule discussed in paragraph 2 above (Appendix A and Appendix F to the Application, respectively) as highly confidential documents under the provisions of the above-referenced protective order.

5.
On October 22, the Office of the Public Counsel filed its Response to Request for Expedited Treatment.  On October 27, AG Processing, Inc., a large industrial customer of MAWC in the Company's St. Joseph District, filed the following documents in this case: Application to Intervene and Motion for Expedited Consideration; Response to Request to Expedite; and Request for Suspension of Tariff.
6.
MAWC filed the Application, the Contract, the schedules supporting the Application and the Contract, and the proposed tariff sheets that are the subject of this case with the Commission under the provisions of the Company's recently modified economic development rider (EDR) for its St. Joseph District, which became effective on October 3.

7.
The Staff's investigation into the Application, the Contract and the proposed tariff sheets that are the subject of this case centered upon whether the provisions of the St. Joseph EDR had been met.  The investigation included a review of the Application, the St. Joseph EDR, the Contract, the schedules supporting the Application and the proposed tariff sheets.  Dale Johansen, Manager of the Commission's Water & Sewer Department, and the undersigned attorney conducted the review of the subject documents on behalf of the Staff.

8.
Based upon its investigation of this matter, the Staff reports to the Commission that the Application, the Contract, the schedules supporting the Application, and the proposed tariff sheets comply in most respects with the provisions of the St. Joseph EDR.  However, additional documentation and information is needed with respect to some of the “Contract Approval” requirements of the St. Joseph EDR, which appear on Sheets 56-58 of the Company’s tariff for St. Joseph and Vicinity, P.S.C. Mo. No. 1, specifically including the following:


a.
Contract Approval Item No. 2 requires the Company to provide the Commission with “[a] narrative description of the reasons why the General Incentive Provisions of this Rider are not sufficient.”  It also states: “All significant assumptions that affect this description, and the source/basis of those assumptions, shall be identified.”  The Staff did not find any such documentation in the Company’s Application, other than the statement in Paragraph 7 of the Affidavit of Dennis Krause (Appendix E) that Premium Pork has determined that the General Incentive Provisions are not sufficient for Premium Pork.  The Staff believes that additional detail should be provided.


b.
Contract Approval Item No. 3 requires the Company to provide “[a]n estimate of the cost to [Premium Pork] for each competitive alternative available to the customer.”  It also states: “All significant assumptions that affect the required statement or quantifications, and the source/basis of those assumptions shall be identified.”  The only statement in the Company’s Application that addresses this issue is the statement in Paragraph 8 of the Affidavit of Dennis Krause (Appendix E) that Premium Pork understands that if it locates its plant in Albert Lea, Minnesota, it would have to pay approximately $0.403 per thousand gallons of water.   The Staff believes that additional detail should be provided.


c.
Contract Approval Item No. 4 states: “The [Company’s] filing shall also include a statement setting forth the reasons relied upon to establish that the contract will not be detrimental to the interests of the State of Missouri or its other customers in the service territory.”  It also requires the Company to show all significant assumptions that affect the required statements or quantifications, and the source/basis of those assumptions.  The Staff did not find such statements or assumptions in the Company’s Application, and believes that the Commission should require the Company to provide them.


d.
Contract Approval Item No. 5 states: “The Company shall also identify and quantify the embedded and replacement value of all facilities that are attributable to serving the customer.”  The Staff did not find a listing of such facilities in the Company’s Application, and believes that the Commission should require the Company to provide it.


e.
Contract Approval Item No. 6 requires the Company to “quantify the change in annual revenues resulting from the Special Service Contract,” and to identify the assumptions that affect this quantification.  Although the Company did show, on highly confidential Appendix F, the change in annual revenues that would result if the contract is approved, it did not identify the underlying assumptions.  The Staff believes that the Commission should require the Company to do so.

9.
The Staff does not believe that the Company’s Application should be rejected outright, merely because it has failed to provide all of the information that is required by the St. Joseph EDR, but believes that the Commission should require the Company to supplement its Application as required to comply with the St. Joseph EDR.

WHEREFORE, the Staff respectfully recommends that the Commission issue an order in this case directing the Company to supplement its Application as required to fully and completely comply with the requirements of the St. Joseph EDR.

Respectfully Submitted,

DANA K. JOYCE

General Counsel

/s/ Keith R. Krueger_____
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� Unless otherwise noted, all dates hereafter are in reference to the year 2003.
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