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STAFF’S STATEMENT OF POSITIONS ON ISSUES

COMES NOW the Staff of the Missouri Public Service Commission, by and through counsel, and, for its Statement of Positions regarding the Proposed List of Issues filed herein on May 14, 2002, states to the Missouri Public Service Commission as follows:

Issue No. 1:
 Should the Commission expressly adopt the four criteria proposed by the Staff for this Accounting Authority Order application?

Staff’s Position:  Yes.


A.
Do Staff’s proposed criteria constitute an unlawful change in statewide policy because such change would not be made through a rule making proceeding?

Staff’s Position:  The Staff’s proposed criteria do not constitute a request for a change in statewide policy, and therefore they are not unlawful.

B.
If the Commission adopts the Staff’s four criteria, then:


(1)  Are the costs incurred and which are sought to be deferred in this proceeding at least 5% of MAWC’s regulated Missouri income, computed before extraordinary items?

Staff’s Position:   Based upon the evidence presented in the Staff’s direct testimony, they are not.  However, the Staff is currently reviewing additional information received from MAWC since the Staff’s filed its direct testimony, to further evaluate whether the costs that MAWC seeks to defer through the AAO are at least 5% of MAWC’s regulated Missouri income.

(2)
Are MAWC’s current rates inadequate to cover the event (i.e., are MAWC’s existing rates sufficient to cover the extraordinary cost and still provide MAWC with a reasonable expectation of earning its authorized rate of return)?

Staff’s Position:  The Staff does not contend that MAWC’s current rates are adequate to cover the alleged extraordinary event.

(3) (a)
[Did the expenses result from] an extraordinary capital addition that is required to insure the continuation of safe and adequate service in which unique conditions preclude recovery of these costs through a rate case filing? 

Staff’s Position:  There are no unique conditions present that would preclude recovery of security-related capital addition costs through a traditional rate case filing.

(3) (b)
[Did the expenses result from] an extraordinary event that is beyond the control of the utility’s management?
Staff’s Position:  No.  Although the events of September 11 were extraordinary in some respects, the security expenses for which MAWC seeks deferral do not constitute an extraordinary expense.  Security expenses are on ongoing cost to MAWC.  The recent upgrades to MAWC’s security processes after the September 11 events are a result of management decisions under MAWC’s control.  

(4)  Is there a sufficient reason why MAWC cannot recover the costs resulting from these expenditures through the normal rate case process?
Staff’s Position:  No.

C.
If the Commission does not adopt Staff’s four criteria as requirements to granting an AAO, are the costs incurred by MAWC to increase security measures subsequent to the events of September 11, 2001, “extraordinary, unusual, unique and non-recurring”?

Staff’s Position:  No. The costs incurred by MAWC to upgrade security measures are not extraordinary, unusual, unique or nonrecurring.

Issue No. 2:  In light of the above, should the Commission grant to MAWC an Accounting Authority Order to defer recognition of the costs it incurred and attributed to increased security needs after the terrorist attacks of September 11, 2001 in New York City and Washington, D.C.?

Staff’s Position:  No.

Issue No. 3:  If the Commission grants MAWC an Accounting Authority Order:

A.
What conditions, if any, should be reflected in the Commission’s order?

Staff’s Position:  If the Commission grants deferral authority, it should require MAWC to file a rate case within 90 days after the AAO is issued.  If MAWC does not file a rate case within 90 days, then the Commission should order MAWC to end the deferral and to expense any costs that have been deferred to that point.

B.
Should the Commission make any indications regarding future ratemaking treatment of the deferred expenditures in the Commission’s order?  If so, what indications should the Commission make?

Staff’s Position:  No ratemaking findings or conclusions of any kind should be included in any AAO issued by the Commission for MAWC’s security costs.  


WHEREFORE, the Staff submits its Statement of Positions on Issues for the Commission’s consideration in this case.
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