STATE OF M SSCURI
BEFORE THE PUBLI C SERVI CE COWM SS| ON

In the Matter of the Joint Appli-
cation of M ssouri-Anerican Water

Conmpany, St. Louis County Water

Conpany d/ b/a M ssouri-Anmerican WO 2002- 273
Wat er Conpany and Jefferson Gty

Wat er Wor ks Conmpany d/b/a M ssouri -

Ameri can Water Conpany for an ac-

counting authority order relating

to security costs.

STATEMENT OF POSI TI ON
OF ST. JOSEPH | NDUSTRI AL | NTERVENORS

MOTI ON FOR | FAVE TO LATE FI LE BY ONE DAY

COVE NOW Ag Processing Inc. a Cooperative, Friskies
Petcare Division of Nestle' Inc., and Wre Rope Corporation of
Anerica, Inc. ("St. Joseph Industrial Intervenors") and for their

St atenent of Position herein state:

| SSUE 1: Shoul d the Conm ssion expressly adopt the
four criteria proposed by the Staff for this Accounting

Aut hority Order application?

I ndustrial Intervenors' Position: Yes. The four
criteria that are proposed by Staff are a hel pful clarification
of existing Conm ssion decisions and provide a useful analytic
framework to decide this and other cases involving requests for

AAGCs.

A Do the Staff's proposed criteria constitute an
unl awf ul change in statew de policy because such change
woul d not be made through a rul e-naki ng proceedi ng?

I ndustrial Intervenors' Position: No. Under Section
386. 310, the Commi ssion nay act in individual cases to resolve
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rel evant | egal issues or by a rul enaki hg proceedi ng. Advance
rul emaking is not required. Oten utilities attenpt to whi psaw
the Commi ssion by arguing in rate cases that the question is
"generic" and requires rulemaking treatment so that the particu-

lar utility is not "singled out,” then in rul enaki ng cases argue
that the Conm ssion should take no action to nake a generic rule
because each utility faces "uni que" circunstances. This is a

pl oy that the Comm ssion shoul d not abi de.

B. If the Conm ssion adopts the Staff's four
criteria, then:

(1) Are the costs incurred and which are sought to
be deferred in this proceeding at |east 5% of MAWC s
regul ated M ssouri income, conputed before extraordi-
nary itens?
I ndustrial Intervenors' Position: No. Based on the
evi dence adduced in this proceeding, the costs that are clai ned
do not neet the 5%criterion, even assum ng that they are other

W se uni que, extraordi nary and non-recurring costs. M ssouri -

Anerican has not met its burden of proof to satisfy this criteri

on.

(2) Are MMAWC 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 reasonabl e expectation of earning its authorized
rate of return)?

I ndustrial Intervenors' Position: No. No evi dence has
been presented that suggests that the costs associated with
upgraded security will prevent or hinder M ssouri-Anerican froma
reasonabl e opportunity to achieve its allowed rate of return. In

the past case, nore than adequate revenues (in these parties'
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view -- excessive revenues) were allowed the utility and there is
no denonstration of such peril by the utility. Mreover, under
the law, a utility is provided an opportunity to achieve its
return, not a guarantee.

» Did the expenses result from

(a) an extraordinary capital addition that is
required to insure the continuation of safe and ade-
quate service in which unique conditions preclude
recovery of these costs through a rate case filing, or

(b) an extraordinary event that is beyond the
control of the utility's managenent ?

I ndustrial Intervenors' Posi ti on: The expenses do not
neet either of these criteria.

la)  In this case, no damage to M ssouri rate base
property has occurred and all of the expenditures are the result
of decisions of Mssouri-American managenment. They do not result
fromconditions beyond the control of that managenent. An
anal ogy to an electric utility and an ice storm may be nade.
While an electric utility mght be inpelled to seek speci al
accounting treatnent for expenses incurred in repairing the
damage caused by an ice storm the sane electric utility would
not be permitted to seek special treatnent for tree-trinmm ng
expenses or ongoi ng right-of-way naintenance. The first case
i nvol ves the extraordi nary expenses associating with repair of
damage; the second involves the typical prudent maintenance
expenses that any electric utility should bear and that are

properly part of its test year nopdel ed expenses.
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(o) No facilities of this utility were danaged on
Septenber 11, 2001 and M ssouri-Anerican managenent nade the
deci si ons regardi hg what increased security neasures were appro-

priate in response.

(4 1s there a sufficient reason why MAWC cannot
recover the costs resulting fromthese expenditures
through the normal rate process?
I ndustrial Intervenors' Position: No. M ssouri -
American is not prohibited fromfiling a rate case at the present
time. Were such a rate case filed so that the expenses invol ved
in this proceeding were properly included in a test year period,
those expenses, if otherw se prudent, could be recovered.
C If the Commi ssion does not adopt Staff's four

criteria as requirenents to granting an AAOQ, are the
costs incurred by MAWC to increase security measures

subsequent to the events of Septenber 31, 2001, "ex-
traordi nary, unusual, unigue and nonrecurring?"
I ndustrial Intervenors' Position: No. Under the sane
anal ysis as noted above, these expenses do not qualify for
recovery through any special accounting procedures or rules.

_ | SSUE 2: In light of the above, should the Comm s-
sion grant to MAWC an Accounting Authority Order to

defer recognition of the costs it incurred and attrib
uted to increased security needs after the terrorist

attacks of Septenber 11, 2001 in New York City and
Washi ngt on, DC?

I ndustrial Intervenors' Position: No. As anal yzed
above, these expenditures do not neet the established tests for
speci al accounting treatnent without regard to the criteria

proposed by the Staff.

_ | SSUE 3: |If the Conm ssion grants MAWC an Account -
ing Authority Order:
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