STATE OF MISSOURI

PUBLIC SERVICE COMMISSION
At a session of the Public Service Commission held at its office in Jefferson City on the 13th day of January, 2005.

In the Matter of the Request for a Small

)

Sewer Company Rate Increase by Roark
)
Case No. SR-2005-0153
Water & Sewer Company.



)
Tariff File YS-2005-0424

In the Matter of the Request for a Small

)

Water Company Rate Increase by Roark
)
Case No. WR-2005-0154
Water & Sewer Company.



)
Tariff File YW-2005-0425

ORDER GRANTING RATE INCREASE,

APPROVING TARIFFS, 
              AND CLOSING CASE              
Procedural History:

On December 3, 2004, Roark Water & Sewer Company of Branson, Missouri, filed its proposed tariff sheets and cover letters seeking sewer and water rate increases pursuant to the Commission’s small company rate increase procedure, Regulations  4 CSR 240‑3.330 (small sewer companies) and 4 CSR 240‑3.635 (small water companies). The proposed tariff sheets bear an effective date of January 18, 2005.  The cover letters state that the proposed sewer service tariffs will produce additional annual revenue of $14,841, while the proposed water service tariffs will not result in any additional revenue.  The cover letters further state that Roark submitted its requests to the Commission's Staff on August 9, which is less than 150 days prior to the date on which Roark filed its proposed tariffs.
 
On December 15, the Commission's Staff filed its Notices of Agreement Regarding Disposition of Small Company Rate Increase Request together with the Disposi​tion Agreements that Staff has reached with Roark.  The Disposition Agreements are executed by Roark and by Staff.  Under the Commission's Small Company Rate Increase Rules, the Public Counsel in such a case has 20 days from the filing of a proposed tariff to request a Local Public Hearing and, if no Local Public Hearing is requested, 25 days from the tariff filing to file a pleading stating his agreement or disagreement with the proposed tariff.
  The twenty‑fifth day was December 28 and Public Counsel has filed nothing.  

On January 7, the Commission's Staff filed its Memoranda and Recommendations.  Therein, Staff recommends that the Commission approve Roark's proposed revised tariff sheets;  approve the Disposition Agreements executed by Staff and by Roark;  approve the depreciation rates attached to the Disposition Agreements;  and direct Roark to comply with the Disposition Agreements.  Staff further states that the Office of the Public Counsel has advised that it has no objection to the approval of Roark's proposed revised tariff sheets.  

Findings of Fact:

As required by the Commission's small company rate increase rules, Roark initiated the rate increase requests by letters received by the Commission’s Staff on August 9, 2004.  Roark originally sought an annual increase of $206,030 in sewer service revenue and an annual increase of $64,666.80 in water service revenue.  Thereafter, by letter dated August 28, 2004, Roark notified each of its 360 sewer service customers and 375 water service customers of the rate increase requests.  
Roark mailed a second notice to all of its customers on December 8, describing the agreement reached with Staff.  Roark’s customers were invited to direct comments or questions to either the Staff or OPC within thirty days of the date of the notice.  The correspondence section of the official Commission case file documents some four consumer contacts regarding this matter.  Of these, all expressed opposition to the proposed rate increase.  Roark’s letter of December 8 also advised its customers that a public hearing could be requested.  Three of the four letters received requested that a local public hearing be held.  However, Public Counsel has not requested a local public hearing in this case.  
Staff states that, based upon an audit of Roark's records, a determination of its rate base investments and necessary operating expenses, an evaluation of its depreciation rates, an analysis of its capital structure and cost of capital, and a consideration of its business and systems operations, Staff concluded that an increase in Roark's  annual sewer service operating revenues is warranted.  However, Roark's water service operation is actually over-earning by $59,337 annually.  Consequently, Staff determined that Roark's need for additional sewer service revenues could be offset, at least in part, by the water service over-earnings, limiting the sewer service annual revenue increase to $14,841.  
Roark provides water and sewer service to both business and residential customers in Stone and Taney Counties, in the vicinity of Branson, Missouri.  Roark is owned by the White River Valley Electric Cooperative, Inc.  Roark has experienced significant growth over the past few years as the Branson area as grown.  The Commission has not received any consumer complaints about Roark since 1999.  Staff notes that Roark has no outstanding annual reports or unpaid Commission assessments.
Staff's audit shows that Roark currently earns $204,220 in annual sewer service revenue and it's operating and other annual expenses plus return on rate base are $275,453, for an annual revenue shortfall of $71,233.  Roark currently earns $183,962 in annual water service revenue and it's operating and other annual expenses plus return on rate base are $124,625, for an annual revenue excess of $59,337.  Staff and Roark have agreed that the annual excess of water service revenue will be used to offset part of the annual sewer service revenue shortfall, leaving only $14,841 to be realized through a sewer rate increase.  

Staff and Roark have also agreed to a redesign of Roark's water and sewer service rates.  The new rate design reduces the customer charge component of both tariffs, as well as the initial volume of service received without commodity charge, and increases the commodity charge component of both tariffs.  The redesigned tariffs will not change Roark's annual water service revenue and will result in an increase in Roark's annual sewer service revenue of about $14,899.  Roark has also agreed to implement new depreciation rates proposed by Staff and to changes in its connection fees.
  Staff also performed a management audit of Roark.  As a result Staff recommends that Roark create and maintain a log of customer complaints and inquiries as required by Commission Rule 4 CSR 240‑13.040(5);  that Roark revise its billing practices to allow a minimum 21 days for payment from rendition of the bill, as required by Commis​sion Rule 4 CSR 240‑13.020(7);  that Roark institute the use of detailed time sheets by employees engaged in tasks relating to the water and sewer operations;  and that Roark institute and undertake an annual review of all contracts for outside services in order to ensure that charges are reasonable and that only the necessary level of services is purchased.  Roark has agreed to all of Staff's recommendations.  
Staff and Roark have also agreed to extend the 150-day tariff-filing deadline that otherwise applies to small company rate increase requests.  
Conclusions of Law:

The Commission has jurisdiction over rate increase requests by private water and sewer utilities.
  Pursuant to its statutory authority, the Commission has promulgated its rule relating to Small Company Rate Increases, 4 CSR 240‑2.200.

The requirement for a hearing is met when the opportunity for hearing has been provided and no proper party has requested the opportunity to present evidence.
  Since no one has applied to intervene and requested an evidentiary hearing in this case, the Commission may grant the relief requested based on the verified pleadings.

The Commission has reviewed the Disposition Agreements and cover letters,  the attachments to the Disposition Agreements, Staff’s Recommendations and Memoranda, and the proposed tariff sheets filed by Roark.  The facts available to the Commission show that the actual cost of providing sewer service requires additional annual revenue in the amount herein contemplated, as offset by excess annual water service revenue.  Therefore, the Commission concludes that the proposed sewer service rate increase, recommended by Staff and not opposed by the Public Counsel, is just and reason​able and should be approved.

The Commission has reviewed the proposed tariff sheets filed by Roark and determines that they are intended to implement the sewer service rate increase herein approved, as well as the rate design changes proposed by Staff and accepted by Roark.  Therefore, the Commission will approve the proposed tariff sheets.

IT IS THEREFORE ORDERED:
1. That the Small Company Sewer and Water Rate Increase Disposition Agreements entered into by Roark Water & Sewer Company and the Staff of the Missouri Public Service Commission are approved.  Roark Water & Sewer Company is directed to comply with those agreements.  
2. That the proposed sewer and water service tariff sheets filed by Roark Water & Sewer Company on December 3, 2004, Tariff Nos. YS‑2005‑0424 and YW‑2005‑0425, are approved for service rendered on or after January 18, 2005.  The specific sheets approved are:

Sewer Service Tariff:
                                    P.S.C. Mo. No. 1                                    
Title Page

1st Revised Sheet No. A, Canceling Original Sheet No. A
3rd Revised Sheet No. 1, Canceling 2nd Revised Sheet No. 1

Original Sheet 1a

Water Service Tariff:

                                    P.S.C. Mo. No. 1                                    
Title Page

1st Revised Sheet No. A, Canceling Original Sheet No. A

3rd Revised Sheet No. 1, Canceling 2nd Revised Sheet No. 1

Original Sheet 1a

3. That this order shall be effective on January 18, 2005.
4. That this case may be closed on January 19, 2005.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge
( S E A L )
Davis, Chm., Murray, Clayton,

and Appling, CC., concur.
Gaw, C., dissents.

Thompson, Deputy Chief Regulatory Law Judge

� The Commission's rules require that tariffs be filed within 150 days of the utility's initial letter request for a rate increase.  4 CSR 240-3.330(1)(F) (small sewer companies);  4 CSR 240-3.635(1)(F) (small water companies).  


� 4 CSR 240-3.330(1)(D) (small sewer companies);  4 CSR 240-3.635(1)(D) (small water companies).  


� Section 393.150, RSMo 2000.  


� Section 386.410.1, RSMo 2000.  


� State ex rel. Rex Deffenderfer Enterprises, Inc. v. Public Service Commission, 776 S.W.2d 494, 496 (Mo. App., W.D. 1989).  
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