BEFORE THE PUBLIC SERVICE COMMISSION

 OF THE STATE OF MISSOURI

In the Matter of Foxfire Utility
)

Company Water Rate Increase
)
Case No. WR-2002-1162

Request.



)
Tariff NO. 2002 00557 (Water)

REPORT OF THE OFFICE OF THE PUBLIC COUNSEL


COMES NOW, the Office of the Public Counsel, and respectfully files this report, as requested by the Missouri Public Service Commission, in its Order of November 15, 2002.  In the order of the questions posed in that order concerning the rate increase request, Public Counsel hereby provides the information in its possession to answer the Commission.  In addition, Public Counsel will attempt to share its perspective on the reason for not opposing this particular rate increase.


1) How has Foxfire handled the quality of service concerns raised in the customers letters and telephone calls made to the Public Counsel and the Staff?

Public Counsel has contacted the Staff regarding issues related to service quality.  The Staff informed Public Counsel that the Company has stepped up its repairs of leaks and other problems as they occur on the Spring Branch system, but that some of the problems will continue until the system is replaced. 


2) What has Foxfire done to assure the Commission that it will operate the company in a manner that will guarantee quality service to its customers?

Public Counsel spoke to Mrs. Helms at the Company about concerns regarding how customers were treated at the time that the second notice was issued, and she indicated that she and other persons taking customer calls would take care to avoid sounding rude.  The Staff has informed Public Counsel that the Company is taking steps to address repair issues in a more timely fashion. 


3) Why is it necessary for Foxfire to have such a large rate increase?

In reviewing the results of the staff’s audit of this company, Public Counsel found a few small items which we believed should be disallowed.  The cost of a hearing would far outweigh the benefits of disallowing those items.  However, the majority of the staff’s findings in the audit supported the agreement between the staff and the company.  In this particular case, there were a number of meetings before a settlement was reached, as the parties discussed what items should and should not be included in rates.  Public Counsel has not taken a position regarding whether the Commission should adopt the agreement between the Staff and the Company because of the dissatisfaction of the customers.  However, Public Counsel has been unable to obtain sufficient information to support a challenge to that agreement.


Part of the problem with the existing rates was the fact that initial rates were set with overly optimistic projections on the number of customers the company would be serving.  Therefore, even after reducing costs by eliminating items that were not used and useful, the smaller customer base from which to recover the remaining costs resulted in the determination that rates would be raised.  Especially with Spring Branch, the newer of the territories, the company was eager to get into the territory and begin serving customers, so proposed rates that did not truly reflect the cost of providing service.  Public Counsel has spoken to Staff members who are in the process of changing how initial cost of service determinations are made in the future.  Public Counsel believes that these changes will result in fewer large rate increases at the first rate review after a new certificate is issued for an existing territory.  


4) Public Counsel received a significant number of letters and telephone calls as a result of this small rate case proceeding.  One reason for that is likely that, in a time of economic downturn, such as we have seen this past year, customers are more likely to speak out against anything that increases their cost of living.  Many of the full time residents of the Lantern Bay and Spring Branch service areas live on fixed retirement or disability incomes, and so are especially hard hit by rate increases.  Other customers in the service territories, however, actually live elsewhere, and the property being affected by the rate increase is a vacation home, or income property.  While many of these customers do not use large quantities of water, and do not live on their properties full time, the utility must have plant in place to provide service all year round.  Many of the most vehement complaints were from the owners of these vacation properties.  The fact that so many protesting customers did not live in either service area was one of the reasons why Public Counsel proposed the letter writing as an alternative to a local public hearing.  The great distance between the two small territories was the other reason.


Unfortunately, whether they are full or part time residents, the company must be allowed to recover its cost of service from all of its customers.  The rate design developed by Mr. Hubbs attempted to fairly distribute the non-commodity costs equally among the customers.  If these territories were more heavily populated, there is reason to believe that this would not have caused such a dramatic shift in the customer charge.


While there is a risk that the customers will experience a degree “rate shock” if these rates are approved, Public Counsel was not able to articulate a sound reason for objecting to the agreement between the Company and the Staff in this case.  Although we disagreed with the inclusion of some items in rates, the overall value of those items does not justify requesting an evidentiary hearing in this matter.  The Company has indicated that it is willing to take steps to afford its customers greater courtesy, and will attempt to address service issues in a timely fashion.  The Staff’s review of the service provided has demonstrated that the customers are receiving safe and adequate service at this time.  Although the amount of the rate increase is material, Public Counsel is unable to argue that the rates will not be just, after considering all relevant factors.  Public Counsel would like to see more reasonable rates, but does not have evidence in support of lower rates.  For that reason, Public Counsel has taken no position in this case.

Respectfully submitted,
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