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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In theMatterof theApplicationof )
Missouri-AmericanWaterCompanyfor ) CaseNo. WO-2004-0116
Approval to Establishan InfrastructureSystem )
ReplacementSurcharge(ISRS) )

BRIEF OF
MISSOURI ENERGY GROUP

COMESNOW, theMissouriEnergyGroup(“MEG”), pursuantto PublicService

Commission(“PSC” or “Commission”)Rule4 CSR240-2.140andtheNoticeRegarding

Filing ofBriefs oftheCommissiondatedNovember25, 2003 andsubmitsits Brief on the

contestedissuesin thiscase.Thecontestedaspectsof theFacilitiesRelocationsissue,

DeferredIncomeTaxissue,andtheRateDesignissuewereultimatelyresolvedby all

partiesbeforethestartoftheon-the-recordpresentationandwill not be discussedherein.

BACKGROUND

A. OnSeptember2, 2003,MissouriAmericanWaterCompany(“MAWC”)

filed an Applicationwith theCommissionrequestingauthorizationofan Infrastructure

SystemReplacementSurcharge(“ISRS”) pursuantto recentlyenactedstatutes393.1000-

393.1006RSMo (“ISRS Application”);

B. On September15, 2003, theMEG appliedto intervenein this caseand

suchinterventionwasgrantedby CommissionOrderdatedSeptember30,2003;

C. On October31, 2003,theStaffoftheMissouriPublicService

Commission(“Staff’) filed its “RecommendationsRegardingMissouri-AmericanWater

Company’sApplicationfor EstablishmentofInfrastructureSystemReplacement

Surcharge”(“Staffs Recommendations”);
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D. OnNovember10,2003, MAWC filed its “Responseto StaffReport”

(“MAWC Response);

E. OnNovember14, 2003,theMEGrepliedto MAWC’s Response(“MEG

Reply”), asdid all otherpartiesto his case;

F. OnNovember21, 2003,all partiesparticipatedin an on-the-record

presentationbeforetheCommission,atwhichbriefsweredirectedto be filed on

December4, 2003.

ARGUMENT

I. AccumulatedDepreciation

Section393.1000(a)RSMostatesthat theISRSratebaseshouldbecalculated

using: “Thewatercorporation’sweightedcostofcapitalmultiplied by thenetoriginal

costof eligible infrastructuresystemreplacements,includingrecognitionofaccumulated

deferredincometaxesandaccumulateddepreciationassociatedwith eligible

infrastructuresystemreplacementswhich areincludedin acurrentlyeffectiveISRS;”

Suchcalculationwasperformedby MAWC andwasincludedin its ISRS Application

filed on September2, 2003. However,theStaffRecommendationincludedaccumulated

depreciationtakenon othernon-ISRS-eligibleinvestment,in contradictionofthe

languageofSection393.1006.2(2) RSMOwhichprovides:

Thestaffofthecommissionmayexamineinformationofthewater
corporationto confirmthattheunderlyingcostsarein accordancewith the
provisionsof section393.1000to 393.1006,andto confirmproper
calculationoftheproposedcharge,andmaysubmitareportregardingits
examinationto thecommissionnot laterthansixty daysafterthepetition
is filed. No otherrevenuerequirementorratemakingissuesshallbe
examinedin considerationofthepetitionorassociatedproposedrate
schedulesfiled pursuantto theprovisionsof section393.1000to
393.1006.
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A plain readingofthe languageofthestatuteindicatesthat thelegislature,

whethertruly understandingtheramificationsof its actionsornot, in effectprovidedfor

single-issueratemakingby thisstatutewording. Thus,Company’smethodof calculating

accumulateddepreciationis appropriateto determinetheISRSratebaseunderastrict

readingofthestatutelanguage.

IL AccumulatedDepreciation—NetCost of Removal

Section 393.1006.4RSMo sets out the factors that the Commission should

consider in determining the appropriatepretax revenues. One of those factors,

enumeratedat paragraph(6) lists: “The current depreciationrates applicableto the

eligible infrastructuresystemreplacements.”

Underthewhole life net salvagevaluemethodapprovedby CommissionReport

and Order in CaseWR-2000-844on May 3, 2001, MAWC is using the correct net

salvagevalue calculation. However,MAWC is incorrectlyapplying this calculationto

non-eligibleinfrastructure.(LaConte,Tr. at 225-226)MAWC is correctwhen it states

that its totalnet investmentincreaseswhenaplant is retired(MAWC Responseat 8 (B),

p. 5). Whena plant is retired, the gross amountof the plant is removedfrom the total

gross plant account and the associateddepreciatedvalue is removed from the

accumulateddepreciationreserveaccount. The effectof this on the netplant amount is

zero; however,the cost of the net salvageis chargedto the accumulateddepreciation

reserve.Whentheaccumulateddepreciationreserveis lowered,thevalueofnetplant is

increased,but this doesn’toccuruntil theplant is retired. The adjustmentMAWC made

to the accumulateddepreciationaccountfor net salvageis due to the removalof non-

STLDOI~1O468O6-1 3



eligible infrastructure. When thecurrent,eligible infrastructureis retired, thenMAWC

shouldbeallowedto earna returnon theincreasednetplant, butnotbefore.

III. Property Tax

Section393.1000(5)statesthatISRScostsshouldinclude “propertytaxesthat

will be duewithin twelvemonthsof theISRSfiling;” The ISRSApplicationwasfiled on

September2, 2003. Propertytaxesfor propertyplacedintoserviceafterJanuary1, 2003

arenotdue until December31, 2004(~137.075RSMo),whichdoesnot fall within the

twelve-monthtimeframestatedin thestatute. Therefore,suchpropertytaxesshouldnot

be includedin this ISRSApplication.

IV. Conclusion

Theaccumulateddepreciationrequestedby MAWC in its ISRSApplication

shouldbegranted;howeverthetreatmentfor netsalvagevalueandpropertytax

calculationsrequestedby MAWC shouldbedenied.Theratedesignproposedby

MAWC shouldbeaccepted.Thefacilitiesrelocationamountandthedeferredincome

taxesproposedby MAWC shouldbe acceptedwith theStaffsadjustments.

Respectfullysubmitted,

~L~3 ~

RobertC. Jol~nson #15755
(314)345-6436
~
Lisa C. Langeneckert#49781
(314)345-6441
~nders.com
720 Olive Street,Suite2400
St. Louis, MO 63 101-2396
Fax: (314)588-0638

Attorneysfor MissouriEnergyGroup
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CERTIFICATEOF SERVICE

Pursuantto 4 CSR240-2.080of theCommission’sRulesof Practiceand
Procedure,I herebycertify thatI havethis daycausedanelectroniccopyoftheforegoing
to beservedon all personson theofficial servicelist in CaseNo. WO-2004-0116.

Datedat St.Louis, Missouri this
4

th day ofDecember,2003:

L~kL~~

Lisa C. Lange’i~eckert
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