Before The Public Service Commission

Of The State Of Missouri

	In the Matter of Missouri-American Water Company's Tariff Filing Concerning St. Joseph Economic Development Rider
	)

)

)
	Case No. WT-2004-0156

(Tariff Work ID No. YW-2004-0404)


response to motion for expedited treatment and

Recommendation for Approval of Tariff FILING

COMES NOW the Staff of the Missouri Public Service Commission (Staff), by and through counsel, and for its Response to Motion for Expedited Treatment and Recommendation For Approval Of Tariff Filing states the following to the Missouri Public Service Commission (Commission):

1.
On September 24, 2003, Missouri-American Water Company (MAWC or Company) submitted revised and new tariff sheets for its St. Joseph District to the Commission (the 9/24 Tariff Filing).  The subject tariff sheets bore an issue date of September 24, 2003 and an effective date of October 24, 2003.  Upon receipt, the subject tariff sheets were entered into the Commission's electronic filing and information system and assigned Tariff Work ID No. YW-2004-0404.

2.
The purpose of the subject tariff sheets is to make changes and add provisions to the Company's existing Economic Development Rider (EDR) for the St. Joseph District.  Most significantly, provisions being added to the EDR would provide MAWC the ability to offer reduced rates to certain industrial or commercial customers under special circumstances via a special service contract; provided, however, that the Commission must approve such contracts.  (These are the "Alternative Incentive Provisions" that start at the top of 1st Revised Sheet No. 53 and end near the middle of Original Sheet No. 58.)

3.
Also on September 24, 2003, and in conjunction with the above-referenced tariff filing, MAWC filed a Motion for Expedited Treatment (Motion), wherein it requested that the Commission approve the subject tariff sheets on less than thirty (30) days notice.  Specifically, the Company requested that the Commission approve the tariff sheets for service rendered on and after October 3, 2003.  Such a request is allowed by the Commission's rules.

4.
As noted in MAWC's Motion, the subject matter addressed by the 9/24 Tariff Filing was originally addressed in another tariff filing (JW-2004-0137), which was the subject of discussion between representatives of the Company, the Staff and the Office of the Public Counsel (OPC).  As further noted by the Company, the original tariff filing has been withdrawn for procedural purposes and replaced with the 9/24 Tariff Filing.

5.
As also noted in MAWC's Motion, the Company, Staff and OPC have reached agreement regarding the provisions for a modified/expanded EDR for the St. Joseph District, which are reflected in the revised/new tariff sheets that make up the 9/24 Tariff Filing.

6.
As further noted in MAWC's Motion, one important aspect of the agreed-upon tariff provisions is that the provisions in and of themselves do not give the Company the ability to provide service to a customer under a reduced contract rate.  Rather, as noted previously herein, the provisions being added to the EDR would provide MAWC the ability to enter into special service contracts, with such contracts being subject to Commission approval before the Company can provide service to a customer under the contract.

7.
Regarding the Alternative Incentive Provisions, which are the main subject dealt with by the 9/24 Tariff Filing, the Staff believes these provisions are reasonable and should be approved for the following reasons:

a)
Before the Company can offer service to a customer under the Alternative Incentive Provisions, the customer must first qualify for the EDR in general (i.e. – the customer must meet the standards set forth in the Availability & Applicability section of the EDR).

b)
Before the Company can offer service to a customer under the Alternative Incentive Provisions, the General Incentive Provisions of the EDR must be shown to not be sufficient to attract the customer.

c)
 Before the Company can offer service to a customer under the Alternative Incentive Provisions, the customer must demonstrate that a viable competitive alternative exists in another geographical area and that the availability of such an alternative is critical to the customer's decision to locate new or expanded facilities in the Company's service area.

d)
The Minimum Rate that is permitted in a special service contract entered into under the Alternative Incentive Provisions ensures that a customer will be paying a rate that: covers the variable production cost of water needed to serve the customer; provides a reasonable contribution towards all other costs associated with the provision of service for the life of the contract; and results in the customer paying all other normal charges and fees established for the class of customer being served (customer charge, public fire protection charge, applicable taxes, etc.).

e)
The competitive rate that is permitted in a special service contract entered into under the Alternative Incentive Provisions is subject to an escalation clause during the original term of the contract and any renewal term of the contract.

f)
The Alternative Incentive Provisions contain provisions whereby a customer's continued eligibility for a special contract rate is subject to the customer continuing to meet the basic annual load factor and annual billing demand criteria established in the Availability & Application section of the EDR.

g)
The Alternative Incentive Provisions contain provisions setting forth certain items that must be included in a special service contract, including provisions regarding: the review of a contract rate for continued appropriateness if the term of the contract is for a period of ten or more years (such a review can be conducted after the initial five years of the contract); and the Company's recovery of capital investments needed to serve a customer initially or to continue to serve a customer in the future, whereby such investments would be recovered directly from the customer.

h)
The Alternative Incentive Provisions contain provisions setting forth detailed information that the Company must submit to the Commission when it submits a special service contract to the Commission for the Commission's approval.  This information will be directed toward: showing the customer's need for the contract; identifying the competitive alternatives available to the customer; quantifying the benefits to the Company's other customers; quantifying the variable production cost of water that the Company will incur by serving the customer; quantifying the change in annual revenues that the Company will experience as a result of the contract rate; quantifying the economic benefits that will accrue as a result of the contract; and identifying Company policies, procedures and practices used in negotiating the contract.

8.
Lastly, the Staff notes that it has reviewed the 9/24 Tariff Filing and has determined that the changes/additions to MAWC's St. Joseph EDR included in the revised/new tariff sheets are the changes/additions to the existing EDR that the Company, Staff and OPC agreed upon during their discussions regarding the original tariff filing that addressed this matter (JW-2004-0137).

WHEREFORE, the Staff respectfully recommends that the Commission issue an order in the instant case granting the Company's request for expedited treatment and approving the subject tariff sheets for service rendered on and after October 3, 2003.
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