Before the Missouri Public Service Commission

Of the State of Missouri

	In the Matter of the General Rate Increase for Water and Sewer Service Provided by Missouri-American Water Company.
	)))
	Case No. WR-2003-0500

	Staff of the Missouri Public Service Commission,

     Complainant

                    v.

Missouri-American Water Company,

     Respondent.
	))))))))))
	Case No. WC-2004-0168


STAFF'S COMMENTS Regarding

STIPULATION AND AGREEMENT 

AS TO RATE DESIGN

COMES NOW the Staff of the Missouri Public Service Commission and, for its Comments Regarding Stipulation and Agreement as to Rate Design, states to the Missouri Public Service Commission as follows:

1.
On January 7, 2004, all parties to this case, except the Staff, executed and filed with the Commission their Stipulation and Agreement as to Rate Design (“the Stipulation”).  Although Utility Workers Union of America Local 335 executed the Stipulation, it stated that it did not join in the Stipulation, but it also affirmatively stated that it did not oppose it, and that it waived its right to request a hearing on the issues addressed by the Stipulation.

2.
The Staff did not execute the Stipulation, but it does not oppose it, and hereby waives its right to request a hearing on the issues addressed by the Stipulation. 

3.
The agreed-upon "revenue-neutral" rate design compromise set out in the Stipulation represents a compromise between a very diverse group of parties, consisting of customer/intervenors and the Office of the Public Counsel, many of whom have very different specific interests regarding the matter of rate design.  A prime example of this "party diversity" is the makeup of the parties to this case that have specific interests in the St. Joseph operating district of Missouri-American Water Company (“the Company”).  These "St. Joseph parties" consist of representatives from every customer class that exists in that district, all of whom are signatories to the Stipulation.

4.
The agreed-upon revenue-neutral rate design compromise set out in the Stipulation is based upon the Company's current customer rates, which in turn are based in great part upon rate design methodologies that were presented by the Staff and adopted by the Commission in the most recent applicable rate cases, particularly Case No. WR-2000-281.  Although the changes that the Stipulation proposes to make within the districts between the customer classes would affect the rate designs that were presented by the Staff and adopted by the Commission in the most recent applicable rate cases, the changes are not so major as to drastically alter the basic concepts behind the design of the Company's current rates.  Additionally, the changes that would be implemented under the Stipulation address what many of the affected parties believe to be inordinate rate impacts (sometimes called “rate shock”) that resulted from the last Missouri-American rate case, Case No. WR-2000-281.

5.
Even though the agreed-upon revenue-neutral rate design compromise set out in the Stipulation does not address the rate design issues that the Staff raised in its prefiled testimony in the instant case, it does represent a balanced compromise regarding the design of the customer rates within the Company's operating districts.  Because of this, and because the compromise was reached among a diverse group of customers and the Company, the Staff does not it believe it would be appropriate to oppose the Stipulation.  On the other hand, because the compromise does not address the rate design issues that the Staff raised in its prefiled testimony in the instant case, the Staff also does not believe it would be appropriate to be a party to the Stipulation.

6.
The "revenue requirement adjustment" provisions of the Stipulation represent a reasonable approach to this matter, particularly when considering the provisions of the Stipulation related to the revenue-neutral rate design adjustment provisions of the Stipulation.

7.
Regarding certain other specific provisions of the Stipulation, the Staff notes the following:

a.
The provisions related to a revenue contribution being provided to the Company's Brunswick operating district by the Rate A customers in the Company's St. Louis operating district are reasonable and appropriate, as are the provisions related to the lack of any other inter-district revenue contributions.  These provisions would prevent the customers in the Brunswick operating district from suffering any additional “rate shock,” and would impose only a very slight additional burden upon the Rate A customers in the St. Louis operating district.

b.
The Staff does not object to the provisions related to public fire hydrant charges.

c.
The provisions that would require the Company to undertake data collection efforts sufficient to allow a study to evaluate current customer class definitions, and to share that information with the parties, are reasonable and appropriate.  If the Commission approves the Stipulation, the Staff asks that the Commission order the Company to provide this information to Staff at the same time it is provided to the parties to the Stipulation.

d.
The provisions that would require the Company to perform a study to determine the reasonableness of bill consolidation for contiguous, owner-occupied properties, and to share the results of the study with the parties, are reasonable and appropriate.   If the Commission approves the Stipulation, the Staff asks that the Commission order the Company to provide this study to Staff at the same time it is provided to the parties to the Stipulation.

e.
Although the Staff opposed the creation of special interruptible rates in its prefiled testimony, the Staff does not object to the provisions related to this matter, particularly when considering the diverse interests of the parties to the Stipulation.

f.
The Staff does not object to the provisions related to the elimination of the minimum usage amount presently contained in the customer service charge for the Company's Jefferson City operating district, and the shifting of those revenues to the first block of the volumetric rate.

g.
The Staff does not object to the provisions related to the implementation of the new service connection fees proposed by the Company.

8.
If the Commission is concerned about the fact that the provisions of the Stipulation do not address the rate design issues that the Staff raised in its prefiled testimony in the instant case, the Staff suggests that the Commission open a special rate design case to evaluate and possibly resolve those issues prior to the time that the Company files its next general rate case.

WHEREFORE, the Staff submits its Comments Regarding Stipulation and Agreement as to Rate Design.
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