  STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 15th day of July, 2004.

In the Matter of Timber Creek Sewer Company,
)
Case No. SR-2004-0532
Inc.’s Request for a Small Company Rate Increase
)
Tariff No.  YS-2004-1264
ORDER APPROVING SMALL COMPANY RATE INCREASE AND ACCOMPANYING TARIFF

This order approves a unanimous stipulation and agreement between the Staff of the Commission, the Office of the Public Counsel, and Timber Creek Sewer Company, Inc. regarding disposition of Timber Creek’s small company rate increase request.  It also approves depreciation rates for the company and approves a tariff implementing the agreed upon rate increase. 

On July 15, 2003, Timber Creek initiated a small company rate increase under Commission Rule 4 CSR 240-3.330.  Timber Creek requested a rate increase that would generate an additional $80,000 in annual sewer service operating revenues.  Timber Creek provides sewer service to approximately 672 customers in an unincorporated area of Platte County.  

On April 15, 2004, Timber Creek filed a tariff designed to increase its rates for sewer service.  Along with its tariff, Timber Creek filed a letter indicating that it had reached an Agreement Regarding Disposition of Small Company Rate Increase Request with the Staff.  Staff filed that agreement on April 19.  The Commission conducted a local public hearing regarding Timber Creek’s proposed rate increase at Platte City, on May 17.

On May 21, Staff filed a recommendation urging the Commission to approve Timber Creek’s tariff, the disposition agreement, and the depreciation rates attached to the disposition agreement as Attachment D.  Based upon its audit of Timber Creek’s books and records, an evaluation of the company’s depreciation rates, and an analysis of the company’s capital structure and cost of capital, Staff concluded that an $80,000 increase in the company’s annual sewer service operating revenues is necessary for the company to recover its cost of service.  Staff also recommended that Timber Creek be directed to investigate whether an agreement for obtaining the customer water usage data needed to develop a volumetric customer rate can be reached with the water service provider in its service areas, and, if so, the costs associated with such an agreement.  Staff also recommended that Timber Creek be directed to provide the results of that investigation to the manager of the Commission’s Water and Sewer Department within six months after this case is closed. 

Public Counsel filed a recommendation on May 21, indicating that it did not oppose the proposed agreement to increase the company’s revenue.  However, Public Counsel recommended that Timber Creek’s tariff be rejected and refiled to reflect updated information about the number of customers served by the company.  Staff and Timber Creek separately responded to Public Counsel’s recommendation on May 25.  Both Staff and Timber Creek opposed Public Counsel’s recommendation that the tariff be rejected and refiled with updated information about the number of customers to be served.  

Because of the disagreement among the parties, the Commission scheduled a conference for June 7, at which the parties were directed to discuss their disagreements.  To allow time for the conference to take place, the Commission suspended Timber Creek’s implementing tariff from June 1, until July 1.

Following the June 7 conference, the parties filed a unanimous stipulation and agreement on June 10.  In that stipulation and agreement, Staff, Public Counsel and Timber Creek agreed to accept the recommendations of Staff.  Public Counsel agreed to withdraw its proposed requirement that Timber Creek modify its tariff to reflect updated customer numbers.  In effect, the stipulation and agreement makes Staff’s recommendation the recommendation of all the parties.  

The Commission had further questions about the proposed rate increase and, in an order issued on June 23, directed the parties to appear before the Commission at its July 8 agenda meeting to answer those questions.  In the same order, the Commission further suspended Timber Creek’s tariff until July 31.

At the July 8 agenda meeting, Staff and representatives of Timber Creek explained that the company needs to increase its rates to earn a return on its investment in a new sewer treatment plant completed in 2001.  Largely because of its investment in a new sewer plant, Timber Creek’s ratemaking rate base increased from $0 in 2000 to $978,163 for purposes of this rate case.  Since Timber Creek’s rates have not increased since 1996, it is not currently earning a return on that substantial investment.  Staff’s calculations indicate that Timber Creek actually needs to increase its revenue by $125,270 per year to recover its total cost of service.  However, Timber Creek only requested an annual increase of $80,000, and that is the increase that is allowed by the unanimous stipulation and agreement.  

The Commission finds that the unanimous stipulation and agreement is reasonable and will be approved.  The Commission further finds that the disposition agreement between Staff and Timber Creek is reasonable, and will be approved.  Furthermore, Timber Creek’s tariffs, and the rates they establish, are just and reasonable and will be approved.  The Commission also finds that the depreciation rates proposed by Staff are reasonable and will order Timber Creek to utilize them.

IT IS THEREFORE ORDERED:

1. That the Unanimous Stipulation and Agreement of the Parties is approved.

2. That the Agreement Regarding Disposition of Small Company Rate Increase Request filed by Timber Creek Sewer Company, Inc. and the Staff of the Commission is approved.

3. That Timber Creek Sewer Company, Inc. is directed to comply with the terms of the Agreement Regarding Disposition of Small Company Rate Increase Request.

4. That Timber Creek Sewer Company, Inc. is directed to investigate whether an agreement for obtaining the customer usage data needed to develop a volumetric customer rate can be reached with the water service provider in its service areas, and if so, the costs associated with such an agreement.

5. That Timber Creek Sewer Company, Inc. is directed to provide the results of the investigation ordered in paragraph 4 to the manager of the Commission’s water and sewer department no later than January 1, 2005.  The report does not need to be filed in this case file.    

6. That the following tariff sheets filed by Timber Creek Sewer Company, Inc., and assigned Tariff File No. YS-2004-1264, are approved for service on or after July 31, 2004:
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 1st Revised Sheet No. 4, Canceling Original Sheet No. 4

Original Sheet No. 5A

7. That the depreciation rates attached to the Agreement Regarding Disposition of Small Company Rate Increase Request as Attachment D are approved and such depreciation rates are to be used by Timber Creek Sewer Company, Inc.

8. That this order shall become effective on July 31, 2004.

9. That this case may be closed on August 1, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Gaw, Ch., Murray, Clayton, Davis and Appling, CC., concur
Woodruff, Senior Regulatory Law Judge
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