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POSITION STATEMENT OF THE OFFICE OF THE PUBLIC COUNSEL


COMES NOW, the Office of the Public Counsel, and respectfully files this position statement regarding the issues to be presented to the Missouri Public Service Commission in this case.


1. What is the appropriate amount of expense to be included in Missouri-American’s (MAWC’s) cost of service for pension expense?


Public Counsel supports the position set out by the Commission Staff.


2. Capital Structure: What is the appropriate capital structure for MAWC?


The appropriate capital structure for the Commission to use in this case is: 




Percent


Common Equity

  43.94%



Preferred Stock

    0.53%



Long-term debt

  55.53%



Short-term debt

    0.00%


3. Cost of Capital: What is the appropriate cost of capital, including return on equity, for MAWC?


The overall rate of return that the Commission should adopt in the case is 7.68%, including a 9.50% return on equity.  


4. What is the appropriate amount of expense to be included in the calculation of MAWC’s income tax expense for an interest expense deduction?


Public Counsel supports the position set out by the Commission Staff.


5. Belleville Laboratory costs: What is the appropriate amount to be included in MAWC’s cost of service for its use of the Belleville Laboratory facility?


Public Counsel supports the position set out by the Commission Staff.


6. National Call Center: What is the appropriate level of expense to be included in MAWC’s cost of service for services relating to the National Call Center and what is the appropriate way in which to recognize the costs which MAWC has incurred in transitioning to its National Call Center?


Public Counsel supports the position set out by the Commission Staff.


7. Other transition costs: What is the appropriate way in which to recognize the costs which MAWC has incurred in transitioning to its National Shared Services Center?


Public Counsel supports the position set out by the Commission Staff.


8. American Water Resources: What is the appropriate amount of revenues to be included in MAWC’s cost of service as compensation for services provided to American Water Resources by MAWC?

Public Counsel supports the position set out by the Commission Staff.


9. Acquisition Premiums and Transaction Cost Adjustment: What is the appropriate treatment of the transaction costs and premium which MAWC incurred to acquire the United Water, Florissant, Webster Groves and Valley Park Water System?


The Commission should not allow MAWC to recover transaction costs or an acquisition premium related to any of these acquisitions.  These costs should be the responsibility of the shareholders, not the Company’s customers. 


10. AFUDC: What is the appropriate way to calculate AFUDC?  Should such a calculation be applied to adjust plant in service included in this case, or on a prospective basis?


Public Counsel supports the methodology used by the Staff.



11. Security AAO: What is the appropriate way to treat costs deferred by MAWC pursuant to the Commission’s Security AAO?


The capital expenditures for security measures should be included in the Company’s rate base, allowing the Company to earn a return on these investments.  On-going expenses related to changes in the Company’s security policies and procedures should be annualized and included in the cost of service on a going forward basis, but not as an annualized expense plus a past expense through amortization of the AAO.  The Company should not be allowed to recover deferred carrying costs and depreciation expense, as those are internally generated costs which did not require an actual outlay of cash.  The Company should not be allowed to recover legal expenses incurred as a result of the AAO separately from the amount of legal services included in its cost of service.  This company regularly files applications before the Commission and legal expense is an on-going, recurring item within the Company’s cost of service.


12. Employee expense: What is the appropriate amount of expense to be included in MAWC’s cost of service for employee relocations, training and conferences, incentive compensation, and customer service bonuses?


Public Counsel supports the position set out by the Commission Staff.


13. Lobbying: What is the appropriate level of expense to be included in MAWC’s cost of service for its Governmental Affairs Department?


Public Counsel supports the position set out by the Commission Staff.


14. Dues and Donations: What is the appropriate amount of expense to be included in MAWC’s cost of service for dues and donations?



Public Counsel supports the position set out by the Commission Staff.


14(a). Transportation Expense: What is the appropriate level of transportation expense to be included in MAWC’s cost of service for transportation expense?



Public Counsel supports the position set out by the Commission Staff.


15. Old St. Joseph plant retirement: What is the appropriate way in which to recognize MAWC’s undepreciated investment and net cost of removal associated with its old St. Joseph treatment plant?



The Commission should affirm its decision to disallow recognition of any undepreciated investment and net cost of removal of the old St. Joseph treatment plant because that plant is no longer used or useful in providing services to the Company’s customers.  Indeed, the Company no longer owns the old treatment plant, which it sold for $115, 000 prior to the test year.


16. New St. Joseph plant capacity costs: Is MAWC experiencing excess capacity at its new St. Joseph treatment plant?  If so, how is that excess capacity identified and treated for ratemaking purposes?


Yes, MAWC is experiencing excess capacity at its new St. Joseph treatment plant.  For this reason, the Commission should disallow the portion of the costs associated with that unused, and therefore un-useful, portion of the plant, after allowing sufficient capacity to handle peak day loads.  If the capacity of the plant increases between this and a subsequent rate case, the Commission can recognize additional used and useful capacity in future rates.  Public Counsel believes that the Staff has correctly identified the amount of excess capacity and supports the Staff’s formula for excluding the excess capacity from rates in this case.

Depreciation

17. What are the appropriate depreciations rates to be applied to MAWC’s depreciable plant?



Public Counsel supports the position set out by the Commission Staff.


18. In establishing depreciation rates for MAWC, what is the appropriate way to account for cost of removal, net of salvage?



Public Counsel supports the position set out by the Commission Staff.


19. What are the appropriate asset lives to be used in prescribing depreciation rates for MAWC?


Public Counsel supports the position set out by the Commission Staff.


20. Should the Commission allow the existing reserve deficiency amortization to continue for the St. Louis district?



Public Counsel supports the position set out by the Commission Staff.

Rate Design

21. What is the appropriate way to allocate costs among MAWC’s various operating districts?


Public Counsel generally believes that the costs for each district should be determined based upon the costs directly connected with serving that district, plus reasonable allocations of overhead costs. 


22. What is the appropriate way in which to allocate costs among customer classes within each operating district?


The cost allocations developed by Mr. Busch in Public Counsel’s class cost of service (CCOS) study should be used as a guide in developing class cost of service.  

23. What is the appropriate way to design rates for each customer class?


Public Counsel supports continued movement toward class cost of service pricing within each district while mitigating significant adverse rate impacts.  Rates should be set to recover an amount equal to a neutral shift of half way to the cost of service plus a proportional share of any amount of revenue requirement change ordered by the Commission.  Rate changes should be tempered so that within any district, no class will receive a decrease if another receives an increase.  Public Counsel recommends an equal percent decrease or increase on the volumetric block rates to recover the Commission ordered class revenue requirement.  


24. Should there be any revenue contribution among districts to mitigate the impact of full, cost of service rates for any district?



Yes, in limited circumstances.  In this case, to the extent that some districts receive a rate decrease, and other districts would face a significant rate increase of greater than 15%, some revenue contribution between districts would be appropriate.


25. Should there be consolidated billing?


Consolidated billing should not be implemented at this time.  The proponents have set forth insufficient detail and justification of the proposal for consolidated billing.  The impact on small customers is also unclear.  However, Public Counsel does not oppose further investigation regarding consolidated billing for consideration in a future rate case. 


26. Should there be an interruptible rate, and if so, what is an appropriate rate for that service?


No.  The proponent of this proposal has provided no evidence that service has actually been interrupted, or risks being interrupted in the future.  There is no evidence that any other customers would benefit from this proposal.


27. What are the appropriate customer class definitions for the Platte County and St. Joseph Districts?


Public Counsel takes no position on whether the existing customer class definitions should be altered at this time.  However, Public Counsel believes that a customer class study should be conducted prior to the next rate case in order to determine whether the customer class definitions are relevant and appropriately applied.



28. Weather normalization: What is the appropriate weather-normalized revenue to be included in MAWC’s cost of service for weather normalized sales?


Public Counsel supports the position set out by the Commission Staff.


29. Fuel, power, and chemicals: What is the appropriate amount of expense to be included in MAWC’s cost of service for weather normalized sales?


Public Counsel supports the position set out by the Commission Staff.


30. St. Joseph Chemicals: What is the appropriate amount of expense to be included in MAWC’s cost of service for chemicals in its St. Joseph District?



Public Counsel supports the position set out by the Commission Staff.


31. St. Joseph Waste Disposal: What is the appropriate amount of expense to be included in MAWC’s cost of service for waste disposal in its St. Joseph District?



Public Counsel supports the position set out by the Commission Staff.


32. Property Taxes: What is the appropriate amount of expense to be included in MAWC’s cost of service for property taxes?


Public Counsel supports the position set out by the Commission Staff.


33. Cash Working Capital: What is the appropriate amount to be included in MAWC’s rate base for cash working capital as it relates to depreciation, deferred taxes and the management fees expense lag?



Public Counsel supports the position set out by the Commission Staff.


34. Advertising: What is the appropriate expense to be included in MAWC’s cost of service for advertising?



Public Counsel believes that institutional advertising should not be recovered in rates.  Public Counsel believes that the Commission should continue to evaluate advertising expense in the manner used in the case of  

Re: Kansas City Power and Light Company, 28 Mo. P.S.C. (N.S.) 228, 75 PUR 4th 1 (1986).


35. Credits and Billing Adjustments: What is the appropriate amount of revenue to be included in MAWC’s cost of service for credits and billing adjustments?


Public Counsel supports the position set out by the Commission Staff.


36. Jefferson City Fire Suppression: Are MAWC’s Jefferson City fire suppression facilities adequate?



Public Counsel takes no position on this issue, except to note that MAWC should be required to provide adequate fire suppression resources.


37. Affiliate Transaction Rule: Should the Commission promulgate an affiliate transaction rule that would apply to MAWC?



Yes.


38. Cost allocation manual: Should the Commission direct the Company to modify its cost allocation manual, and if so, how?


Public Counsel supports the position set out by the Commission Staff.
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