BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Missouri-American Water )
Company’s Request for Authority to Implement ) Case No. WR-2008-0311
A General Rate Increase for Water and Sewer ) SR-2008-0312

Service Provided in Missouri Service Areas. )

UNANIMOUS
STIPULATION AND AGREEMENT

COME NOW Missouri-American Water Company (MAWC or Company), the Staff
of the Missouri Public Service Commission (Staff), the Office of the Public Counsel
(Public Counsel), AG Processing Inc. (AGP), Missouri Energy Group (MEG), Public
Water Supply District Nos. 1 and 2 of Andrew County and Public Water Supply District
No. 1 of DeKalb County (Water Districts), Missouri Industrial Energy Consumers
(MIEC), Metropolitan St. Louis Sewer District (MSD), City of Joplin (Joplin), City of
Riverside (Riverside), Missouri Gaming Company (MGC) and the Utility Workers
Union of America Local 335, AFL-CIO (Local 335), and respectfully state to the Missouri
Public Service Commission (Commission) that, as a result of negotiations, the
undersigned parties (Signatories) have reached the stipulations and agreements
contained herein.

1. Issues Settled. This Stipulation and Agreement is intended to settle
among the Signatories for purposes of the above captioned cases all issues previously
identified by some or all of the Signatories through testimony and or schedules in both

Case No. WR-2008-0311 and Case No. SR-2008-0312, except for the MSD Rate



issue.! If this Stipulation and Agreement is approved by the Commission, the
Nonunanimous Stipulation and Agreement as to Certain Issues filed on October 29,
2008, and the Second Nonunanimous Stipulation and Agreement as to Certain Issues
filed on October 31, 2008, are superseded by this Stipulation and are of no effect. The
Signatories recommend that the Commission accept this Stipulation and Agreement as
a fair compromise of their respective positions on all issues.

2. Party Not Objecting. While it is not a Signatory, the City of Jefferson has
affirmatively stated to the Signatories that it has no objection to this Stipulation and
Agreement and does not request a hearing concerning the matters resolved by this
Stipulation and Agreement.

3. Annual Revenue Requirement. In settlement of the above issues, the
Parties agree that the Company’s annual revenue requirement for purposes of these
cases is $225,271,638. In order to achieve this revenue requirement, the Parties agree
that the Company’s base rates shall be increased by $34,471,092 annually, for service
rendered on and after November 28, 2008, or as soon thereafter as is reasonably
practicable. Revenue amounts referenced in this paragraph are exclusive of any
applicable license, occupation, franchise, gross receipts taxes or other similar tax or

taxes.

! The MSD Rate issue is addressed by the Stipulation and Agreement Between
MAWC and MSD, filed with the Commission on September 17, 2008. Public Counsel
filed an objection to the Stipulation and Agreement Between MAWC and MSD, but has
since filed an amended response and statement of no objection. No other party
objected to Stipulation and Agreement Between MAWC and MSD. If this Stipulation
and Agreement is approved by the Commission, the Signatories agree that the
Commission may treat the Stipulation and Agreement Between MAWC and MSD as
unanimous.



4. Rate Design/Cost of Service. Rates will be designed using the following
parameters:

A) The Signatories agree that the revenue increase established in this case
shall be allocated to each District as shown in Appendix A attached hereto.

B) Class revenues, to include fire services, shall be increased or decreased
in equal percentages within each district, except for information services provided to
MSD, the rate paid by Triumph Foods in St. Joseph, Rates H and G-1 in St. Louis and
all non-tariff revenues.

C) For purposes of Rate Design, the Signatories will use the agreed to billing
determinants attached hereto as Appendix B.?

D) The Signatories agree that the St. Louis and St. Charles rate districts shall
be merged using St. Louis County’s rate structure and shall thereafter be known as the
St. Louis Metro District.

E) The new rates to be filed as a result of this Stipulation and Agreement will
reflect an equal percentage increase or decrease, as appropriate, for both customer
charge revenues and volumetric revenues for Residential and Commercial rates for all
districts.

F) Equal percentage adjustments shall be made to existing customer
charges within each district.

G) The Parkville water district will retain uniform rates across customer

classes.

2 Appendix E attached hereto identifies the present rate revenues to be used for
the St. Joseph District and the percentage reduction to be applied to each of the rate
elements; provided, however, that the residential volumetric charges will be further
modified to a single rate block.



H) In all water districts, other than the Parkville District, the Residential class
rates will move to a single block rate.

) In all water districts, other than the Parkville District, non-Residential
customer classes will receive an equal percentage increase or decrease to the current
block rates (to include Rate A in the St. Louis Metro District).

J) The usage block descriptions found in MAWC's tariffs shall be adjusted,
as necessary, to reflect consistent units of measure.

5. Pension/FAS 87 Tracker Mechanism and OPEB/FAS 106 Tracker
Mechanism. The Company and Staff agree that MAWC will continue to use the
Pensions/FAS 87 and OPEB/FAS 106 “Tracker Mechanisms” as established in the
stipulation approved by the Commission in Case No. WR-2007-0216, and as further
described in the attached Appendix C. The current case (Case No. WR-2008-0311)
revenue requirement will include the amortization of the tracker balances at the true-up
date (September 30, 2008) amortized over a five year period, with the unamortized
tracker balances to be included in rate base as regulatory assets or regulatory
liabilities, as appropriate.

The cost for FAS 87 of $4,615,665 (after application of a payroll expense O&M
allocation factor as calculated at September 30, 2008, based upon MAWC's Payroll
Model) and the cost for FAS 106 of $4,315,012 (after application of a payroll expense
O&M allocation factor as calculated at September 30, 2008 based upon MAWC'’s
Payroll Model) will be used as the starting point for a new “vintage” of Pensions/FAS 87
and OPEB/FAS106 Tracker Mechanisms, respectively, at the time new rates in the

current case become effective. The subsequent tracker balances resulting from this



case will start to be booked in the month following the true-up date in this rate case and
will continue to be booked until the later of the test year ending date, test year update
period ending date or the true-up date in the Company’s next rate case. The new
tracker balances resulting from this case (Case No. WR-2008-0311) will be amortized
over a five year period beginning on the first day of the month following implementation
of new rates in the Company’s next rate case. Any unamortized tracker balances will be
included in rate base as a regulatory asset or liability, as appropriate. Nothing in this
agreement is intended to impair the ability of any party in the Company’s next rate case
proceeding to challenge the prudency of the Company’s calculated levels of pension
and OPEB expenses that it proposes to recover from the tracker mechanisms.

6. OPEB Permanent Investment. The Signatories agree that MAWC will
amortize the OPEB "permanent investment” from Case No. WR-95-205 to expense for
ratemaking purposes over a period of not less than five years. The amortization will
begin with the first month that new rates become effective as a result of Case No. WR-
2008-0311.

7. Tank Painting Tracker. The Signatories agree that MAWC will continue
the regulatory asset or liability for tank painting and inspection expense previously
established in Case No. WR-2007-0216. The regulatory asset or liability will increase or
decrease each year by the same amount that actual tank painting and inspection
expense is either greater than or less than $1,000,000. The tracker will be maintained
through the effective date of the rates established in the next general rate proceeding.
The method of recovery of any amounts accumulated (under or over) will be determined

in the next general rate proceeding.



8. Call Center Records. MAWC agrees to begin reporting monthly all data
it presently reports to the Staff and the Office of the Public Counsel on a quarterly basis,
including all call center performance metrics beginning with January 2009 data. In
addition, the Company agrees to inform the Staff and the Office of the Public Counsel of
all future operational and technological changes that may be utilized by either of its call
centers in Alton, Illinois or in Pensacola, Florida such as the implementation of virtual
hold technology, the ability to record all calls coming into the centers, enhancements in
the call routing process or other significant changes.

9. Customer Records Information. MAWC agrees to retain, through each
subsequent rate case, monthly customer records information that would provide to the
parties the number of customers for each customer class and meter size. This
information will be made available to any party requesting such information in the
context of a rate case. The company will not object to Staff, Public Counsel or any
other requesting party retaining such information for use in future rate cases provided
the designated level of confidentiality of the information is maintained.

10. Bad Debt/Recovery Tracking. MAWC agrees to track actual bad debt
write-offs and recoveries separately for each operating district within MAWC.

11. Infrastructure System Replacement Surcharge (ISRS). As required by
statute and Commission rule, MAWC's current ISRS shall be reset to zero upon the
effective date of new rates in this proceeding. The Signatories agree that, for any ISRS
filings implemented between the date new rates are established in this proceeding and
the effective date of new rates established in the Company's next general rate case

proceeding, the overall rate of return shall be computed by utilizing a 10% return on



common equity and the Company's capital structure filed in this case. Plant in service
additions to be included in a future ISRS may include those additions placed in service
after September 30, 2008.

12. Depreciation. The Signatories agree that MAWC shall be authorized to
continue to use the depreciation rates authorized by the Commission in Case No. WR-
2007-0216 (attached hereto as Appendix D), as to all of its operating districts.

13. Class Cost of Service Studies. The Company will perform a Class Cost
of Service study for each district and file it as part of the Company’s next rate filing.

14. Work Papers. The Company will provide to Staff, Public Counsel and any
other requesting signatories with its next rate filing, complete copies of the work papers
relating to any cost studies submitted as a part of its rate filing. The Company will also
make copies of any or all of these work papers available upon request to other parties
to this agreement.

The work papers provided will include both the input data and the computations
in sufficient detail that the Company’s results are replicable. The work papers shall be
provided in executable, electronic format, that is accessible by readily and commercially
available software, preferably EXCEL.

To the extent the Company does not functionalize costs consistent with the
NARUC USOA, the Company will provide a schedule matching the accounts used to
the NARUC USOA accounts.

15. City of Riverside. MAWC and the City of Riverside agree to work
together informally to address issues relating to infrastructure and fire flows in the City

of Riverside.



16. Triumph Foods, LLC. MAWC agrees to not oppose a Public Counsel or
Staff request for a Commission review of the continued appropriateness of the
alternative rate set forth in the Contract for Retail Sale and Delivery of Potable Water
between MAWC and Premium Pork, LLC (now known as Triumph Food, LLC), with the
purpose of such review being to determine whether the alternative rate continues to be
in the best interest of all customers in the Company’s St. Joseph service area.

17. Customer Classifications and Cost Studies. The Company shall agree
to participate in a collaborative working group formed in order to perform a review of
cost of service issues. This review will be completed within ninety (90) days of the
effective date of new rates in this case. The review will identify information and studies
the Company shall provide with the filing of the next rate case or upon completion of the
studies as agreed to by the collaborative working group or ordered by the Commission.
This will include the following issues:

A) The collaborative working group will consider the appropriate tariff
classifications and customer classes to use for the purposes of class cost of service for
districts other than the St. Louis Metro district. Class descriptions as determined by the
collaborative shall be added to tariffs.

B) The collaborative working group will address the availability and cost of
providing district specific information for all districts on:

- Class average use by class, by existing districts;

- Maximum factor use by class, by existing districts; and,

- Peak factor use by class, by existing districts.



C) The collaborative working group will address the availability and cost of
providing district specific cost studies for all districts including:

- Meter cost study;

- Service Line cost study;

- Meter Reading cost study;

- Billing cost study; and,

- Customer Promotion and Advertising cost study.

D) The collaborative working group will address the availability and cost of
providing an Outside Contractor Work cost study limited to the St. Louis County
operations of MAWC.

Any stakeholder may participate in the collaborative working group. Participants
shall make good faith efforts to reach consensus regarding the issues to be reviewed by
the collaborative working group. If consensus cannot be reached within ninety (90)
days of the effective date of new rates in this case, any unresolved matter may be
brought to the Commission for resolution. In such situation, the parties agree to ask the
Commission to consider the matter in dispute in an expedited manner.

Parties to the collaborative working group agree not to oppose recovery of
prudently incurred costs associated with any studies that are ultimately conducted as a
result of the agreement of the collaborative working group or as may be ordered by the
Commission.

Contingent Waiver of Rights

18.  This Stipulation and Agreement is being entered into solely for the

purpose of settling the identified issues in the cases that are listed above. Unless



otherwise explicitly provided herein, none of the Signatories to this Stipulation and
Agreement shall be deemed to have approved or acquiesced in any ratemaking or
procedural principle, including, without limitation, any method of cost determination or
cost allocation or revenue-related methodology. Other than explicitly provided herein,
none of the Signatories shall be prejudiced or bound in any manner by the terms of this
Stipulation and Agreement in these or any other proceeding regardless of whether this
Stipulation and Agreement is approved.

19.  This Stipulation and Agreement has resulted from extensive negotiations
among the Signatories and the terms hereof are interdependent. If the Commission
does not approve this Stipulation and Agreement unconditionally and without
modification, then this Stipulation and Agreement shall be void and no Signatory shall
be bound by any of the agreements or provisions hereof, except as explicitly provided
herein.

20. If the Commission does not approve this Stipulation and Agreement
without condition or modification, and notwithstanding the provision herein that it shall
become void; neither this Stipulation and Agreement nor any matters associated with its
consideration by the Commission shall be considered or argued to be a waiver of the
rights that any Party has for a decision in accordance with 8536.080 RSMo 2000 or
Article V, Section 18 of the Missouri Constitution, and the Signatories shall retain all
procedural and due process rights as fully as though this Stipulation and Agreement
had not been presented for approval, and any suggestions, memoranda, testimony, or
exhibits that have been offered or received in support of this Stipulation and Agreement

shall become privileged as reflecting the substantive content of settlement discussions

10



and shall be stricken from and not be considered as part of the administrative or
evidentiary record before the Commission for any purpose whatsoever.

21. Inthe event the Commission accepts the specific terms of this Stipulation
and Agreement without condition or modification, the Signatories waive their respective
rights to present oral argument and written briefs pursuant to §536.080.1 RSMo 2000;
their respective rights to the reading of the transcript by the Commission pursuant to
RSMo 8536.080.2 RSMo 2000; their respective rights to seek rehearing, pursuant to
8536.500 RSMo 2000; and their respective rights to judicial review pursuant to
§386.510 RSMo 2000. Further, in the event the Commission accepts the specific terms
of this Stipulation and Agreement, all prefiled testimony not yet admitted into evidence
shall be received into evidence without the necessity of the witnesses taking the stand.
The waivers contained in this paragraph apply only to a Commission order approving
this Stipulation and Agreement without condition or modification issued in this
proceeding and only to the issues that are resolved hereby. It does not apply to any
matters raised in any prior or subsequent Commission proceeding nor any matters not
explicitly addressed by this Stipulation and Agreement.

WHEREFORE, for the foregoing reasons, the undersigned Parties respectfully

request that the Commission issue its Order approving all of the specific terms and
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conditions of this Stipulation and Agreement.

Respectfully submitted,
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Chrlstlna L. Baker #58303
Senior Public Counsel

P O Box 2230

Jefferson City, MO 65102
(573) 751-5565

(573) 7561-5562 FAX
christina.baker@ded.mo.gov

ATTORNEY FOR THE OFFICE OF
THE PUBLIC COUNSEL

P@‘(A@T

William R. England, Il MBE#23975
Dean L., €00 #36592
BHYDDN;’SWEARENGEN &
ENGLAND P.C.

312 East Capitol Avenue

P.O. Box 456

Jefferson City, MO 65102-0456
(573) 635-7166

(573) 634-7431 (fax)
trip@brydonlaw.com
deooper@brydonlaw.com

ATTORNEYS FOR THE MISSOURI-
AMERICAN WATER COMPANY
COMMISSION

FINNEGAN, CONRAD &
PETERSON L.C.

3100 Broadway, Suite 1209
Kansas City, Missouri 64111
(816) 753-1122

Facsimile (816)756-0373
Internet: stucon@fcplaw.com
ATTORNEYS FOR AG
PROCESSING INC.

Byron E.¥Francis #23982 Al
ARMSTRONG TEASDALE LLP
One Metropolitan Square, Suite 2600
St. Louis, MO 63102

(314) 621-5070

(314) 621-5065 (Facsimile)

ATTORNEYS FOR THE
METROPOLITAN ST. LOUIS
SEWER DISTRICT

General Counsel
Shelley Syler Brueggemann # 52173
Attorney

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

(573) 751-2690
(573) 751-0285 (fax)
Kevin.Thompson@psc.mo.qov
ATTORNEYS FOR THE STAFF OF
THE MISSOURI PUBLIC SERVICE

rﬁ\o\ //) /dpw:; fuc*féiﬁamg

| . Conrad, Mo. Bar #23955@ Lisa C. Langeneckert#-’v}g?ﬁi

SANDBERG PHOENIX, ET AL 4*-“3%;( /¢
& VON GONTARD, P.C. N

One City Centre, 15th Floor

515 North Sixth Street

St. Louis, MO 63101-1880

(314) 446-4238

llangeneckert@spvg.com

ATTORNEYS FOR THE

MISSOURI ENERGY GROUP
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Larry W. Dority #25627 { BLITZ, BARDGETT & DEUTSCH, L.C.

FISCHER & DORITY, P.C. di{'" 308 E. High Street, Suite 301

101 Madison Street, Suite 400 Jefferson City, MO 65101

Jefferson City, MO 65101 (573) 634-2500

(573) 636-6758 (voice) (573) 634-3358 (fax)

(573) 636-0383 (fax) mellinger@blitzbardgett.com
jffischerpc@aol.com

ATTORNEYS FOR WATER ATTORNEYS FOR CITY OF JOPLIN

DISTRICT INTERVENORS

/Qm IUMonfide, O B,

Diana M. Vuylsteke #42419 f/ Joseph R. Bednar, Jr. #3392
/

BRYAN CAVE, LLP i John W. McClelland #32607 Li )
211 N. Broadway, Suite 360 Matthew D. Turner ~ #48031 N\
St. Louis, Missouri 63102 ARMSTRONG TEASDALE LLP

Telephone: (314) 259-2543 3405 W. Truman Boulevard

Facsimile : (314) 255-2020 Suite 210

E-mail : dmvuylsteke@bryancave .com Jefferson City, MO 65109
ATTORNEYS FOR THE MISSOURI  (573) 636-8394

INDUSTRIAL ENERGY {(573) 636-8457 (fax)
CONSUMERS jbednar@armstrongteasdale.com
ATTORNEYS FOR CITY OF RIVERSIDE
AND MGC

’ " , 24 {
Sherrie A. Schroder, MBN 40949 {.>>,,5{L C
Michael A. Evans, MBN 58583
HAMMOND, SHINNERS, TURCOTTE,
LARREW and YOUNG, P.C.
7730 Carondelet Avenue, Suite 200
St. Louis, Missouri 63105
(314) 727-1015 (Telephone)
(314) 727-6804 (Fax)
mevans@hstly.com(E-mail)
ATTORNEYS FOR UTILITY WORKERS
UNION OF AMERICA LOCAL 335, AFL-CIO

13



CERTIFICATE OF SERVICE

| do hereby certify that a true and correct copy of the foregoing document has
been sent by electronic mail this 10" day of November, 2008, to:

Shelley Brueggemann Christina Baker

General Counsel’s Office Office of the Public Counsel
shelley.brueggemann@psc.mo.gov christina.baker@ded.mo.gov
Michael A. Evans Marc H. Ellinger

Hammond, Shinners, et al. Blitz, Bardgett & Deutsch
mevans@hstly.com mellinger@blitzbardgett.com

saschroder@hstly.com

Stuart Conrad Lisa C. Langeneckert

Finnegan, Conrad & Peterson Sandberg, Phoenix & von Gontard, P.C.
stucon@fcplaw.com llangeneckert@spvg.com

Joseph P. Bednar, Jr. James M. Fischer

Armstrong Teasdale LLP. Fischer & Dority
jbednar@armstrongteasdale.com ffischerpc@aol.com

imcclelland@armstrongteasdale.com  Iwdority@sprintmail.com

Diana M. Vuylsteke
Bryan Cave, L.L.P.
dmvuylsteke@bryancave.com

Byron E. Francis Mark W. Comley
Armstrong Teasdale LLP Newman, Comley & Ruth
bfrancis@armstrongteasdale.com comleym@ncrpc.com

jpednar@armstrongteasdale.com
jlevey@armstrongteasdale.com

LA
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