
BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of Missouri-American Water

)

Company’s Request for Authority to Implement
)
Case No. WR-2008-0311

A General Rate Increase for Water Service

)

Provided in Missouri Service Areas


)

POSITION STATEMENT 
OF THE MISSOURI INDUSTRIAL ENERGY CONSUMERS


Comes now The Boeing Company, Chrysler, GKN Aerospace, Hussmann Refrigeration, Monsanto and Pfizer, hereafter referred to as the Missouri Industrial Energy Consumers (“MIEC”) and files its Statement of Position.  The MIEC reserves the right to assert additional positions, modify its positions and base its final positions on additional evidence presented in this case. 
REVENUE REQUIREMENT

Rate of Return Issues

The Commission should authorize a return on common equity for the Company of 10.03 percent.
Revenue Issues

Customer Water Usage Normalization (Usage per Customer per Day):
The Company’s daily usage estimate of 248 gallons per day for the residential class is unreasonably low and is unsupported by historical usage.  Historical usage utilizing multiple year averages from two years through ten years for the residential group shows that an accurate estimate is 263 gallons.

Expense Issues
Fuel & Purchase Power/Chemicals/Purchased Water Due to Unaccounted-for Water:

Fuel & Power/Chemicals: The Company has overstated the chemical expense and fuel and power expense estimate for the combination of the St. Louis and St. Charles districts.  There is no need to increase the allocation of these expenses to the St. Louis District due to the combination, because the St. Louis chemical expense and the St. Louis fuel and power expense already reflect all the production cost of water delivered to both the St. Louis and St. Charles Districts. Correction of the Company’s erroneous adjustments would reduce chemical expense by $369,000 and reduce fuel and power expense by $321,000.

Purchased Water Due to Unaccounted For Water: The Company has recorded an excessive 20.26 percent lost and unaccounted water factor, which is inconsistent with industry data.  The Commission should adopt a more reasonable lost water factor of 15 percent, which better reflects industry practices and standards.

Tank-Painting:

The Commission should reject the Company’s proposal to increase tank painting expense by $1.6 million on a total Company basis.  The actual amount of tank-painting expense that occurred in the test year is $55,204, insufficient evidence has been presented to suggest that $1.6 million will be an ongoing level of expense, and such a level is not justified based on current levels of tank painting.  Since the Company has a tracker in place for this expense, any future expense will be identifiable for recovery in the Company’s next rate case.  The MIEC’s recommendation results in a revenue requirement reduction of $379,000 for the St. Louis Metro District.
Fire Hydrant Painting:

The Commission should reject the Company’s proposal to include $1,417,000 annually over a three-year period for hydrant painting expense for the St. Louis Metro District. The Company incurred no expense for hydrant painting in the test year and has not yet signed contracts to conduct hydrant painting.  
RATE DESIGN/COST OF SERVICE
Inter-district Revenue Contribution:

The Commission should reject the Company’s proposal that the St. Louis Metro District subsidize other districts by $2,028,738.  This subsidy would create an unnecessary and unjustified cost burden on the St. Louis Metro District, is discriminatory, and is inconstant with the district-specific pricing objective reflected in prior Company cases.  The Company’s proposal would hurt the competitiveness and viability of St. Louis area businesses.
Allocations (small mains and purchase power expense):

Small Mains:   The Company improperly over-allocates small main costs to Rate J customers.  The Company improperly developed a biased Factor 4 for the St. Louis Metro District by using an arbitrary 10 percent allocation of small main costs to these customers. Factor 4 should be modified to use a 1.3 percent allocation of small main costs to Rate J customers since that is the percentage of small mains actually attributable to those customers.  
Purchased Power Expense: The Company uses an incorrect allocation factor to allocate purchased power expenses between classes.  The Company use of  Factor 1 should be rejected because it overstates the allocation of purchased power costs between classes. Factor 6, which allocates costs between customers based on average flow and peak day and peak hour demand, should be used instead to allocate purchased power costs.  
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