BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

MPB Development, LLC, )
Complainant, ) Case No. SC-2005-0359
V. )
)
Aqua Missouri, Inc. )
Respondent.

STAFF REPORT OF INVESTIGATION

COMES NOW the Staff of the Missouri Public Service Commission (“Staff”), by and

through Counsel, and for its Staff Report of Investigation states the following to the Missouri Public

Service Commission (“Commission”):

1. On April 11, 2005, MPB Development, LLC filed its Complaint against Aqua
Missouri, Inc. in this case. In its Complaint, MPB requested that the Commission order Aqua
Missouri to base its sewer charges to MPB on actual water and sewage service usage per building
instead of the number of apartments and that Aqua Missouri be ordered to stop charging MPB for
sewer services for vacant apartments.

2. On May 27, 2005, the Commission issued its Order Directing Filing Staff

Investigation and Report (“Order”) in the instant case, wherein it directed the Staff to file a report

regarding the issues in this case, including its recommendations, on or before June 16, 2005. The
Commission also directed the Staff to include in its recommendation information about the
Commission’s jurisdiction over the allegations and relief requested in the Complaint.

3. Rule 4 CSR 240-2.070 (1) authorizes any person “who feels aggrieved by a violation

of any statute, rule, order or decision within the commission’s jurisdiction” to file a complaint. The
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Commission therefore has jurisdiction to determine whether Aqua Missouri has violated a statute,
rule, order or decision, and, if necessary, to order Aqua Missouri to comply with the applicable
statute, rule, order or decision. However, neither this rule nor any other authority of which the Staff
has knowledge, authorizes the Commission, in this case, to order Aqua Missouri to take any action
that does not comply with the existing statutes, rules, orders and decisions.

4. Included in the document that is attached hereto and marked as Appendix A is the

Staff Report of Investigation, and related attachments, which are being submitted in compliance with

the above-referenced Order.

5. The Staff has determined that Aqua Missouri is billing MPB at the rate of $19.15 per
apartment unit, in accordance with Aqua Missouri’s 1% Revised Tariff Sheet No. SR 1 and that it is
billing MPB in accordance with Rule 9 of Aqua Missouri’s tariff. The Staff does not know of any
violation of any other rule or of any statute, order or decision of the Commission. Accordingly, the
Staff does not believe it is appropriate to order Aqua Missouri to change its billing practices to
comply with Rule 9 of Aqua Missouri’s tariff.

6. The Staff further notes that, as a practical matter, it may not be possible for Aqua
Missouri to base its sewer charges to MPB on actual usage, because Aqua Missouri provides only
sewer service to MPB, and does not provide water service, and that it does not have access to meter
readings that would enable it to base its sewer service billings on actual usage.

7. Even if Aqua Missouri is able to obtain water meter readings for the subject
apartment buildings, the Staff believes that it would be inappropriate for the Commission to order
Aqua Missouri to bill MPB for its sewer service at the commercial rate, since the apartments are

residential units.
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WHEREFORE, the Staff respectfully submits the above-referenced report, and related
attachments, for the Commission's consideration in this case.
Respectfully Submitted,

DANA K. JOYCE
General Counsel

/s/ Keith R. Krueger

Keith R. Krueger
Deputy General Counsel
Missouri Bar No. 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 (facsimile)
keith.krueger@psc.mo.gov (e-mail)

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed with first class postage, hand-
delivered, transmitted by facsimile or transmitted via e-mail to all counsel and/or parties of record
this 16th day of June 2005.

/s/ Keith R. Krueger
Keith R. Krueger
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APPENDIX A

STAFF REPORT & ATTACHMENTS

CASE No. SC-2005-0359



Report of Complaint Investigation
Case No. SC-2005-0359

Prepared By:

James A. Merciel, Jr., P.E.
Water & Sewer Department
Utility Operations Division
June 16, 2005

Background Information

On April 11, 2005, MBP Development, LLC (Complainant) filed a formal complaint against Aqua
Missouri, Inc. (Company). The complaint is in regard to billing practices for two multi-family
residential apartment buildings known presently as Summit Apartments, located near Holts Summit in
Callaway County, MO. This development is connected to what the Staff refers to as the Company’s
Evergreen sewer system. The issues raised in the complaint pertain to the monthly billing amount, and
continued billings for vacant living units. Included with this report as Attachment 1 are selected pages
from the Company’s current tariff, which will be referred to herein.

Billing Information

Billing practices are generally addressed in the Company’s tariff in Rule 9. Additionally, there are
some points about apartment billing that need to be considered.

The rate for apartment units for most sewer utilities is calculated similar to single family residences,
but if a flat rate is used, as it is with the Company, it may contemplate less water usage per unit as
compared to a single family residence. A flat rate means the rate is not based on water usage, and flat
rates are most often applied to a class of customer without regard to the size of the living unit, number
of occupants, number of bedrooms, and etc. There are, of course, exceptions. The Company’s
approved rate for a multi-family apartment unit is $19.15 per month per unit, which is shown on the
Company’s tariff Sheet No. SR1. This is as compared to $22.53 per month for a single family
residence. Based on the Company's approved rate, the correct billing for fifty-nine (59) apartment
units, which is the count specified by both the Complainant and the Company in this case, would be
$1,129.85 per month.

As is normally done with most sewer utilities, the Company would bill the owner of the apartment
development for all of the units, reference Rule 9 (k), Sheet No. 31. Some companies, including at
least one of the Company’s predecessor companies, sometimes send bills to apartment tenants as a
courtesy, even though the apartment owner is ultimately responsible for payment. Most, but not all,
apartment developments have one water service connection and one sewer connection for an entire
building, and for this type of arrangement a fundamental problem exists in that it is impossible to deal
with individual tenants with regard to turn-on, turn-off and disconnection of service, whether by
physical disconnection of the sewer, or turn-off of water service by the water provider as contemplated
by Missouri Statutes, specifically §393.015. During a field visit, the Staff observed that the Summit
Apartments have one water service line and meter for each building, and also apparently have one
service sewer pipeline and one sewer connection for each building.



With regard to including vacant units in a bill for any given month, the Staff has long held a position
that in most cases the sewer utility simply has no way to know whether units are vacant or not, and as
such it is reasonable to bill for each unit unless a building or perhaps certain units of a building are
physically disconnected from the sewer system. This practice is described by tariff rules 9 (b) and (c)
on Sheet No. SRR29. Exceptions to this practice could include locations where each living unit has an
individual water connection, and the sewer utility has some type of working relationship with the water
provider such that water turn-off information for the apartment units is readily available. Such an
arrangement is, however, beyond the provisions of MO Revised Statute §393.015. Another exception
could be a sewer utility that has a comfortable working relationship with apartment owners such that
reliable vacancy information is available, and a vacancy policy can be consistently applied throughout
the service area. Since the Complainant’s property does not have individual water meters, tracking
unit occupancy and/or dealing with individual tenants as customers is not practical.

Another alternative billing arrangement for apartments that could work, in the Staff’s opinion, is to
consider each apartment building, or for that matter an entire apartment complex, as one large
commercial customer, with sewer bills based on water usage. The Company’s commercial sewer rates
are $22.53 per month for usage up to 7,000 gallons water use, plus $3.22 per 1,000 gallons water use
above 7,000 gallons. For this billing arrangement to work, a water meter needs to be available for the
Company to read monthly. The water meter could be owned by the water supplier, or owned and
installed by the customer specifically for sewer billing. Provisions for such an arrangement are already
in the Company’s tariff in Rule 4 (h) Sheet No. SRR16. Alternatively, water usage information could
be obtained from the water supplier monthly, if the water supplier is willing to enter into an agreement
to provide such information. Since each of the Complainant’s two apartment buildings has a water
connection, it would be possible to classify the Complainant, at this location, as two commercial
customers. However, if arrangements cannot be made with the water supplier to provide meter
readings, it would be necessary for the Company to get permission from the water supplier to read the
water meters regularly, or for the Complainant to install two additional water meters for the
Company’s billing use.

The Staff’s experience is that it is not common practice for apartment developments to be considered
commercial customers in this manner. However, the advantage of such an arrangement is that the
customer (the apartment building owner) only pays sewer bills based on how much water is used, and
there is no need to worry about vacancies, number of people, or other variables with regard to
apartment residents. However, there could be sales tax implications with regard to whether the
customer is commercial or residential class, and whether the sewer service is considered to be for
residential or commercial use.

Conclusions and Recommendations

The Company’s tariff provides, in the Staff’s opinion, for all of the apartment units to be billed for
sewer service whether occupied or not. Past due bills, in the Staff’s opinion would have been
legitimately calculated without regard to occupancy, though the Company could exercise an option to
settle on some amount in order to settle a past due account. It is not practical for the Company to track
occupancy, nor to modify flat rate billing based on some level of sewer use. An alternative billing
arrangement, to which the Staff would have no objection, would be for the apartment buildings to be
considered as commercial customers, with the Company then applying the commercial rate that is
based on water use. However, to do so requires water usage information to be available to the
Company.



Regarding action by the Commission, the Complainant’s pleading requests the following specific
relief:

1. “That Respondent (Complainant) be ordered to base its sewer charges to Complainant on actual
water and sewage service usage per building instead of the number of apartments.”

2. “That Respondent be ordered to change its billing practices so as to fully comply with Rule 9,
Bills of Service (sic), of the Rules and Regulations governing rendering of service.”

The Staff believes that the Commission has jurisdiction pertaining to treatment of customers of a
specific class, but recommends that the Commission not issue an order that would grant relief as
requested in No. 1. With regard to billing based on water (and sewer) usage, such an order possibly
could either apply special treatment to the Complainant with respect to other customers of the same
class, or could be construed to apply to all customers of the same class as the Complainant which may
be impossible with some such customers because of varying water supply conditions, as discussed
herein. With regard to billing of vacant apartment units, the Staff believes that such an order would
create difficulty for the Company, and perhaps extending to other regulated sewer utilities, to properly
bill customers. Further, the Staff believes that such issuing such an order would require a finding that
it is unreasonable to consider a sewer customer to be a customer unless physically disconnected from
the system, which the Staff believes is reasonable. However, as discussed herein, the Staff also
believes that the Company could optionally consider customers of the Complainants class as either
Multi-Family with the approved multi-family flat rate applied, or as a Commercial with the water-use
based Commercial/Industrial rate applied. Notably, to do so requires water usage information to be
available somehow. In lieu of the relief requested in No. 1 above, the Commission could so order such
an option to be considered if the conditions for Commercial/Industrial billing can be met.

The Staff believes that there has been no violation of Rule 9 with regard to the billing issues, and thus
recommends that no order be issued that would grant the relief requested in No. 2, above.
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A. Application - The following monthly sewer service

charge will be in effect for Customers of Capiltal
Ucilities, Inc., located within the Company’a Cole
and Callesway County pervige areas,

Residential ¥lat Rate 5 22.53 Per Unit

Mobile Homas Flat Hate 2 1%,.18 Par Unit
#wlithin a Mabhile
Home Park

Hulti-family Flat Rate % 19.15 Per Unit ﬁg—'
Commercial and Baged con § 22.53 for 1lst e
Industrial Water Usage 7,888 gallons ob

part thereocf of
water usage, and
g 3.22 for each
addivional 1,029
gallong.

A1l applicahle Fedaral, State and local taxes shall
be added ipn addition te the abeve charges.

A surcharge 1in accordance with Rule 19 for an excess
etrength waste discharge may be applied.
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Canital UkIlitl Inc.

A ?H’ "ci For Misgoiid Ceptlficated Service Arnn
. Mamea ol Iwaulng Carporation _ Ctitn munity, Town or or Glty

Bewer Division

Ruiles mand Regulations
Governing Rendering of Service

Rule 1 DEFINITIONS (continued) =
. g EESRTE
{F} "B,0.D." denstes biochemical opuygen derenrd.
It is the guentity of onygen utilized in the
biochemical owidation of organic matter under
standard laboratory cnnditinns enpressed in
milligrams per liter.

ig? A "CDOLLECTIMGE SEWER" is a pipeline, includ-
ing force maine, pravity spwers, pressure
piping, wyes, ters, clean—outs, manhaoles,
lampheles and necessary appurtenances, which
is opwned and maintained by the Company,
located on public property ar on Company dor
utility easements, and used %o transport
sewage waste from the Customer'e service
seWey connection te the point of disposal.

th) The term "COMMERCIAL CUSTOMER™ shall
. designate 3

(1) A retail or service businees wutilizing 1?}——
any building, portion of a building or
combination of buildings in the same coppound
which doge not manufacture any item or items
on the premises.

(21 A hotel,  meotel, tourist court, Dy = Sins
recreatiopnal vehicle park which rents or
leases raoome or soaces to temantz.

(i) The "COMPAWNY" js Capital Utilities, Inc. of
Jefferson City, Missouri acting through its
officers, managers, operations contractor, or
other duly aukthorized employees pr agents.
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FORM NO. 13 P.5.C. MO. No. = {Revised) SHEET No. SRRS

Canceling P.5.C. MO, Na. 2 (Original) SHEET No. SRRS5
Aquasource/CU, Inc. For  Missouri Certificated Area

Name of Issning Corporation
Scwer Division

Rules and Regulations
Governing Rendering of Service

Rule | DEFINITIONS (continued)

{t} “INSPECTOR" is a duly authorized officcr, manager, employcc or agent
of the Company, qualified by appropriate education, experience and
training o inspect new construction, modifications and connections ta
the Company’s collecting sewers and freatment systems and Customer’s
Service sewers.

(wy  A“MOBILE HOME (S)" shall be defined as a dwelling unit normally mounted
on a lrailer for the purpose of transporting.

(v) A“MOBILE HOME PARK" is an area comprised of two or more spaces for
the semi-permanent setup of mobile homes,

(w) A“MULTI-FAMILY DWELLING UNIT” is a building constructed under —F—
one roof that is separated into mare than one dwelling unit (i.e. duplex,
fourplex, ste.).

{x) “NON-DOMESTIC SEWAGE" is all sewage other than domestic sewage
including, but not limited to, commercial or industrial wasles, {Ses Rule 6
pertaining to [rs_lpmper Waste and Excessive Use).

* Indicates new rate or text
+ Indicates change

DATE OF ISSUE Novemnber 200, 2002 DATE EFFECTIVE December 20, 2002 F]le[
ISSUED BY Frank Hoffmann, President, 411- 7% Ave.. Pittsburgh, PA 15219 MO P
Name of Officer Title Address
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Rule 1

BTR

(yd

(z)

faai

*ludicalens new rate of text
+indicates change

DEFINITIONS (continued) -

"PH" is the welative degree of acidity or
alkalinity of water as indicated by the
hydrogen ion eoncentration. PH is indicated
en a scale reading from 1 = 14, with 7 being
neutral, below 7 acid, and above 7 alkaline:
sere technically defined as the logarithm of
the reciprocal ef the hydrogen ion concen-
tration,

"REPAIRABLE PARTE" shall rceonsist pf the
motors, pumps, grinders, liguid level
controls, heaters, pressure releaste valves,
gate wvalves, check valves, vacuum/air relief
valves, alarm system, electrical protective
and awitching equigttent that may be included
a2t part of ath alternative collection aystem
with the Customer'g service sewer. These
companents are normally associated with an
alternative collectioan system and are the
responsibility of the Customer.

The term "RESIDENTIAL CUSTOMER" shall
designate the personi{s) pccupying & building
or portion aof building in the case of a
multi-family dwelling under one roof which is
owned, lpased, -or rented by one party and
ocoupicd as a yvesidence.

"SEPTIC TANK EFFLUENT PUMP (STEP) SYSTEmM"
is the pumps, velated pquipment, tankage,
piping and appurtenances which separate from
liguid wastes retaining Ehe settlable and
floating solid wastes and pumping the liguid
wakte under pressure to colleecting lines,
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NA'TE OF 188UE _April 27, 1952

ISSUFD By

7, |

Lﬂf
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Coneelllng 1.8.C.MO, Nag, Previcus sr.:hedﬁles{ Original | gsHEET Na
Mkt }

Capiial Utilities, Ine,
Mrme of Issulng Corpocetion

For Misscurd Certificated Service Aren
: Community, Town or CTlty

Sewer Division e

Fules and Regulations WO

boverning Rendering of service PR 27 kI%
R -

LR
L R Tl
boceimatr B

Rule & APPLICATIONS FOR SEWER SERVICE lcontinusd)

iT) New sevvice conhestions shall be authovized
When the service inspection fee i®s paid to
the Company bkased on the Schedule of Service
Charges.

{g} Hhen a service is tp be connected the plumber
employed by the Custamer may obtain the
eonnecting accessories either directly fram
the Company, ar other supplier contingent an
the accessories meeting the requirements of
Rule 5. The plumber shall] advise the Cempany
& miniwum of Torty—-eipht (48) hours in
advance of when he gxpects tp Mave service
installed so & representative pf the Company
can inspect the installation,

(h) When sewer charges are based on water usage, =9
the Corpany ressrves the vight 4o refuse
sewer service to any applicant unliess said
applicant agrees to install a water meter
accessible to the Company, to that khere will
be a basis for sewer charges.

(i) For -any comPercial er industrial Customers
whose fsewer dervice charge iz detevmined aon
the basis of water yse, who uses In encess of
8,000 gallens eof water per month, and ean
show ta the satisfactien of the Cempany that
a portion of the water as meazsured by the
water meter or meters does not and cannot
enter the sanitary sewerage system, the
Company may determine in such manner and by
such method as it may deem practicable the
parcenbagy of metered water entering the FlLE

*lmdllentes new rale op lﬁt %Iy '?.;1 39%
*Imdicales change - MO, PUBHC SERVICE GUM*

DA'TE OF [89UE __April 27, 1992 May 27, 19
: month ﬂlj‘ yaap ) HA’TE EFFEBTI?E fenth an_r ¥ear 2
R, 1 AL S !
IﬂHiIED IlY"“_ ‘\1\- = q: o Fr&siﬂent, P-D- BDK Tnl?, JefTrrann it
name of pillcer Eltle
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FORM NO. 13 P.8.C. MO, No. 2 _ fOrigingl « Mo SER 1’
| { ] } SHEET HNa,
Cancelling P.5.C.MO. No, evicus Schedulesf Origital | gy ET No,
26 d i

iy R
cﬂ']ii”ﬂl YR I, For Missouri Certificated Service Area
Name al Issuing Corporation Communlty, Town or Gliy

Gewer Division

e e oy W

i

Fules and Regulations N
Governing fendering of Bervice [igeley AL

how I

T o

[ SRR (WL SRS NN AL )

H PRt e t o
PR B R O o RSN [C AL SR Y

; i
Rule 4 RPPLICATIONS FOR SEWEA SERVICE {continued?

sanitary sewerage 4aystem. Such percentapge,
when zo determined, shall then constitute the
batis of sewerage sarvice chargpes, pravided,
however, that the Company in |Its discretion
may regulire or permlt the installation af
additional meters st the exHpense of the
Custemer or other intevested party 1in such a
manner as to determine the guantity of water
actually entering the sewerage system, in
which case the guantity of water actually
entering the sanitary sewage system shall be
used to deteprmine the sewer charge.

(j) The Company may require the Customer tp per—- <=j—
lpdically verify the accuracy of any Customer
supplied water mebter used in determining the
Custonmer's discharge tp the sewer system.

FILED
*Indicales new rate op text %ﬂf "2711%9%

+intlenles change 0. PUBOG SERVIGE cuurﬂ.
DATE OF 18SUE.__Aoril 27, 1082
3 mantl Jlj{_ year DATE EFFEET]UE_MH;:;unth ﬁa";'? '3:}5%
isslED Y RSO ! R President, F.0. Box TO17, Jeffrerann Gity,
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FORM NO. 13 P.5.C.MO. Ng 2 {D‘Hglnnl 8K
abd, Lty &3 [ . 2 EET Mo, 2RFR EE
- HEEEEE} ==

Cnncelling P.8.C.MO, No._ALl Frevious Schedule: ﬂﬂslﬂﬂl} SHEET No.

Capitel Utilities, Inc. ;
b 2 e sk For Misscuril Certificsted Service Area
Neme of Isguing Corperation Communily, Town or Clly

Sewer Division

ﬁulea and Regulations
Governing ?enﬂEr1ng of Bervice

Rule 3 BILLE FOR SERVICE

1:..1, "J.- 4 .

fal The charpes for seswWer service shall be at the
rates specified in the applicable tariffs on
file with the Miesourl Public Service
Coammission. The point of dssumption of sewer
seryice shall] be at the servirce connection.
Bervice charges for cennection ar
disconnection arg set forth in the Schedule
of Bervice Charges.

{hi A Customer wha has made application for ser- ﬁEF*‘
vice to a premises shall be held liablie for [
2ll serviece furnished to such premises until
the rcustomer notifies the Company in writing
to discontinue service.

{e} A Customer is liable far payment for all <5—
service &charges for spwar cervice to a
premisss fromp the date of econnection until
the date of disconnecticn. At least five IS5}
days prior Eo disconnection, the Customer
shall notify the Campany of the date, place,
and time of Bisconnection.

(d) Bitlae far sewer service will be mailed ar
delivered to the Customer's last address as
shown by the records of the Company, prior to
the first of the billing periocds but failure
ko receive the bill will not relieve the
Customer from the obligation to pay the same.

fe Payments shall be made at the office af the
Company or at surh other places sonveniently
lccated as may be designated by %he Company
or by ordinary mail. Hawever, payrent must
be received by the close of business on FﬁEE
I date due.

MAY. 27
*Imdicnies new rale or text 1&5
*Indleries changa MQ. PUBLIC SERY CﬂMN.
DATE OF I1s9UF L Apyil 27, 1992 it
: acyore] e £ yeRr DATE EFFECTIVE il 82
i . Wy . Ei .
(R IR \\\ ‘-:l“f‘x' EL“ Werh, - Presidenb, P.Q. Box TN
namea of ofllcer titls
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P.5,C.MD, Na, e {Drlglnn.l
SHEET No.SRI_3t
. } T No.,

Cnncelling P.S.C.MO. Na. MB{ Uﬂg’""’} SHEET No.______

Capital Utilitigs, Inn.

Nnme of Imsning Corparation

For i Certificoted Service Aren

Sever Division

Community, Town or Clby

Rules and Fegulations e

Governing Rendering of Service

-
e ]

(f)

‘gl

thl

Lj?

Rule 9 BILLE FOR SERVICE {continued)

*Indicalens new rate or text
+lndicates change

=
skl T

B separate bill =shall be rendered for &ach
Customer's pewer service,

The Company shall have the right to render
bills in advance of the billing period and
such bills shall be due and payable an  the
due date indicated on the bill., The Company
shall have the right te charge Customers en a
billing period basia in arrears when the
sewer charges are based on water usage.

fleither the Company nor the Customer will be
hound by bBills rendered under mistake of fact
as to the guantity of service rendered or sas
a rezsult of clerical error.

All bills for sewer service become delinguent
after the due date stated on the bill and, as
guchy; are subject to a 'delinquent charge as
noted in the Behedule of Service Charges.
Service may be discoantinued thirty {38) davs
after wreitten netice by certified mail fron

the Companv, The Company shall have the
right to charge to the Customer®s account
reasonable casts and feos incurved in

eollecting the delingquent amount.

Hhan bills are rendereg for a periaod pf less
than a complete billing pericd due &o the
connection pr termination of service, the
billing &hall be the monthly @inimum Service
charge amount based on the water used at the
commedity (water usagel Fate. If a flat rate
service rcharge systém is applicable, the

billing stall be for the prnpurtinnat?m

Hy 279

MO. PUBLIC SERVICE GOMM.

of the billing periocd charge.

PATE OF ISSUE

ISSUED 1Y ~'\‘I\‘J&:""‘ﬂ %

April 27, 1992
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. | Orlginal SRR 33
{ } SHEET No, J
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Capital Utilities, Inec. : : F
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Rule & PILLS FOR SERVICE {continued) .
(k) The landlord or leaser thall be consideved -

the Customer wveceiving sewer service for all
rented or leased muiti~family dwellings. The
sewer service billinp for each wnit within
the multi-Tamily dwelling will be szent to the
landlard or leacer whp is  then veeponsible
for pavment.

i1} I¥f a Customer is a tenant residinp in a ﬁﬁﬁﬂ"
single family dwelling, the Company will
require the owner of the property ta be
ultimately responuible for payment of bills
fFor service, provided the Company has made
reasonable and timely efferts to collect
bills due fraom the Custpmer. ALl notices af
delinquent biils or disconnection shall also
be sent to the owner pf the property.
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