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Staff’s Response to the 

Recommendation of the Office of the Public Counsel
Comes Now the Staff of the Missouri Public Service Commission by and through counsel, and for its Response to the Recommendation of the Office of the Public Counsel states to the Missouri Public Service Commission ("Commission") as follows:

1.
On May 21, 2004, the Office of the Public Counsel filed its recommendation in this case.  In its recommendation, among other things, the OPC proposed that Timber Creek Sewer Company be required to "true-up" its customer numbers for the purpose of calculating its customer rates, from the number used by the Commission Staff in its revenue and rate calculations (637) to the number existing on April 15, 2004.

2.
The OPC's proposal is premised on an unverified statement by an employee of Platte County Planning and Zoning that there have been 60 single-family building permits issued in Timber Creek's service areas between January 1, 2004 and May 21, 2004.  Additionally, there is no information in the OPC's recommendation regarding the actual number of new customers, if any, that may now exist in Timber Creek's service areas.

3.
The Staff does not believe that the Commission should implement the OPC's proposed customer number update for two reasons.

First, the OPC's proposal represents an isolated adjustment of only one component of the many components used to calculate Timber Creek's proposed customer rates.  The Staff believes this violates the "matching principle" normally used in rate case "true-ups."  The Staff also notes that in this situation the proposed isolated update would be solely to the detriment of Timber Creek.

Second, the OPC's proposal does not recognize the fact that Timber Creek's total cost of service will not be recovered through the currently proposed rates, nor that the total cost of service would still not be recovered through the proposed rates even if all 60 building permits represented new customers – which is highly unlikely.  (As noted in the Staff recommendation filed on May 21, 2004, Timber Creek's total cost of service, as agreed upon by the Staff and Timber Creek and unchallenged by the OPC, could have justified a substantially higher increase in Timber Creek's annual operating revenues than what it requested in its small company rate increase request.  When taken in the context of Timber Creek's total cost of service, updating the customer numbers as proposed by the OPC would result in an "undercollection" of approximately $33,825 in Timber Creek's cost of service at the currently proposed rates, whereas there would be an undercollection of approximately $45,705 if the customer numbers are not updated.)  While the Staff believes that companies should be limited to the annual operating revenues increases that they request, it also believes consideration of the difference between the requested increase and the increase that would be required to recover the full cost of service is appropriate, in this instance, in light of the OPC's proposal for the isolated customer number true-up.

4.
Implementing the OPC's proposed isolated customer number true-up would not have a significant impact on Timber Creek's proposed rate for recovering increased annual operating revenues of $80,000, even if all 60 building permits represent new customers.  (Sixty new customers would reduce the proposed rate by $0.91 per customer per month.)

Wherefore, the Staff respectfully requests that the Commission issue an order in this case that is consistent with the recommendations that the Staff filed in this case on May 21, 2004.
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Keith R. Krueger

� The Staff does not object to a second proposal in the OPC's recommendation, in that it is similar to one of the Staff's recommendations in this case.
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