  STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 6th day of April, 2004.

In the Matter of North Oak Sewer District, Inc.’s 
  
)
Case No. SR-2004-0306
Request for a Small Company Rate Increase

)
Tariff No.  YS-2004-0909

REPORT AND ORDER

This Report and Order approves an agreement between the Staff of the Commission and North Oak Sewer District, Inc., regarding disposition of North Oak’s small company rate increase request.  It also approves depreciation rates for the company and approves a tariff implementing the agreed upon rate increase. 

On December 11, 2002, North Oak initiated a small company rate increase under Commission Rule 4 CSR 240-3.330.  North Oak originally requested a rate increase that would generate an additional $8,000 in annual sewer service operating revenues.  North Oak provides sewer service to approximately 60 customers in an unincorporated area of Warren County.  

On January 27, 2004, after working with the Staff of the Commission for over a year, North Oak filed a tariff designed to increase its rates for sewer service.  Along with its tariff, North Oak filed a letter indicating that it has reached an Agreement Regarding Disposition of Small Company Rate Increase Request with the Staff.  Staff filed that agreement on February 13.

On March 1, Staff filed a recommendation urging the Commission to approve North Oak’s tariff, the disposition agreement, and the depreciation rates attached to the disposition agreement as Attachment C.  Based upon its audit of North Oak’s books and records, an evaluation of the company’s depreciation rates, and an analysis of the company’s capital structure and cost of capital, Staff concluded that a $3,850 increase in the company’s annual sewer service operating revenues is necessary for the company to recover its cost of service.  Staff also recommended that modified depreciation rates be prescribed for the company.

The Commission had additional questions about North Oak’s request for a rate increase.  So that its questions could be answered, the Commission scheduled an on-the-record presentation regarding the rate increase.  To allow time for the on-the-record presentation to take place, the Commission suspended North Oak’s implementing tariff until April 14.

The on-the-record presentation was held on March 17.  Staff and the Office of the Public Counsel appeared by counsel.  North Oak did not appear at the presentation.  Staff’s witnesses offered testimony explaining that North Oak’s sewer rates are relatively high because it serves only a small number of customers.  The North Oak system was designed to serve a larger customer base, in particular a nearby trailer park – Applebee Mobile Home Park – that currently operates its own sewer system.  However, that trailer park has not yet hooked up to the North Oak system, although it may do so in the future. 

If the trailer park does hook up to the North Oak system, the costs of operating that system would be spread over more customers and rates could be decreased.  That also means that North Oak’s rates would cause it to over earn after the trailer park hooks up until its rates are reduced.  For that reason, the Agreement Regarding Disposition of Small Company Rate Increase Request requires North Oak to notify the Commission within one month of starting to serve mobile homes in the Applebee Mobile Home Park.  The Commission is particularly concerned that North Oak complies with this requirement and will specifically require North Oak to make that notification.  Upon receipt of such notification, the Commission expects its Staff to conduct an investigation to determine if the company is over earning.    

Commission Rule 4 CSR 240-3.330(D) states that when Staff and the company file an agreement in a small company rate increase case, the Office of the Public Counsel shall file a pleading within 25 days of the date the tariff sheet is filed indicating its agreement or disagreement with the tariff.  Public Counsel has not filed such a pleading and has thus failed to comply with the rule.  Public Counsel did, however, appear at the on-the-record presentation and at that time indicated that it does not object to the agreement.  

The Commission finds that North Oak and the Staff have fully complied with the procedural requirements for approval of a disposition agreement found in Commission Rule 4 CSR 240-3.330.  The Commission further finds that the disposition agreement between Staff and North Oak is reasonable, and will be approved.  Furthermore, North Oaks tariffs, and the rates they establish, are just and reasonable and will be approved.  The Commission also finds that the depreciation rates proposed by Staff are reasonable and will order North Oak to utilize them.

IT IS THEREFORE ORDERED:

1. That the Agreement Regarding Disposition of Small Company Rate Increase Request filed by North Oak Sewer District, Inc. and the Staff of the Commission is approved.

2. That North Oak Sewer District, Inc. is directed to comply with the terms of the Agreement Regarding Disposition of Small Company Rate Increase Request.

3. That North Oak Sewer District, Inc. shall notify the Commission’s Staff within one month of starting to serve mobile homes that are located in the area currently known as the Applebee Mobile Home Park.  

4. That the following tariff sheets filed by North Oak Sewer District, Inc., and assigned Tariff File No. YS-2004-0909, are approved for service on or after April 14, 2004:

P.S.C. MO. No. 1

 1st Revised Sheet No. 4, Canceling Original Sheet No. 4

Original Sheet No. 4.1

1st Revised Sheet No. 5, Canceling Original Sheet No. 5

1st Revised Sheet No. 6, Canceling Original Sheet No. 6

1st Revised Sheet No. 7, Canceling Original Sheet No. 7

5. That the depreciation rates attached to the Agreement Regarding Disposition of Small Company Rate Increase Request as Attachment C are approved and such depreciation rates are to be used by North Oak Sewer District, Inc.

6. That this order shall become effective on April 14, 2004.

7. That this case may be closed on April 15, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Gaw, Ch., Murray and Clayton, CC., concur

Woodruff, Senior Regulatory Law Judge
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