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E.  ORDER OF RULEMAKING: Rule Mumber 4 CSR 240-3 650

ia.  Iffegtive Date for the Order
0 Stamtory 30 days
Specific date

]

13, Does the Order of Rulemeaicng contain chanpus to the rule (ex17

B vES | ] ~o
be.  ICthe answer s YES. please complets section 1Y If Cae answor 15 WO, STOP herz,

F.  Please provide 2 complzte Het of the chamaes in the rule text for the order of rulemaking, indicating
the spest e seetion, subsection, paragrapl, subparagraph, part, cle., where each change is found. Itis
expecially important 1o identify the parts of the rule thal arc being deleted mn this order ol rulemaking.
This is not 2 reprining of your urder, but an explanation of what sections, subscelions, ete. have been
changed <ince the origingl proposed rule was filed.

(Start text here, IF et continues to g thoed page, inssia contiruons soolion brzalk aad, in section 3, deletz 1z footer
teat, DO NOT delete the headar, however.}

Subsection (1) (A) =2 changed, hy inseroing 2 purenthebee] delinilivn in Paragrach 1.

Subsection (1) (1) is changed hy mserting (e word “aanual” o the fost line and adding a long phreee ul e end of the
subsection

Ssenon {7) is chanped by deleting the woud “provide” and substituting the word “publish.”

Secron (8] is changed by adding a long phrese at the end of the intreductory paragraph.

Subscclion (51 (A is changed by deleting the words “sxplainimg how it will caleulae it ISES”

Sumseolion (2)(C) is chanzed by deleting the words “live itam” in the (st lice and by deleting the waras “waill idenil !
el sebstituting therelor the wosds “informs tha ausforers o1

Secton (9 is chareed by insarting she word “items afler “following,” and by adding e words “or Tojeesun’ and an
addizions! long clause ar the end of the moroductary patagraph.

Subscation (9 (&) is chanpad by deletng the wonds “hilial, ooe (1) times,”

snhesetion (9 (B) i chunged by delzting the word “anoual "

Suhscetion (9 (0 is changed by delating the words “separately idenrified” and subsiluling the word “described.”
Siction (10 s changed by adding “and sections 383, 1000 w 3935.71006, RSMo™ new hie middle of the senreace,
Section (11) is changed by inserting a phrase after “sligible water unliy,” by delsting a phrase atter “t1e vndarlyng
costs,” by insorting “related to ad the' nefore Spraper calenlation of and by malking related grammatical chanpos,
Section (13) is changed by deleting “this rule and.”

An enmraly new Seetion {140 15 mserizd after Section (13).

‘The formar Seetion (12] is renumbered as Section (13), and the words “section (L6)” thervin ars changed fo Vsection
(17"

The former Scetion (15} 13 teaumbersd as Section (161

The former Section (16) i3 renumiberad as Section (171, and ax additanal sentence is added at the end of the sesninn,
The [ormer Szction (17} is renumbersd 28 Secnon (15), and an additional phruse is addsd et the end of the sechion.
The [oymer Szction (18) is rerumberad as Saction (15}

Tl former Subsection (18) ({3, rew designated 2= Saction (19) (), 13 chenged by inserting a lang phrase in the firsl
line, deleming the matarial in pararthases, delesne the word “related”™ and tie phrase that follows "TSRS cosw.” inserig
“related to the eligshls Teplacemenis.” and meking related grammatival changss.

The former Subsection (18] (H), now desiznated os Section (193 (H), is changed by inseriing “the” belore “sourcs of”
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The former Subsection 18] (8 15 deloted.
The former Subszction (18] (M) s deloted,
A entizely new Subsection {151 (M) is wdded,

Aar entirely new Sabsscnion {15 (20 is added.
Auentirely nzw Section (20, including Subsectons (20} (A) (1) 1T, amid (T, 13 added.
The former Secton (19) 3 Tenumbered as Section {21, aad the reference therein e “section (187" 15 chanred to “section

(19"
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March 2, 2004

Ielalt Bhuot

Sacretury ol Siate
Administrative Rules Division
GO0 West Main Strzet
Jefferson City, MO 65101

Dear Secretary Blunt,

Re: 4 CSR 240-3.650 Water Ulilily Petitions for Infrastructure System Replacement
Surcharges

CERTIFICATION OF ADMINISTRATIVE RULE

I o herehy certify that e atnched s am accurate and complete copy of the order of mlemaking
lewfuily submitted by the Department of Economic Duevelopnient, Public Service Comuission
on this 2™ day of March 2004,

Stamtory Authorily:  Sections 286.250 and 3493.140, RSMa 2000, and scetion 393.1006.10,
RSMo Supp. 2003,

If there are any questions regarding the content of this order of rulcmalking, please contact:

Keith R. Krucger, Depury General Counsel
Missour Puhlic Service Comimission

200 Madison Street

.0, Box 340

Jefferson Cily, Missouri 63102

(573) 731-4140)

keith.krusgentipsc. mo. gov

fpitemed Covessmees, Quality Dl Serdives, ana o U velcntond O manizatien for Aivieneinng for the 20 ety



March 2. 2004
Tape 2

Iale Hardy Roberts
Secretary/Chief Regnlatory Law Judge

Frclosurzs:  Order of Rulemaking — Rule 4 CSR 240-3.630 (Water [Tulity Petitions for
Infrasiructurs System Replacement Surcharge): clectromic copy on 3.57 diskatte; rtule
Transmitral,



COPY

Title 4 —- DEPARTMENT OF ECONOMIC DEVELOPMENT =~
Division 240 - Public Service Comunissinn
Chapter 3 - Filing and Reporting Requirements

ORDER OF RULEMAKING ADMIISTRATIVE RULES

Bv the authority vested in the Missouri Public Service Commission under scetions 356,250 and
393 140, R8Mo 2000, and 3931006, 10, RSMo Supp. 2003, the ecmmission adepts 2 rule as
follows:

4 C8SR 240-3,630 Water Utliry Petitions for [nfrastruclure
Svystem Replacement Surcharges is adopted.

A petice of proposed rulemaking containing the text ol the propesad rule was published 1n the
Missourt Regisier on Novenber 3, 2003 (28 MoReg 1907 1909). Tlose sections with changes
ara reprinted here. This proposed rule becomes elligtive hi ity (30) days after publication i the
Code of Staie Regulations.

SUMMARY OF COMMENTS: The commission received written conmmetiis 3gr:d1nu this
proposed rule from the PSC Stall, the Office of the Public Counsel (OPC) and Missour-
American Water Company (MAWC)., The period for recciving wrillen comments on Lms
proposed rule ended cn December 4, 2003, The commission held « public hearing an this
proposed nile on December 11, 2003 and rzeeived comments regarding this propossd nils from
representatives of all ol the above-referanced entities at that heanng.  Cemments received
addressad the need for the rule in general and various specilic provisions of the proposed rule
The commenls regarding the need for the rle will be addressed lirst below, with comments
rocatding specific provisions of the rule then being addressed in erder by rule seclion.

COMMENT: Missouri- American Water Company staled that the proposed ruls is nol necossary.,
due 1o the specilicity of the enabling starute, and said that sections (1) though (7), (10). (12}, and
{13) threugh (17) unnecesssarily restale certain provisions of House Bill 208,

RESPONSE: lhe [Tnmmmﬂmn has considered the comment and will not delete the rule in 15
entirety, as Tequesled, becausc there s a need to specify the procedurcs to be followsd n
implementing the statute, and the statute permits the reslatcment of the statwte in order Lo make
the requirements ol the rule casier to understand.

COMMENT: The Staff of the Public Semvice Commission recommended that subseetion (1) (T)
of the proposed rule be revised o make led: that the annual depreciation expenses and property
laxes Lhat are included in “ISRS costs™ are those that apply 1o cligible mfrastricture system
replacements, reduced by depreciation cxpenscs and property taxes on wny mlated facility
I'earsInSnLs.

RESPONSTE AND EXPLANATION OF CHANGE: The Conunission has reviewed the changes
suggested by the Staff and finds thar these suggesied changes provide clarification wit thL
deviating from the intent of the poverning statutcs. The Commission will incorporate this
language into the mle.



COVIMINT: Missouri-Amarican Water Company commented that the requirements in seclions
(%) and (1) of the proposed rule that a water corporatian provide its customers with an mtial
notice. and annual notices thereafier, regarding ISRS filings. 1s not found in the provisions ol
Hewse Bill 208 and 15 contrary to the provisions ol section 392.1006.10, R5Mo.  Missouri-
American estimates hat this notice raquirament will cause additional eosts of abour 5193,000 per
veur to ke borhe by it St Louls Counly customers.

RESPONSE: The Commission has reviewed the changes suggested by Missouri-American, and
will nol incorporate these sugeested changes inlo e rule. The publiv neues requiremnents of
sections (8) and (9) ol the proposed rmile are permitted under e statutes and ars necessary if the
nublic is to he informed of these surcharges on (hor bills.

COMMENT: Missouri-American Water Compuny commented that the requircinent in sections
(%) and (9) of the proposed rule that a water corporation provids a line-item description ol (he
surcharee in inconsistent with House Bill 208 and is comtrery to the pro nsioms of section
393.1006.10, R8Mo. Missouri-American states, hewever, that it 13 rnot opposed lo cstab lishing
such a hilling swuciurs, bul it cstimates that the line-item billing requirsment will cause
addizional reprogramming costs amounting to aboul $10,000.

RESPONSE AND EXPLAMATION OF CHANGE: The Commission agrees with the commeant
and will dclete the words “line-item™ from subscelion (8) (2] of the rule.

COMMEN1:  The Qffice of the Public Counscl stated that customer notilication as to the
potentizl cosl ol cssential public services regulated by the Commission 18 of paramount
imnoriance, and therefors supports the nolioe requirements 1m section (&) ol the proposed rule. LD
said the “equimmﬂul‘ of snhszction (8)(C) that the ISRS charge be sct out separatcly on a
custormer’s bill is consistent with the woal of providing hills with a clear and concise formar, and
=aid that since (he 18RS is a separate tariffed rate, 1L cannot e sinply combined with r;.~t_ho.r
arifld rates.

RLSPONSE AND EXPLANATION OF CIIANGE: The Commission agrees with the eomment.
The Commission will revise subscetion (8) of the proposed rule, v make it consisteat with
ubseclion (9) of the proposed rule, by regquiring that the netices submilted pursnant to
suhsection (Y) be dpum»ud by the Commission hefore they arc b._,.'lT to the water corporalion’s
cusiomers. In addition, in subsection (7), the words “provide notice”™ will b changed to “publish
notice,”™ 1o make it consistent with seetion 393.1006.1(2), RSMo.

COMMENT: The Office of the Public Counsel recommended that the provisions ol scetion (9)
be cxpanded to permil the OPC to submit comments on the proposced notice that the waler
corporation provides to the Commission.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees. and will insert
languace to permit the Office of the Public Counsel to sulymit comments within ten days after the
water corporalion’s [iling, Allowing the Office of the Public Counsel o submit comments is
consislent with Commission pracice und will aeilitate the congideration ol an applization for an
ISRS. The Commission will also insert the words “or rejection”™ after the word “approval,” lo
clarify that the Conmission may reject notives that do not comply with the rule.

COMMENT: The Staff of the Public Service Commission recommended that four changes be
mads 1o sections (8) and (9). for purpeses of clarification and/or m response o commonts



received. It sugsestad that: the phrase “explaining how it will caloulale s ISRS” be deleted
from subszction (37 (A); the term “line-item” he deleted from suhsecnon (8) (C); the werm
niial. one-time” he deleted from subsecton (93 (A); and that the word “annual” be deleted
fram subzection (%) (B).

RESPONSE AND EXPTANATION QF CITANGE: The Commission sgrees and will make the
recommended changes,

COMMENT: Missouri-American Waler Campany stated that the pravision of section {11) of
the propesed rule that anthorizes the Staff of the Cummission ©© examine the inforination
provided hy the water corporation o deicrmine whether the underlyving costs comply with the
provisions ol the rulc as well as House Bill 208 violales the provisions of section 383.1006 2(2).
R&Moa., which ctates thal the only inlormation that the stafl may sxamme is that which 1s
necessary to confirm whether the costs are in accordance with [House Bill 203, Missouri-
American stazes thal that e same deliciency exists in section (13) of the propesed rule, which
would require warer earporations who seek a1 [SRS to comply with ol only House Bill 208, bus
also with the propused rule. Missouri-American stares thal the words “the provisions ol his mle
and® shonld he delzted from section (113, and the words “this rule and”™ should he deleted from
section (13),

RESPUNSE AND TXPLANATION FOR CHANGE: The Commission agrees and will make
the following chapzes. In section (| 1), the words “arc in accordance with the provisions of this
rale and sections 393.1000 to 393.1006, RSMo,” will be delcted and the words “provides
pursuant lo the provisions of this rule and sechons 393 1000 to 3931006, RSMa,” will he
inscrted after the words “elivible water utilisv.” These changes urc made to show that the waler
corporation must supply information in accordamce with the rule, but the rule does nat charge the
criteria for evaluating the information that is supplied. The Commission will also delele the
words “this rule and™ from section (13), for the same reasans.

COMMENT: I'he Office of the Public Counsel recommended that, for purposes of clarfication,
the statutory words “pursuant to the provisions of Sections 393.1000 to 393.10067 be inscried
afler the word “commission” at the end of propozed section (13).

RESPONSE: The Comimission has reviewed the recommendation of the Public Ceunsel, and
will not make the sugwested change, which would unnecessarily repeat the zection’s prior
reference w (he same statutory sections.

COMMENT: The Staff of the Public Service Commnission recommended that two changss be
made to sections (10) and (13), for purposes of clarification and/or n response to comments
received. It sugeested that: a reference Lo the applicable statutory provisions be mserted in
section (10): and hat the phrase “this rule and”™ be delsted (rom the first line of section (13)
RESPOMSE AND CXFLANATION FOR CHANGE: The Commission agrees and will make
the recommended changes, as described above.

COMMENT: Missouri-American Water Company conlended that the words “with the [ust such
period bsginning on the effective date ol the ratc schedules that eslablish an initial TSRS, which
arz included in seetion {14) of the proposed rule, are inconsistent with the provisions of gection
393.1006.3, and should be delcted, beeaunze they may intimaic a limitation on a waler
corperalion’s ability to seek an ISR,

Lo



RESPONSE: The Commission has reviewod e change snggested by Missoun-American and
will mot incorporate the rscommended charge into the rule. The language that Missouri-
American songht to delete provides clarifieution about the computation of time usseciated with
implementation ol the rule and does not imit a water corporation’s abilily to sesk an ISRS.

COMMENT: The Qilice of the Puble Counsel noted that zection (18) ol'the proposed mulz does
not reler to the consumer protection provision of sections 393.1006.8 and 393.1006.9, which
provide that ISRS charges lor plant investment that is subsequently [ound to be imprudent he
cxcluded during a zeneral rate proceeding. OPC slales that it is unclear what happens Lo ISRS
charges thal sre ussociated with impradent plant investmenl. 1L believes that these statutory
relrences to rate case reviews of prudency sre wital to protect consumers, and should be
iricluded in the rule,

RESPONSE AND EXPLANATION OF CHANGE: 'lhe Commission has considered this
sugeested change and notes that the focus of the proposed rule is on the previsions under which
the Commission will address the Lling and proecssing of TARS pelitions. The Commission is
nol, however, opposed to reproducing this statwory provision in the propossd rule. A new
section (14) has been added to the proposed rule o address this suppested change. and
succeeding sections have been renumbersd accordingly.

COMMEMNT: The Office of the Public Coumse] noled that zection (17} of the proposcd rule does
nat refer to the consumer protection provision of sections 39310068 and 393.1006.9. which
provide that ISRS charges for plant investment thal is subsequently found lo be mmprudent be
exeluded during 4 gencral rete proceeding. OPC adéed that the new stamite does not address how
any ovoircenvery or underrecovery Lhal exists wlier the ISRS has been rebased o coro should be
reflected on customer bills, |t suggests that language be added o cxplain how the uareconciled
ameint could be handled in a mammer thal 1s consistent with the statizie.

RESPONSE AND EXPLANATION OF CHANGE: The Commission has considered Uns
commment and agrees lhal the proposed rule doss nat provide suflicicnt guidance on how
wrreconciled [SRS amounts will be addressed after gencral rate ease procesecings. The
Clomraission has sdded lansuage to sections (17) and {18} to require the water corporation to
irack such everrecovery or undersecovery, for consideralion in the warer corporalion’s next 1SRS
filing tha: it submils pursuant to the provisions of section (2) of the rule,

COMMENT: Missouri-American Water Company commenled that subsection { 18} (G) of the
aroposed rule seeks o impermissibly change the meaning of the words “net original eost of
eligible infrastructure system replacements,” as used in section 393.1000.1 (a), RSMo, by
appearing to define “nel original cost of infrastructures system replaccments” to mean “total cost
[of such replacements] less the net book valug of any related facility retirements.” Missouri-
American stales that there is nething in the language of Tlouse Bill 208 to snggest that “the net
boek value of related facility retirements”™ may be considered when calculating ISRS revenues,
Tt contends that 1t is untenable to supgest that the “net eriginal cost of eligible mfrastructurs
replacements” means something other than the original cost {net of depreciation} of the speetfic
irfrastructure replacement lacilities that are eligible for inclusion in an 1SRS.  Missourl-
American asscits that there is nothing in ouse Bill 208 o indicate that the net book valuc ol
nen-eligible infrastructure retirements may be considered when delermining what level of ISES
revenues is needed to permit recovery of elizble infrastrueture replacemens costs.

Fil



RESPONSE AND EXELANATION OF CHANGE: ‘I'he Commission agrees and will make the
followinp changes, The delinitien of “net original cost of eligible infrasiruclure systam
replacements,” which was shown in parentheses 10 the nroposed Tule, will be changed lo read:
“ariginal cost of eligible mnfrastructucs system replacements, na of the accumulated detzmed
come taxes end the accumulated depreciation associatsd with lhese replacements.”  This
corresponds with the apparvent legmslative intent thatl the accumulated deferred income taxes and
aceurmulated depreciation offzet be lmited to the infrasumenre system roplacements that are the
subject of the ISRS application, This definition will 2lso be moved to paragraph 1 of subscction
(1) (A}, hecause when = rule defines terms, the definthon should appesr where the term is first
nsed. Also, the words “related ISRS cosls”™ will be changed o “ISRS costs related Lo the cligible
replacaments,” for the reasons manbioned above.

COVMENT: Missouri-Americar Water Cornpany stated that subscetions (18) (1), (M), and (N}
of the proposed rule introduce addizional izams to be reviewud during the ISES proeass beyond
those provided [ur in House Bill 208, Il added that while some ol this information might be
relevant in a prudence review that is conducted as parl ol a general rals cusc, it 1s not the kind of
informational items that 2 utilivy should be reguired to provide when filing for an SRS, Tt
areued that thase provisions are inconsistent wilh scelion 393.1006.2(2) and vielate sechon
393,1006.10, and that they should bz climinate:l.

RESPONSE AND EXPLANATION OF CHANGE: The Commissien has reviewed the changes
suggesled Ly Missourli-Americar aud will not incorporale the recommendud change 1o
cubseetion (18) (D) ol (he proposed rule. The information deseribed m this snhsection is needed
to delermine whethar the project is ISRS-clipible and 1o properly determing lhe amonnt of the
[SR%. The Commission agrees that the informalional irems desenbed in subsscrions (18) (M)
and (M) ol the proposed rule may not be reguived when a ulility files for an ISRS, bur finds that
{hey are relevanl in a prudence review, Thersfore, Connmizsion will allow this informalion Lo
be provided in either a gencral ratc case filing or in an ISRS filing, These two subssctions will
he moved from ssetion (18) of the propesed rule, to section (20} of the rule, which pertains 1o
iterms that may be supplied in cither an ISRS fling or in a general rate case filinz.

COMMENT: The Office ol the Puhlic Counsel recommends addimg languags to subsection (18]
(T) that mirrors the language in Lhe propescd gas ISRS rule (proposed as 4 CSR 240-3.625 (18)
(M), (W), and (P). OPC says this would facililale verificarion that the property is eligible Lor
inclusion in the ISRS determinalion

QESPONSE AND EXPLANATION OF CHANGE; The Commission agrzes, in parl, and will
insert subsectian (O}, providing: “An explanzrien: of how the infrastructurs replacement projects
gssacizied willl the 1SRS do not inereasc revenuas by directly connecting the infrastructure
replacement 1o new customers,” ‘The Commission will also insert suhszetion (P), providing: “An
sxplanation ol when the infrastruclure replacement nrojecls sssociated with the ISES were
comploted and became used and useful”  The additional gubzeclions will facilitate Lhe
determination ol wheilier property 1s ISRS-cligible.

COMMENT: The Office of the Public Counsel stated thal Honse Bill 208 requircs water
corporations to provide information that is not included among the list of items that section (18)
of the proposcd rale requires them o provide. The OPC recommends that seclion (18) o the
proposed rule be modilied to require that the aceumnulated deprecialion cxpense and accurnulated

-
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deferred income taxes associated with cach ISRS-eligible property he provided with cach ISRS
f:ling, 5o they can be recognized in dercrmining the amount of the TSRS,

RESPONSE: The Commission sopreciares the OPC's comments, but does nol agree that the
suszestad ehanges are nccessary. as it is Lkely (hul he referenced infurmation will be provided
it the workpapers showing how the petitiening water utility celoulated 1ts proposed ISR,

COMMENT: The Staff of the Public Serviee Commission recommended thal five changes be
mude to sections (18), fur purpeses of clarification sndfor in responss W comments received. [t
suggested thul: subsection (G) of the proposed rule he revised to hetrer defing the lorm “net
original eost”; m subsection (H) of the proposed rule, the word “the" be msorted before the word
“eource™ n subscetion (M) of the propused rle, the words “incurred for” be substilutud for the
words Sassociated wilh,” and the word “and” be doleted from the end of the supsection; the
punctuation mark at the end of subscetion (M) of the proposed mile be changed from a perad o a
semicolon: and that new subsections be added, w require water corporations (o gxplain how the
infrastricture replacement projocts de not nercase revenaes hy directly connecting to new
customers, and when the infrastructure replasunent prajects became vsed and useful.
EOSPONSHE AND ONTFLANATION OF CHANGE: The Commission agress and will maks the
recommended chanees. The reason for lhe change to subsec Gom (5 1= a2t forth above. The new
subscetions will be designated as subsections (198 (M) and (W) in the rule, The other changes
ave to improve clanty and grammar.

COMMENT: In comments at the public hearing on this ruls, John Coffman, Public Counsel.
supgeosted that this rule be consistent with the Gus ISRS Rule (4 CSR 240-3.025) to the exienl
appropriate [or the different indusines.

EESPONSE AND EXPLANATION OF CLIANGE: The Comumission agrees and will add
subsections (20) (C) and (D) Lo the rule, to be consistent wilh he provisions of 4 CSR 240-3.623.
Suhsection (20) (C) will require the water corporation te submil an cxplanation of how long
s frasiruciure had heen in serviee before it was replacad or abandoned.  Subscetion (20) (D} will
requirz the waler corporation o submit infurmation abaut the request for nroposal (RET) process
used in selecting the entily that completed the infrastructure replacement projeets.  These
informational ilems may be submiiled cither with the ISRS application or in the water
corporation’s next rale case, and are required for the Commission’s determination that the
replacemenis wers prudent.

4 CSR 240-3.650 Water Utilitv Petitions for Infrastructure System Replacement
Surcharges

(1) As used in [hiz rule, the following terms mean:
(A) Appropriate premux Tevenues — the reveiiues necessaty Lo

1. Produce nel wperating meome equal to the oliagible weter uliliiy's weighted cost of cepial
multiplied by the net avigmal cost of eligibls infrastracture system replacaiments (original cost of eligibls
infrazruciure svstem replacements, net ot accumulated deferred income taxes end accumulated
depreciation associated with the replacerzents], eluding recognition of accurmulated deferred incormi:
laxes and accumulatud depreciation associated with cligible mirastruciure system replacemenls (hat are
ineluded in 4 currentiy effective ISRS;
Recover state, (ederel, and locel meome or exeisc tades applicable 1o such incoiie; and

%
3. Recover all other ISES costs;



(2 SRS costs — annual depraciation expenses, and properly taxes that will be due wilhin twelve (12)
months of the TSRS filing, on the total ezt of elipible infrastuciure sysiem replacaments, reduced by
anmual depreciation experses and properly laxes on any rsiatec facility Telirements,

(7) Upon the filing ol = petition seeking to esiablish or chanpe an ISRS, the conurission will pulklish
noties of the filing.

(%) The eligiole wates utility shell provide the following nofiees Lo its customers, with sueh notices to be
approved by the commizsion m aecordasnee with sestion (9 of tis rale belore they are sent to the
CLSTOIMETS!

{A) An initial, one (1)-tme nolice 1o all polentially affected cuslomers, with such notice 0 be sent o
eussarmers 1o later (han when customers will receive their frst Lill that includes =n TSRS, explauung the
subject utilily's infrastructure system replacemenl program, explaining hev 15 BSIRE vl be applied to iix
vurions customer classes and identifying the siatutory gutherity wnder whickitzs implementin tis ISR,

(U3 A surcharge description on all affected custemer bills. which inferms the customers of the
existence sl amoust of the ISRS on Lhe hills

(93 Within twenly (20) days of the eligible water util:ly's filing of & peiliun o establish an [SEE, the
subjee. wility shall submit the following ilems 1o the commussion oz approval er rejection, and the uitice
ol the public counsel may, wiihin ten (10) days of the watsr u lity's tiling, submit commuenis regarding
these iters to the commmiss o

(&) An exarnple of the noties required by subsuetion (8)(A) of this Tule;

(B) An example of the notice reguired by subsection (2)(B) of Lhis ruter and

() An example customer bill showing how the ISRS will Te desezibed on alTeeted customers' bills in
accordance with subsection {$3W ) of thiz rule.

(107 When an eligible water wility files & pefition pursuant fo the provigions of s rule and sections
307, 1000 to 3931006, RSMo, the commission shall conduct an examination of the propased ISRS.

(113 Lhe staff of the commizsion may exanune the information the eligible water utility provides pursuant
to the provisions of this rule and sections 3931000 10 3931000, RS3e, o contirm the undeslying cosls
related 1o and the proper coleulsdion of the proposed LBRS, and may subpit 2 repor: roganding its
examination 1 the commission not later than sixty (60) days after the slighle water utilty files s
petition. The stalt shall not examing any wother reverae requirement ¢ ratemakmg issues no s
comsideration of the petition or associated proposed rate schedules.

(13) If tke commission finds that a pelidon complies with the requircments of seciions 3931000 1o
1031006, Rahlo, the commission shall enter an order authorizing the eligible water u lility W impose an
1SKS that is sufficient o recover appropriate pretax revenues, as determined by the commission.

(14) Compmssion epproval ol'a petition, and any associated el sehedules, to eszablish ar changes an ISKRS
pursuznt to sections 393.1000 to 3931004, RSMo, shall in ne way be binding upon the Comrission in
derermining the ratemaking weatment (o be applied to eligible infrastruclure sysem replacements during a
subscquent general tate proceeding when The eommissien may undortake to review the prudence of such
costs, In the event the commission disallows recovery of cosis associated with cligible infrasmudtiore
gvetern replacernents previcusly collseted through an TSRS, a3 a part of 1t arder in a subsequent general
rate procesding, the water ullily shall offses its [SRS i the future as nueded to recognize and aveount for
any such disallowsnees. Mothing in this rule or seetion 292.1006. RiMa, chall be consbued as lumiling
the suthoriy al’ the Commission to review and consider indrastructirg syslem replacemsnt costs alung
with vther costs during any peneral rale procesding of an ehgible water wtility.
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(15} An cligible water utlity may elfeciale o change in an I3RS no mer atten thas two (2] tmes during
cvery twelve (12-mont Deriod, with the first sueh veriod begimning en the effective dale ol the rate
'? : ' 3 . . - . = = - a - - - -
sclecnles that cstablish an inital SRS, For the purposes of this sestion, an inibal TSR 15 the first ISR
ranted o the subyect wutlmy or an ISRS eslanlished after an [SR5 iy reset to zero purstant to the
g
provisins of szenon (17) of tos role.

(10 Ad the end of vach twelve (12)-month period thal an I3RS 15w effect. the <liaihle water utiliny shall
reconcile the differences berween the rovenues resulting from the TSRS erd the appropriete prolex
revenies as tound by the commission or that period, and shall submit the reconciliation and propase
1SRS rate scheduls revisions to the commmssion for spproval o recover or relund the ditterence, &5
appronrace,

(17) An eligible water utility 1Tl has implemented an I3RS shall I3l ravized TSRS rale schedules to reses
the ISES to zoro when new base rates and cmarpes become effective [ullowwing o commission urdi
establishing customer raiss i a geners] rate procesding that ineorporates eligible costs previously
reflectad = an ISRS imio the subject utlin's base rates. 11 an over or under recovery of LIS revenues,
meluding any eommission ordered refunds, exisis after the [SRS has bewer reset w0 zero, the amoeunt of
aver or under recovery shall oo iravked inan account end considered in the water utility's nuxl SRS fling
that it submiis pursuamt 1o the provisions of section (2} of this rule.

(12) Upon the inclugion of eligible vosts previousy rellected in an TYRS in an eligible walor utilinv's base
rates. the subject wility shell immediately thersafter reconcile any previously unreconciled LRES revenves
e5 mecessary Lo ensure that revenues resuling Fom the [SRE match, as clissely as possible, the appropriate
pretax revenuss as found by the vornrmission for that perzod, and ynall track such revenues pursuant 1o the
prowisons of seetion (17) e this rule.

(193 At the Lime that an eliginle waler wility liles a penuon with the comnusson seeking 1o establish,
chanpe or reconcile an TSRS, it shall submit proposud TSRS ra schedules wrd it suppoTing
documentation Temnling the caleulation of the propossd TSRS with the petilion, and shall serve the office
of the public counssl with 2 copy ol ilx pehtion its pronosed rale schedules and ils supperting
documentation, The subjeel wlilily's supporing documentziivn shall include wiorkpapers showing T
calcularions of the proposed SRS, and shall include, a1 a minimum, the following intormation:

(3} The costs shat are eligible for recovery durning the period in wiich the ISES will he in etfect,
includmg the net eriginal cost of the infasiructure system replacements and the amount of ISES costs
slatad to the eligible replacements: and a breakdown of the eligible replacements identified Dv work
erder ¢r cost center for each o the lellowing projest categories:

1. Mains, ard assoc:ated valves and hydrants, inslalled as replacements lor existing facilities thal
mave worn onl or are in deteriorated condition;

2. Main cleaning and relining prajects;

2 Taeilities relueations required due o construction o improvement of a higiway, road, streel,
public way, or ether public work by or on behall at'the Unmited States;

4. Facilines relocatons required dus to construction or improvement of a highway, road, sireet,
public way, or olher public work by oz on Behalf of (his slate;

5. Fucilities relocations required due o eonstruction or improvement of & highway, road, sireet
public way, or other public work by or en behals of a pohitical subdivision nf this state; and

6. Facilitizs relucations recuirsd due to constuction or improvement of a highway, roed, strest,
public way, or uther public work by or on behalf of an encity ather than the Tinited States, this state or a
solies] subdivision of this stale, having the power of eminent domain;

(H) The appliceble customer class billing determinants used 1 calculating the proposed 1SRS, and an
explanztion uf the seurce of and the basis for using those hilling determinants:

g



(M) An explanation of how the nfrastructure replacement projects assoctated with the SRS do not
imerease revenues by directly cornecting the atrastruciure replacemunl 1o New CUSTOMErs: and

(M) An explanation o when the inTrastructure renlucernent projects associzted with the TSRS wers
completed and becarme wsed and vserl

(20) In addition to the faformetivn required by sectien (1%) il (nis rule, the eligble waler uiility shall 2lso
subrt the following infermation, either when it submis the information requirad by sectiom (19 of this
roie o when 1 (Vles iLs next genere| vate case:

(A} An explanziion of the efforts Lo guantify and seck reimbursernent for any costs associaled wilh
feility relocations raquired (ue to constucton or imprevermeni of a ligTway, road. siroel, pubdic way, or
other public wark by or o behalf of the United Suales, this state, 2 nolideal sululivision of this state or
another enlity havog the nower of coment domnain, which could olTsel the requested ISES revenues;

(B} If any of the projucis wssocieted with the TSRS werw funded throngh finaneing amengements
corectad specifically 1o the projects, an explanation of how the projects were Mindad. including the gmount
of debt emd the interest zale om That debl;

() An explanation of how Tong any faciitics that were replaczd by eligible infasireclure system
replacements had buen in service when they were renlacul o abandoned; and

(T3) A= explanation of the request Tor propesal (REP) pracess uswd. or the reasons that a BTP process
was not used, to selewt the entity that performed the infrastructre replacement prujects associated with
the 1SES.

(21) In addition to the infurmation raquired by section (12) of this rule, the eligible waler wtilicy shall also
provide the [ollowing information when it [les a petition with The commission seeking to sstablish,
change or reconcile ao ISRS:



MEMORANDUM

TO: Dale ITardy Roberts, Sserelary
IPATE: February 24, 2004
RE: Authorization to Tile Order of Rulemaking 4 CSR 240-3.650 with the Olice ol the

Scerctary of State
CASE NO.: WX-2004-0093

The undersinged cormissioners hereby authorize the Secretary of the Missouri Public Service
{Commission to file with the Office of the Secretary of State, lo wil:

4 (ISR 240-3.650  Water Utility Petitions for Infrastructure System Replacement Surcharpes

(_/’LLM j//ff’fﬂ-r-af,

Connie Murray, Commissichdr




