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SUBJECT:
Staff Supplemental Recommendation Regarding the Applications Seeking Permission, Approval, and Certificates of Convenience and Necessity for Emerald Pointe Utility Company to Provide Water and Sewer Service in a Described Area in Taney County, Missouri.
DATE:

November 24, 2004

Supplemental Background

Since the Staff submitted its recommendation in this case on August 20, 2004 (unless noted otherwise, all dates herein refer to the year 2004), several things have happened with regard to this case.  

On September 20 the Commission issued its Order Directing Staff to File a Supplement to its Recommendation, which was in regard to a past due assessment payment that Emerald Pointe Utility Company (Company) had not timely paid.  

The Staff filed a pleading to comply with that order on September 21, stating that the matter had been resolved.  

The Company submitted a response to the Staff’s recommendation on September 23, in which it stated its general agreement with the recommendation, and also addressed resolution of the past due assessment payment.  

On September 28, the Commission issued an order scheduling an on-the-record presentation concerning the staff recommendation, and such presentation occurred on October 19.  One of the primary issues discussed on the record was that of deficiencies with the Company’s 2003 Annual Report as submitted to the Commission, which were discovered by the Staff while studying the currentt Certificate of Convenience and Necessity (CCN) application filed in this case.

With the assistance of the Staff, the Company made some corrections to its records, and sent a draft revised Annual Report to the Staff.  After some additional relatively minor corrections, the Company prepared for submittal to the Commission a revised 2003 Annual Report that incorporates the appropriate corrections.  The Company’s legal counsel advised the Staff that he received a copy of the revised Annual Report to file, although at the time of preparation of this Memorandum the revised Annual Report has not yet been submitted.  The Staff does not consider the actual filing of the revised Annual Report to be critical to this case. 

Staff's investigation

Having worked with the Company regarding its books and records, and the preparation of its revised Annual Report, the Staff is satisfied that the Company’s records are reasonably correct, and the Annual Report accurately reflects the Company’s revenues and expenses.  This, however does not constitute an audit of the reasonableness of expenses that would be conducted in a rate case.  Using the corrected figures, the Staff stands by the conclusions and recommendations of its original Recommendation, specifically that the proposal is feasible and the Company should be granted Certificates as requested.  The Staff also believes that it remains true that the Company may be under earning with regard to sewer service, while over earning with regard to water service, and that the Staff’s two-year projection shows this trend to continue, unless and until a rate adjustment is authorized through a rate case.  However, it also remains true that the water over earnings and sewer under earnings are relatively balanced, such that the combined revenue and expenses do not result in substantial over or under earnings on a company-wide basis.  Therefore based upon this rationale, the Staff  believes that the total of combined water and sewer bills are appropriate.   Further, as was stated on the record on October 19, substantially all of the Company’s customers are both water and sewer customers and are billed for both these services on one bill, an exception being common area water service for sprinklers, outdoor drinking fountains, and etc. 

Staff’s Conclusions

The Staff respectfully recommends that the Commission issue an order in this consolidated case as was recommended in the Staff’s originally filed Recommendation, except that Recommendation Number 6 in regard to a past due assessment payment is no longer necessary since this issue was resolved when the Company paid the amount.
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