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In the Matter of a Tariff of the Missouri-

)

American Water Company for an Economic
)
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Service Territory.




)

RESPONSE TO MOTION FOR EXPEDITED TREATMENT AND SUGGESTIONS IN REGARD TO MISSOURI-AMERICAN’S PROPOSED 

ECONOMIC DEVELOPMENT RIDER TARIFF PROVISIONS


COMES NOW, the Office of the Public Counsel, and respectfully responds to the Motion for Expedited Treatment filed by the Missouri-American Water Company (MAWC or Company) regarding its proposed economic development rider tariff (EDR).  Public Counsel respectfully informs the Missouri Public Service Commission (Commission) that it has no objection to the request for expedited treatment in this matter.  Public Counsel has reviewed the current tariff filing, and this proposed tariff consists of language that was discussed and agreed to by the Company, the Commission Staff and the Office of the Public Counsel


Prior to the filing of the current version of the proposed tariff, Missouri-American, Public Counsel and the Commission’s Staff had numerous discussions regarding the proposed rider.  During the course of those discussions, the Company’s original proposed tariff was significantly revamped, and the current version is the result of consultation between these three parties.  As a result, Public Counsel is familiar with the terms of the proposed tariff.  Public Counsel’s suggestions regarding the proposed tariff, set forth below, contain Public Counsel’s recommendations regarding this tariff.


While the suggestions set forth below support the approval of the proposed tariff provisions, Public Counsel notes that this proceeding involves only the approval or rejection of a proposed tariff provision; nothing in the statements of Public Counsel regarding the current version of the tariff should be interpreted to mean that Public Counsel has taken a position on any specific contract.  A contract entered into as a result of these tariff provisions should be reviewed by the Commission and then accepted or rejected on its merits.  Public Counsel will review contracts submitted to the Commission for approval pursuant to the new provisions of this Economic Development Rider tariff, and make recommendations on a case-by-case basis. 


Public Counsel hereby submits to the Missouri Public Service Commission the following Suggestions regarding Missouri-American Water Company’s Proposed tariff to amend its economic development rider.  Public Counsel believes that it is in the public interest to limit the circumstances in which the proposed incentive provisions will be available to situations where both (1) the competitive alternative incentive would make a critical difference in a Company’s decision to locate in the St. Joseph area, and (2) the addition of the customer would promote economic growth in Missouri.  Public Counsel believes that the current language will provide these limits, and will serve to guide to Commission as it reviews any contracts submitted for approval pursuant to the EDR tariff.  For the reasons set forth below, Public Counsel believes that this tariff could operate in the public interest.

Suggestions in Support of the Proposed Tariff to amend the Economic Development Rider for The St. Joseph Service Territory of

 Missouri-American Water Company

1.
Missouri-American’s St. Joseph Service territory is served by a water plant with significant excess capacity.
  The excess capacity has actually increased since the last rate case, due to the loss of at least one major industrial customer.  The competitive alternative Incentive Rate provisions may provide an opportunity for the City of St. Joseph and the surrounding area to attract large industrial customers who will be able to utilize some of that capacity.  As a result, a greater portion of the plant may become used and useful.

2.
When an industrial or commercial corporation is deciding where to build a new facility, it generally considers a number of factors, and may enter into negotiations with cities in more than one area, even in more than one state.  Some corporations may decide where to locate new plants based, in part, on the components of an “economic development package” from the various locations.  The area in and around St. Joseph, Missouri, has been economically depressed for several years.  The Company believes that having this proposed alternative incentive provision available as part of an economic development package could swing the balance in favor of the St. Joseph area in certain limited circumstances.  

3.
The proposed EDR tariff strictly limits which potential customers can qualify for this special incentive rate, by requiring that the customer also be eligible for the existing General Incentive Provision in the existing tariff.  The proposed language also requires that the general incentives be insufficient for the proposed customer to locate in the St. Joseph area.  In those situations in which a proposed customer can demonstrate that it can meet these criteria, AND where there is a viable competitive alternative in another area, this tariff will allow for additional discounts to be offered as part of an economic development package.  Public Counsel believes is it imperative that the Commission limit this alternative EDR incentive to cases where there is a viable competitive alternative in order to protect the Company’s other customers.

4.
Because these discounts are only offered to companies that will bring a significant number of new jobs into an area, the proposed tariff is intended to enhance economic development on several levels.  This proposed tariff also requires that a net benefit to the State of Missouri will result from the application of the tariff provisions.  This requirement is intended to limit eligibility to situations where a company may have competing offers between Missouri communities or existing facilities within the State.


5.
Public Counsel remains concerned that potential customers could attempt to qualify for these special incentive rate provisions when they do not have a viable, truly competitive alternative.  For this reason, Public Counsel supports language designed to develop criteria a proposed customer must meet before being offered a contract pursuant to this tariff.  Among the factors which limit the availability of these special tariff provisions are minimum load factors the customer would be required to maintain, and a minimum of new jobs the customer would bring to the area.  In addition, the tariff language contains filing requirements which will assist the Commission in deciding whether it would be appropriate to approve a contract in a specific circumstance.


6.
Public Counsel recognizes that the Public Service Commission has a difficult role when it considers whether to approve tariffs containing “economic development riders.”  The Commission has an obligation to set non-discriminatory rates that are just and reasonable, and which include consideration of all relevant factors.  Allowing certain large customers to obtain discounts from otherwise applicable, just and reasonable rates has the potential for creating situations in which other customers may be required to pay more than their “fair share” of the costs necessary to provide safe and adequate service.  Only in certain limited circumstances will the Commission find that after balancing all relevant factors, it is in the public interest to allow the Company to give a particular customer a discounted rate.  The criteria in the existing EDR and the proposed alternative incentive provisions require that special circumstances be demonstrated before a customer can benefit from either of these plans.  Public Counsel has worked with the Company and the Commission staff to ensure that the proposed tariff requires information that will help Commission determine whether those special circumstances exist in any given case.


7.
Public Counsel believes it is crucial that, before the proposed new incentive rate provision is offered to a potential large customer, a viable, competitive alternative can be shown to exist in another location.  In addition, Public Counsel believes that it is important to know that if the proposed incentive rate customer causes the utility to incur additional capital costs in order to serve the customer, then the customer that causes the costs will pay for those costs, rather than the company’s other customers.  If the other customers are saddled with paying for the additional capital costs, the contract would cause a detriment to their interests and the contract should not be approved.  However, in situations where excess capacity exists, as with the St. Joseph water plant, it may be beneficial to other customers for the Company to be able to provide service to another large customer.  Public Counsel would note that in situations where additional capital expenditures are required to serve the potential customer, the tariff language allows the potential customer to qualify for the EDR only where the customer agrees to pay the costs associated with those capital additions.


8.
The EDR tariff contains a number of other provisions that limit a company’s eligibility for the discounts provided for under this tariff.  There are provisions specifying the minimum amount of water which the company expects to sell under the tariff, and the minimum number of additional jobs a prospective customer will bring to a community.  There are provisions for later review of the contract terms in long term contracts, after five years, to ensure that the original contract remains in the public interest.  There are also protections for existing customers against additional capital costs or material changes in operations of either Missouri-American or the potential customer.


9.
Public Counsel also supports the proposed tariff because it recognizes the ability of the Commission, on its own motion, or parties such as the Staff and Public Counsel to review the provisions of contracts approved pursuant to the proposed EDR tariff over time to ensure that the terms remain reasonable and in the public interest. 

10.
The Office of the Public Counsel, by offering these suggestions, has not made any determination whether any specific contract would pass muster under the tariff’s terms.  Further, these suggestions should not be taken as any indication of any position Public Counsel may take in any subsequent proceeding in which the Company seeks the Commission’s approval of any contract entered into pursuant to these tariff provisions.


WHEREFORE, the Office of the Public Counsel does not object to expedited treatment regarding the consideration of the proposed tariff in this case.


WHEREFORE, upon recognition of the fact that approval of these proposed tariff provisions does not commit any party to a position regarding any contracts that may be filed with the Commission for approval pursuant to this proposed tariff, Public Counsel supports approval of the proposed tariff provisions providing for an Alternative Incentive Provision in the Company’s Economic Development Rider for its St. Joseph service territory.  Public Counsel reserves its right to review any contracts submitted to the Commission for approval pursuant to this tariff on a case by case basis.

Respectfully submitted,
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� Public Counsel’s comments should not be interpreted as a statement agreeing that all excess capacity at the St. Joseph plant has been properly excluded from current water rates.
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