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Dear Mr, Roberts:

Enclosed for filing in the above-captioned case are an original and eight (8) conformed
copies of the STAFF’S RESPONSE TO SECOND ORDER DIRECTING SCENARIOS.

This filing has been mailed or hand-delivered this date to all counsel of record.

Thank you for your attention to this matter.

ith R. Krueger
Deputy General’Counsel
(573) 751-4140

(573) 751-9285 (Fax)
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cc: Counsel of Record
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FILER:
BEFORE THE PUBLIC SERVICE COMMISSION E D

OF THE STATE OF MISSOURI AUgG o 8 2009
In the Matter of Missouri-American Water ) Ser\,f'gsou”- o
C ’s Tariff Sheets Designed to ) © Comy, Ubyj

ompany’s Tari g m ao
Implement General Rate Increases for ) 1o
Water and Sewer Service Provided to ) Case No. WR-2000-281
Customers in the Missouri Service Area of )
the Company. )
STAFF’S RESPONSE TO

SECOND ORDER DIRECTING SCENARIOS

COMES NOW the Staff of the Missouri Public Service Commission (“Staff”} and, for
its Response to Second Order Directing Scenarios, states to the Missouri Public Service
Commission (“Commission”) as follows:

1. On August 24, 2000, the Commission issued its Second Order Directing Scenarios, in
which it ordered the Staff, with the assistance and cooperation of the parties, to file with the
Commission a pleading responding to the scenarios discussed in said order, using the format
attached to the said order as Attachment A, consisting of three pages. The said order authorized
the Staff to modify Attachment A if necessary to provide the requested information, but required
that all of the information that was requested be provided.

2. Attached hereto as Attachment A are three pages of forms in which the Stail has
attempted to provide all of the information that was requested. The forms have been modified
slightly, but the Staff believes it has provided the requested information. A detailed explanation
of how these forms were prepared appears in the following three paragraphs.

3. The Staff’s calculations for page 1, of Attachment A, to the Commission’s Second
Order Directing Scenarios started with the True-Up Accounting Schedules, filed June 15, 2000

and modified on July 5, 2000, For Scenarios Al, Bl and C1, the True-Up Rate Base Schedule



was modified by eliminating the offset for the Pre-merger Missouri Cities Deferred Income
Taxes, as shown on line 18. For Scenarios A2, B2 and C2, on page 1 of Attachment A, the True-
Up Rate Base Schedule was modified by eliminating the offset for the Pre-merger Missouri
Cities Deferred Income Taxes and the Premature Retirement of the Old SJTP, as shown on line
4. The changes in the specified rates of return on equity, in interaction with the rate base
modifications, affected the Interest & Tax Offsets, as shown on line 20. The total rate base
resulting from the above calculations, for each scenario appears on line 22.

4. The Staff’s calculations for page 2, of Attachment A, to the Commission’s Second
Order Directing Scenarios started with the rate base values determined on page 1, line 22. A
return on equity of 11.654%, in combination with the undisputed capital structure and costs of
debt and preferred equity results in an overall rate of return of 8.88%, as shown on line 2, for
scenarios Al and A2, The application of this rate of return to the rate base values, less the
available net income and grossed-up for taxes, produces the Estimated Additional Gross
Revenue Requirement appearing on line 9. A return on equity of 10.5%, in combination with the
undisputed capital structure and costs of debt and preferred equity results in an overall rate of
return of 8.39%, as shown on line 2, for scenarios Bl and B2. The application of this rate of
return to the rate base values, less the available net income and grossed-up for taxes, produces
the Estimated Additional Gross Revenue Requirement appearing on line 9. A return on equity of
10%, in combination with the undisputed capital structure and costs of debt and preferred equity
results in an overall rate of return of 8.18%, as shown on line 2, for scenarios C1 and C2. The
application of this rate of return to the rate base values, less the available net income and

grossed-up for taxes, produces the Estimated Additional Gross Revenue Requirement appearing

on line 9.



5. The Staff’s calculations for page 3, of Attachment A, to the Commission’s Second
Order Directing Scenarios started with the True-Up Accounting Schedules, filed June 15, 2000
and modified on July 5, 2000. For each district, for Scenarios A1, B1 and C1, the True-Up Rate
Base Schedules were modified by eliminating the offset for the Pre-merger Missouri Cities
Deferred Income Taxes. This modified true-up rate base was then depicted on a before and after
Corporate Allocation basis, for each district. The corporate allocation items appeared separately
in the True-Up Accounting Schedules. For each district, for Scenarios A2, B2 and C2, the True-
Up Rate Base Schedules were modified by eliminating the offset for the Pre-merger Missouri
Cities Deferred Income Taxes and the Premature Retirement of the Old SJTP. This modified
true-up rate base was then depicted on a before and after Corporate Allocation basis, for each
district. The changes in the specified rates of return on equity, in interaction with the rate base
modifications, affected the Interest & Tax Offsets component of rate base in each scenario, in
each district.

WHEREFORE, the Staff submits 1ts Response to Second Order Directing Scenarios.

Respectfully submitted,

~

Deputy General nsel
Missouri Bar Number 23857

Attorney for the Staff of the
Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

(573) 751-4140 (Telephone)

(573) 751-9285 (Fax)

e-mail: kkruegOl{@mail state mo.us




Certificate of Service

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 28™ day of August 2000.



V INITWHOVLLV

Attachment A, Page 1
CALCULATION OF RATE BASE

D ot Scenario
Item escription Al A2 Bl B2 Cl C2
T | Utility Plant in Service Before Disallowances 226,601,701 | 226,601,701 | 226,601,701 | 226,601,701 | 226,601,701 | 226,601,701
7| Excess Capacity Disallowanice QILI6Y, 2211756 (Q2IT56) (2.271756) (2.271.756)] (2.271,756)
3 | AFUDC Disallowance (1.289.678)] (1.289.673)] (1,289.678)| (1,289,678 (1,289,674)| (1,289.674)
4 Q:f;xi:ed Depreciation Before Premature (28,370,006)| (28,370,006)] (28.370,006)| (28.370,006)| (28,370,006)| (28.370,006)
5 | Accumulated Amorfization Lo (1.29)  (1L,296)  (7129)  (11,296) (71,296
[ Post-in-Service AFUDC 0 0 0 0 0 0
7 | Promature Retirernent of 01d St. Joseph Plant 2832.906 01 2.832.006 0] 2832506 0
8 | SUBTOTAL: Net Utility Plant in Service 197.431.876 | 194.598.970 | 197.431.876 | 194,598,970 | 197.431.876 | 194,598,970
9 | Cash Working Capital (5860 (75860 (75861)|  (75.861)  (75.861)  (75.86D)
10 | Mawrials and Supplics 420465 | 429465 | 420465 | 429465 |  429.465| 429,465
11 | Prepayments 152905 | 152005 | 152905 | 152905 |  152905| 152,905
1z | OPEBs 1146740 | 1.146.740 | 1,146.740 | 1,146.740 | 1.146,740 | 1,146,740
13 ::E:‘;’TA‘ + Addisons 1o Net Utility Plant in 1653.249 | 16532491 1653249 | 1653249 | 1653249 | 1,653,249
14 | Customer Advances 6.344,527 | 6344527 | 63445207 | 6344527 | 6144,527] 6344527
15 | Contribution in Aid of Construction T3628.590 | 23,628,500 | 23.628.590 | 23,628.590 | 23,628,590 | 23,628 590
6 | Accumulated Deferred ITC 62,531 62.531 62,531 62.531 62.531 62,531
17 | Defcrred Income Taxes 7630316 | 7.630316 | 7.630316 | 7.630316 | 7.630316| 7.630316
18 Pre-merger Missouri Cities Deferred Income Taxes L 0 0 0 0 0
19 | Pension Liability 1316059 | 1316959 | 131695 | 1316959 | 1316959 1316959
20 | Interest & Tax Offscts 176263 | 1155310 | 1147638 | L127.208 | 1135368 | 1,115,160
21 ggj';gmh Deductions from Net Utility Plantin |-y 1 6o 106 | 49 138,233 | 40,130,561 | 40,110,131 | 40,118,291 | 40,008,083
92 | TOTAL: Net Original Cost Rate Base (8 + 13 - 20) | 158,925,938 | 156,113,985 | 158,954,563 | 156,142,087 | 158,966,833 | 156,154,135

Scenarios:

Al: Return On Equity = 11.654%, Staff and MAWC Premature Retirement.

A2

Retom On Equity = 11.654%, OPC Premature Retirement.

Bl: Retum On Equity = 10.5%, Staff and MAWC Premature Retirement,

B2:

Return On Equity = 10.5%, OPC Premature Retirement,

C1l: Retum On Equity = 10%, Staff and MAWC Premature Retirement,

C2:

Return On Equity = 10%, OPC Premature Retirement.

Note; Any change to return and/or a component of rate base will also result in a change to the interest and tax offset amounts.




Attachment A, Page 2
CALCULATION OF GROSS REVENUE REQUIREMENT

Note: The Revenue Requirement appearing in line 9 is before uncollectibles and phase-in.

. . Scenario
Item Description Al yv) B 5 i o)
p | NetOriginal Cost Rate Base (from Attachment A, | | 5q o5 535 | 156 113,985 | 158,954,563 | 156,142,087 | 158,966,834 | 156,154,134
Page 1, Line 21)
2 | Rate of Retum 8.88% R 38% 8.39% R.39% 3.18% 8.18%
3 Net operating Income Requirement 14,112,625 | 13,862,924 | 13,336,288 | 13,100,321 | 13,003,487 | 12,773,408
4 Net Operating Income Available 6,522,875 0,481,856 6,523,294 6,482,265 6,523,472 6,482,442
5 | SUBTOTAL:Additional Net Operating Income |, 509 55 | 7381 068 | 6,812,994 | 6618056 | 6480015 | 6.290.966
Required (3 - 4)
Regquired Current Income Tax 5,232,823 | 5,143,819 | 4,748,432 | 4,667,997 | 4,540,779 | 4,464,019
Test Year Current Income tax 503,828 544,847 503,409 544,438 503,231 544,261
g | SUBTOTAL: Additional Current Income Tax 4,728,995 | 4,508,072 | 4,245,023 | 4,123,559 | 4037548 | 3,919,758
Required (6 - 7)
g | TOTAL:Estimated Additional Gross Revente |, 340 245 | 11 980,040 | 11,058,017 | 10,741,615 | 10,517,563 | 10,210,724
Requirement (5 + 8)
Scenarios:
Al: Return On Equity = 11.654%, Staff and MAWC Premature Retirement.
A2: Return On Equity = 11.654%, OPC Premature Retirement,
B1: Retum On Equity = 10.5%, Staff and MAWC Premature Retirement.
B2: Retum On Equity = 10.5%, OPC Premaiure Retirement.
C1: Return On Equity = 10%, Staff and MAWC Premature Retirement.
C2: Return On Equity = 10%, OPC Premature Retirement.




Attachment A, Page 3

COMPARISON OF DISTRICTS
Scenario
Al A2 B1
Rate Base Rate Base Rate Base
Including Including Including
Direct Allocated Direct Allocated Direct Allocated
Line Deseription Assigned Rate! Corporate |Assigned Rate]l Corporate |Assigned Rate]l Corporate
Base District Base Distriet Base Distriet
Investment Investment Investment
and Expense and Expense and Expense
1 Total Water Company 158,625,938 | 158,925,938 | 156,113,085 | 156,113,985 | 158,054,563 | 158,954,563
2 Brunswick 853,980 851,133 853,980 851,133 854,148 851,301
3 Joplin 21,306,534 19,485,592 21,306,534 19,485,592 21,310,073 16,489,131
4 Mexico 11,813,893 11,550,594 11,813,893 11,550,594 11,816,049 11,552,750
5 Parkville 8,664,703 8,465,595 8,664,703 8,465,595 8,666,155 8,467,047
6 St. Charles 26,361,470 25,318,689 26,361,470 25,318,689 26,365,801 25323020
7 S1. Joseph 86,651,870 84,230,395 83,839,917 81,418,442 86,667,490 84,246,015
8 Warrenburg 9,255,034 9,023,541 9,255,034 9,023,941 9,256,393 9,025,300
9 Corporate (5,981,546) 0 (5,981,546) 0 (5,981,546) 0
Scenario
B2 C1 C2
Rate Base Rate Base Rate Base
Including Including Including
Direct Allocated Direct Allocated Direct Allocated
Line Deseription Assigned Rate| Corporate |Assigned Rate| Corporate |Assigned Rate] Corporate
Base District Base District Base District
Investment Investment Investment
and Expense and Expense and Expense
1 Total Water Company 156,142,087 | 156,142,087 | 158,966,834 | 158,966,833 | 156,154,134 | 156,154,135
2 Brunswick 854,148 851,301 854,220 851,373 854,220 851,373
3 Joplin 21,310,073 19,489,131 21,311,591 19,490,649 21,311,591 19,490,649
4 Mexico 11,816,049 11,552,750 11,816,974 11,553,675 11,816,974 11,553,675
5 Parkvillg 8,666,155 8,467,047 8,666,777 8,467,669 8,666,777 8,467,669
6 St. Charles 26,365,801 25,323,020 26,367,657 25,324 876 26,367,657 25,324,876
7 St. Joseph 83,855,014 81,433,539 86,674,186 84,252,711 83,861,487 81,440,012
3 Warnenburg 9,256,393 9,025,300 6,256,974 9,025 882 9,256,975 9,025,831
9 Corporate (5,981,546) 0 (5,981,543) {1 (5,981,547) 0
Scenarios:
Al: Return On Equity = 11.654%, Staff and MAWC Premature Retirement,
A2: Return On Equity = 11.654%, OPC Premature Retirement.
B1l: Return On Eguity = 10.5%, Staff and MAWC Premature Retirement,
B2; Return On Equity = 10.5%, OPC Premature Retirement.
C1: Return On Equity = 10%, Staff and MAWC Premature Retirement.
C2: Return On Equity = 10%, OPC Premature Retirement.




Service List for
Case No, WR-2000-281, et al.
August 28, 2000

Office of the Public Counsel \g 1; Ensglan:r, HI;D;&IEL.ICO(;)IIJ)GE
P.Q.Box 7800 rydon, swearengen ngland P.C.

' P.O. Box 456
Jefferson City, MO 65102 Jefferson City, MO 65102-0456

Chuck D. Brown Stuart Conrad

City Attorney Finnegan, Conrad & Peterson, L..C.

303 East Third St., P.O. Box 1355 3100 Broadway, Suite 1209

Joplin, MO 64802-1355 Kansas City, MO 64111

James Fischer Leland B. Curtis

Attorney at Law Curtis, Qetting, Heinz, Garrett & Soute, P.C.
101 West McCarty Street, Suite 215 130 S. Bemuiston, Suite 200

Jefferson City, MO 65101 St. Louis, MO 63105

Joseph W. Moreland/Martin Walter Charles Brent Stewart

Blake & Uhlig, P.A. Stewart & Keevil, L.L.C.

2500 Holmes Rd. 1001 Cherry Street, Suite 302

Kansas City, MO 64108 Columbia, MO 65201

Louis J. Leonatti Karl Zobrist

Leonattt & Baker Blackwell Sanders Peper Martin LLP

P.O. Box 758 2300 Main Street, Suite 1100

Mexico, MO 65265 Kansas City, MO 64108

James Deutsch/Henry Herschel Lisa Robertson/Brian Head/Timothy Kissock
Riezman & Blitz, P.C. City Hall — Room 307

308 East High St., Ste. 301 1100 Frederick Ave.

Jetferson City, MO 65101 St. Joseph, MO 64501



Diana Vuylsteke, Esq. Ed Downe

One Metropolitan Square, Ste. 3600 ney

211 N. Broadway 221 Bolivar St., Ste. 101
St. Louis, MO 63102-2750 Jefferson City, MO 65102



