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BEFORE THE PUBLIC SERVICE COMMISSION  
OF THE STATE OF MISSOURI 

 
 

In the Matter of Missouri-American Water  ) 
Company for a Certificate of Convenience  ) 
and Necessity Authorizing it to Install,  ) Case No.  SA-2015-0150 
Own, Acquire, Construct, Operate,  ) 
Control, Manage and Maintain a Sewer  ) 
System in and around the City of Arnold, MO. ) 
 
 
 

STAFF RECOMMENDATION 
 

COMES NOW the Staff of the Missouri Public Service Commission, by and 

through counsel, and hereby recommends, subject to the conditions contained herein, 

that the Missouri Public Service Commission (Commission) grant to Missouri 

American Water Company (MAWC), Certificates of Convenience and Necessity 

(CCN) to provide regulated sewer service in an around the City of Arnold, MO (City).   

In support of this Recommendation, Staff states as follows: 

1. On December 19, 2014 the applicant filed an application for a certificate of 

convenience and necessity to operate a sewer utility in and around Arnold Missouri and 

the application was assigned case number SA-2015-0150.  On December 22, 2014, the 

Commission issued its Order Directing Notice and Setting Date for Submission of 

Intervention Requests.  On January 21, 2015, the Missouri Attorney General’s Office on 

behalf of the Department of Natural Resources sought intervention into the case which 

the Commission granted on February 20, 2015. On January 28, 2015, Staff filed a 

Status Report, in which Staff stated that it expected to be able to file a recommendation 

on or before April 2, 2015. This filing complies with the notice provided to the 

Commission on January 28, 2015.   
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2. The City, with a population of over 20,000, is located along Interstate 

Highway 55 in Jefferson County, along the Meramec River, and is effectively a part of 

the suburban St. Louis area. The City’s sewer utility operation, as a municipally-owned 

system, is not subject to regulation by the Commission. Most but not all areas within the 

City’s municipal boundary limits are served by the Arnold Sewer System, and there are 

some areas where the Arnold Sewer System extends outside of the municipal limits. 

3. During the November 2014 general election, the City placed on the ballet 

the question of whether the City should sell the Arnold Sewer System to MAWC.  

MAWC had proposed to purchase the Arnold Sewer System for approximately $13 

million and the assumption of nearly $8 million in debt owed to the Metropolitan Sewer 

District. When this transaction was presented to the voters of the City, 69.18% (3,723 of 

5,382 votes cast) voted in favor of the transaction. There appears to have been 

substantial public information pertaining to this matter provided and available to the 

residents of the City. Therefore, Staff does not believe that a public hearing is warranted 

in this matter. 

4. Pursuant to Section 393.170, RSMo (2000), no water and/or sewer 

corporation shall provide service to consumers without first having obtained approval 

from the Commission. In determining whether or not to grant such approval the 

Commission has traditionally applied the five “Tartan Energy Criteria” established in In 

the Matter of Tartan Energy Company, et al., 3 Mo. PSC 3d 173, 177 (1994). These 

criteria are further explained in the attached Staff Memorandum, Appendix A, and 

incorporated by reference herein. 
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5. As explained in Appendix A, Staff conducted an investigation into MAWC’s 

request including, but not limited to, a review of the feasibility studies provided by  the  

Company  and  an  evaluation  of  its  estimated  capital  costs  and  proposed operating 

expenses. Based upon this review, Staff has determined that MAWC fulfills the 

requirements of the Tartan Energy Criteria. 

6. MAWC proposes, as stated in the Application, that its service area for the 

Arnold Sewer System it proposes to acquire from the City, referred to herein as the 

“Arnold Service Area,” be described as “The City of Arnold and the Surrounding Area.”  

Staff takes the position that this is not a legal description that meets the requirements of 

the Commission’s filing requirements as found at 4 CSR 240-3.3051 or 4 CSR 240-

3.3402. Staff and MAWC are in the process of working on a service area description that 

more accurately describes and reflects the service area boundary proposed in this case.  

A finalized written legal description of the service area, consistent with 4 CSR 240-3.305 

and 4 CSR 240-3.340, will be included as a late-filed document in this case as soon as 

possible after Staff and MAWC have a finalized version available. 

7. Staff takes the position that approval of a CCN for MAWC to provide 

sewer service in the Arnold Service Area is not detrimental to the public interest. The 

current owner of the assets, the City, wishes to transfer the assets to MAWC, and 

MAWC has adequate technical, managerial, and financial capacity to operate and 

maintain the facilities and provide service to customers. Additionally, it appears there is 

                                                           
1 4 CSR 240-3.305(1)(A)(3), Filing Requirements for Sewer Utility Applications for Certificates of Convenience and 
Necessity, states that if the application is for a service area the applicant shall provide “The legal description of the 
area to be certificated”. 
2 4 CSR 240-3.340(1), Filing Requirements for Sewer Utility Tariff Schedules, provides that any tariff on file with the 
Commission provided by the sewer utility shall contain “all maps of the area served or professed to be served and 
the legal description thereof.” (emphasis added).  
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a strong desire by the citizens of the City for MAWC to take over the assets given the 

public vote and nearly 70% approval of the acquisition.   

WHEREFORE, Staff respectfully submits this Staff Recommendation for the 

Commission’s information and consideration and hereby requests the Commission issue 

an Order granting MAWC a Certificates of Convenience and Necessity to Install, Own, 

Acquire, Construct, Operate, Control, Manage, and Maintain a Sewer System in and 

around the City of Arnold, Missouri, subject to the conditions contained in Appendix A. 

Respectfully submitted, 
 

/s/ Cydney D. Mayfield 
Cydney D. Mayfield 
Missouri Bar Number 57569 
Senior Counsel 
Attorney for the Staff of the 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, MO 65102 
573-751-4227 (Voice) 
573-526-6969 (Fax) 
cydney.mayfield@psc.mo.gov 

 
 
 

CERTIFICATE OF SERVICE 
 

I hereby certify that a true and correct copy of the foregoing was served, either 
electronically or by First Class United States Mail, postage prepaid, on  
this 1st day of April, 2015, to the parties of record as set out on the official Service List 
maintained by the Data Center of the Missouri Public Service Commission. 
 

/s/ Cydney D. Mayfield 
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APPENDIX A 

 
M E M O R A N D U M  

 
 

TO:   Missouri Public Service Commission Official Case File 
Case No. SA-2015-0150 
Missouri-American Water Company   

 
FROM:  Jim Merciel – Water and Sewer Unit; Case Coordinator  

Amanda McMellen – Auditing Unit 
John Robinett – Engineering and Management Services Unit 
Lisa Kremer – Engineering and Management Services Unit 
 
/s/ Jim Merciel           April 1, 2015  
Case Coordinator     Date 
 
/s/ Kevin Thompson    April 1, 2015  
Staff Counsel      Date 

 
SUBJECT: Staff’s Recommendation to Approve a Certificate of Convenience and Necessity 

(Arnold) 
 
DATE:   April 1, 2015 
 
CASE BACKGROUND 
 
On December 19, 2014, Missouri-American Water Company (MAWC or Company) filed an 
Application and, if Necessary, Motion for Waiver (Application) with the Commission seeking a 
Certificate of Convenience and Necessity (CCN) and authority to own and operate a public sewer 
system and provide sewer service in and around the City of Arnold, MO (City).  In the Application, 
MAWC states that it intends to provide service in the area by acquiring an existing sewer system that 
is presently owned by the City, referred to herein as the Arnold Sewer System. 
 
On December 22, 2014, the Commission issued its Order Directing Notice, Setting Date for 
Applications to Intervene and Directing Staff to File a Recommendation regarding the Company’s 
Application.  This Order directed the Commission’s Data Center and Public Information Office to 
send out notices regarding the Application, and also established the dates January 21, 2015 for 
interested parties to submit requests to intervene in the case, and January 31, 2015 for Staff to file a 
recommendation or a status update.  On January 21, 2015, the Missouri Department of Natural 
Resources (DNR) submitted an application to intervene, which the Commission granted on February 
20, 2015.  On January 28, 2015, Staff filed a Status Report, in which Staff stated that it expected to 
be able to file a recommendation on or before April 2, 2015. 
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BACKGROUND OF THE UTILITY SYSTEM 
 
The City, with a population of over 20,000, is located along Interstate Highway 55 in Jefferson 
County, along the Meramec River, and is effectively a part of the suburban St. Louis area.  The 
City’s sewer utility operation, as a municipally-owned utility, is not subject to regulation by the 
Commission.  According to MAWC’s application, it presently has a mix of approximately 8,800 
residential, commercial and industrial customers.  
 
The Arnold Sewer System consists of gravity sewers, six lift stations with force mains, and two 
metering points where sewage is sent to the Metropolitan St. Louis Sewer District (MSD) for 
wholesale treatment at MSD’s Lower Meramec Wastewater Treatment Facility, which is located 
across the Meramec River from the City.  Portions of the Arnold Sewer System were constructed in 
relatively recent years under the authorization of the City, either as new development took place or 
for developed but unsewered areas.  Other portions of the Arnold Sewer System are comprised of 
what were small subdivision-size sewer systems with individual treatment facilities that pre-date the 
existence of the City’s utility operation.  Several of these older systems were owned and operated by 
regulated sewer utilities in the 1960s through the 1980s, were sold to the City, and then consolidated 
by the City into what is now a single municipal sewer system by connecting the collection systems 
and eliminating small treatment facilities.  Since some portions of the Arnold Sewer System are of 
considerable age, the City has undertaken rehabilitation projects in the past; and additional 
rehabilitation and repairs will continue to be necessary in the future.   
 
Most but not all areas within the City’s municipal boundary limits are served by the Arnold Sewer 
System.  There are also some areas where the Arnold Sewer System extends outside of the municipal 
limits.  
 
STAFF’S INVESTIGATION 
 
MAWC is a regulated water and sewer utility serving more than 450,000 water customers and more 
than 4,000 sewer customers throughout the state. It has been in business as a water utility for many 
decades, and over the years it has acquired some of its systems, both large and small, through various 
mergers and acquisitions.  In recent years, MAWC has acquired several small existing water and 
sewer systems.  MAWC is a subsidiary of American Water Works Company, Inc., and is affiliated 
with other companies that undertake some of the tasks associated with utility service.  
 
MAWC proposes, as stated in the Application, that its service area for the Arnold Sewer System it 
proposes to acquire from the City, referred to herein as the “Arnold Service Area,” be described as 
“The City of Arnold and the Surrounding Area.”  Staff takes the position that this is not a legal 
description that meets the requirements of the Commission’s filing requirements as found at 4 CSR 
240-3.340.  Staff and MAWC are in the process of working on a service area description that more 
accurately describes and reflects the service area boundary proposed in this case.  A map 
corresponding to this description is included as Attachment A and incorporated herein by reference.  
Staff and MAWC agree that this map accurately depicts the intended service area, and is a final 
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version.  A draft of a revised service area description is included as Attachment B and incorporated 
herein by reference.  However, it is a draft because Staff and MAWC have not yet finalized the exact 
wording of this description.  A finalized written description will be included as a late-filed document 
in this case as soon as possible after Staff and MAWC have a finalized version available. 
 
MAWC will need tariff rules and published rates in effect when it begins providing sewer service in 
the Arnold Service Area.  In its Application, MAWC stated that it intends to utilize rates and rules 
that are currently in effect for sewer service in its Cedar Hill operating district, which is approved by 
the Commission and published as MAWC’s sewer tariff No. 8 in the Commission’s electronic filing 
and information system (EFIS).  However, upon further tariff review and working on revisions, 
MAWC determined that writing a new tariff document for the Arnold Service Area would be a more 
straightforward and preferred way to apply rules and rates.  A new tariff for the Arnold Service Area 
would become MAWC’s tariff No. 21 in EFIS.  Staff agrees that this approach is reasonable, and is 
currently working with MAWC in developing such a tariff document for filing after approval of this 
proposed CCN, and before acquisition of the Arnold Sewer System.   
 
In paragraph 13 of its Application, MAWC requests approval of rates for sewer service that are 
identical to rates presently charged by the City, except MAWC proposes to bill customers on a 
monthly basis instead of quarterly as is the City’s practice.  Current rates, as specified by the City’s 
ordinances, are $73.00 per quarter for the first 15,000 gallons (water usage) plus $4.35 per 1,000 
gallons over 15,000 gallons usage. There is also a provision for a rate that is reduced by 14% to be 
charged to the neighboring Rock Creek Public Sewer District (Sewer District), applicable to any of 
its customers who are directly connected to the Arnold Sewer System.  The City’s Ordinance No. 24-
83, pertaining to sewer rates, is included as Attachment C and incorporated herein by reference.  
MAWC’s proposed monthly rates would be one-third of the current $73.00 quarterly charge, or 
$24.33 per month for the first 5,000 gallons water usage, plus $4.35 per 1,000 gallons over 5,000 
gallons usage.  The proposed rate for the Sewer District, applicable for its customers connected to the 
Arnold Sewer System, is $20.93 per month for the first 5,000 gallons water usage, plus $4.35 per 
1,000 gallons over 5,000 gallons usage.  Staff agrees this proposal for rates is reasonable.  
 
These tariff provisions should be effective prior to MAWC closing on the assets and providing 
service in the Arnold Service Area.  Staff will offer to continue to assist MAWC with the preparation 
of an appropriate tariff document, if desired. 
 
PUBLIC NOTICE 
 
At the November 2014 general election, the City asked its citizens to determine whether the City 
should sell the Arnold Sewer System to MAWC.  MAWC had proposed to purchase the Arnold 
Sewer System for approximately $13 million and the assumption of nearly $8 million in debt owed 
to MSD.  MAWC further intends to invest over $5 million in upgrades to ensure the Arnold Sewer 
System is compliant with applicable law. When this transaction was presented to the voters of the 
City, 69.18% (3,723 of 5,382 votes cast) voted in favor of the transaction.1  There appears to have 
                                                 
1 The proposed sale and voting information as stated herein is as presented in paragraph 10 of MAWC’s Application. 
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been substantial public information pertaining to this matter provided and available to the residents 
of the City of Arnold.  After the City’s council voted to place the Arnold Sewer System sale on the 
ballot, a news article appeared in the Jefferson County Leader on August 15, 2014; the article is 
posted on the Leader’s website, and a copy is included as Attachment D and incorporated herein by 
reference.  Prior to the election, MAWC and the City undertook an educational campaign by 
providing information and conducting some local meetings, as outlined in Attachment E, which is a 
document provided to Staff by MAWC.  A message from the City’s mayor, a newspaper article and 
an editorial appeared in the Arnold-Imperial Leader on October 30, 2014, a copy of which was 
provided to Staff by MAWC and is included as Attachment F and incorporated herein by reference.  
 
TECHNICAL, MANAGERIAL, AND FINANCIAL CAPACITY 
 
DNR reviews new proposed water system operations using, among other criteria, determination of 
technical, managerial and financial capacities of the operation, referred to as “TMF.”  These review 
criteria points were developed by the United States Environmental Protection Agency.  Although 
utilized by DNR for new water systems, Staff finds the concepts of TMF useful in studying some 
situations involving existing water and/or sewer systems as well.  Staff’s TMF review is as follows: 
 
Technical Capacity  
 
MAWC, along with its affiliates, has experience in the design, operations and upgrades of water and 
sewer systems, both large and small.  MAWC has a staff of professional operators, engineers, 
technicians, accountants and customer service specialists, including those within various supervisory 
levels, to undertake utility operations, and also has access to professional personnel of its affiliates.  
MAWC also utilizes contractors for various tasks primarily for extraordinary work or to supplement 
in-house work during unusually heavy workload times.  The Arnold Service Area is within 
reasonable working proximity to other water and sewer systems owned and operated by MAWC, 
specifically a large water system serving St. Louis County, and a sewer system in Cedar Hill, MO 
approximately 20 miles distant.  MAWC has demonstrated, over many years, its ability to operate 
water and sewer systems on a continual basis from a technical capacity perspective.  
 
There are no significant or unusual deficiencies with the Arnold Sewer System collection system and 
lift stations.  Since there are portions of the Arnold Sewer System that are old, MAWC will likely 
need to continue to undertake rehabilitation projects.  Any such capital costs will be reviewed in the 
context of the future rate cases.  In addition to requirements of the Commission, MAWC will need to 
continue, or implement, operations procedures that would comply with DNR requirements. 
 
Managerial Capacity  
 
Similar to its technical capacity, MAWC’s staff of professionals, along with staff associated with 
MAWC’s affiliates, provides the ability to undertake facility operations, and handle all aspects of 
customer service.  MAWC has, at most times over the years, demonstrated such ability with other 
service areas; however, Staff points out that recently MAWC has experienced some issues with 
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certain aspects of services provided to its customers through affiliates.  MAWC utilizes a nationwide 
billing system and utilizes nationwide call centers through affiliates.  In order to include the Arnold 
Service Area customers into its billing and customer service systems, it will be necessary for 
MAWC, along with its affiliates, to properly enter the Arnold Service Area customers’ account 
information into its billing system as sewer customers, to accurately apply the appropriate approved 
rates, and to obtain and record correct meter readings.  Also, it will be necessary for MAWC or an 
affiliate to provide updated information to the call center personnel, and training as necessary, 
regarding rates and rules applicable to the Arnold Service Area customers such that billings are 
accurate and customer service matters are handled accurately, properly and in a timely fashion. 
  
Financial Capacity  
 
MAWC has demonstrated over many years that it has financial resources to operate utility systems 
that it owns, to acquire new systems, to undertake construction of new systems and expansions of 
existing systems, to plan and undertake scheduled capital improvements, and timely respond and 
resolve emergency issues when such situations arise.   
 
The Auditing Unit conducted a review of plant-in-service records and expense records for the Arnold 
Service Area.  Attachment G, incorporated herein by reference, shows information for Arnold 
Service Area projected plant-in-service, depreciation reserve, Contribution in Aid of Construction 
(CIAC) and CIAC amortization balances as of August 31, 2014, with an estimated rate base as of 
that date of $13,608,0512.   
 
In regard to the matter of whether an acquisition premium exists as a result of the proposed 
acquisition, the purchase price being paid by MAWC is less than the net book value, as calculated by 
Staff for the sewer assets that are being acquired, and less than the rate base amount estimated by 
Staff.  Staff recommends that the account balances shown in Attachment G to this Memorandum 
should be the account balances as of August 31, 2014, to be used by MAWC as of that date.  
However, this Staff-recommended balance could be subject to change or modification in future 
cases, if and when additional information becomes available. 
 
By Commission regulations, MAWC should keep its financial records for utility plant-in-service and 
operating expenses in accordance with the National Association of Regulatory Utility Commission 
(NARUC) Uniform System of Accounts.  Staff will recommend the Commission specifically require 
such recordkeeping requirements apply to the Arnold Sewer System. 
  
The Commission’s Engineering and Management Services Unit (EMSU) recommends the 
Commission approve the use of current sewer depreciation rates that were ordered by the 
Commission for MAWC in Case No. WR-2011-0337, to be applied to the Arnold Sewer System 

                                                 
2 This rate base number simply reflects Staff’s findings in a review, and is presented for information only.  There has 
been no negotiation with other parties who might be interested in a rate base level and who might believe a different 
number is appropriate.  The Staff is not recommending that the Commission make any finding on rate base level, nor 
make adjustments to any existing rates or charges, in this case.  
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assets.  The depreciation rate schedule for sewer assets are included as Attachment H, and 
incorporated herein by reference. 
 
CUSTOMER SERVICE AND BILLING ISSUES 
 
In previous CCN or transfer cases where MAWC was acquiring systems and additional customers, 
Staff either stipulated or recommended that MAWC undertake actions and submit reports to Staff 
that address a variety of customer service and billing issues.  These actions and reports were 
stipulated or recommended in Case Nos. WM-2001-0309, WR-2003-0500 and WR-2007-0216 in 
order to 1) ensure transparency to the former customers during the transition period, 2) ensure the 
Company’s billing information was accurate, 3) ensure the former customers were being properly 
billed and 4) ensure the Company adhered to applicable rules and regulations and its tariffs.  To 
address these matters specifically as applicable to MAWC’s adherence with the Commission’s 
regulations pertaining to customer billing, Staff recommends that an order that would be issued by 
the Commission: 
 

• Requires MAWC to ensure adherence to Commission Rule 4 CSR 240-13.020(1) regarding 
the production of customer bills within a 26-35 days of service billing period within thirty 
(30) days of the Commission order approving the Application; 
 

• Requires MAWC to distribute to each of the Arnold Service Area customers, prior to the first 
billing from MAWC, an informational brochure pertaining to sewer service, detailing the 
rights and responsibilities of the utility and its customers consistent with the requirements of 
Commission Rule 4 CSR 240-13(3); 
 

• Requires MAWC to include the Arnold Service Area customers along with existing 
customers for its monthly reporting to the EMSU staff for 1) Average Abandoned Call Rate, 
2) Average Speed of Answer, 3) 1st Call Effectiveness, 4) Average Customer Response 
Time, 5) Call Volumes, 6) Call Center Staffing, 7) Call Center Staffing Levels, including job 
titles and the number of people employed in each category, 8) the number of actual monthly 
meter reads in total and by district, 9) the number of monthly estimated meter reads, 10) the 
number of consecutive estimated reads and 11) the meter reader staffing levels; 
 

• Requires MAWC to provide adequate training necessary for the correct application of rates 
and rules that result from the issuance of this CCN to all customer service representatives 
prior to the Arnold Service Area customers receiving their first bill from MAWC; 
 

• Requires MAWC to provide to the EMSU staff on a monthly basis a document detailing the 
bills to Arnold Service Area customers that were issued for greater than thirty-five (35) days 
of service; 
 

• Requires MAWC to provide to the EMSU staff, within thirty (30) days after billing, a sample 
of eighty (80) billing statements of residential customers and ten (10) billing statements of 
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commercial customers of its first month bills issued to the Arnold Service Area customers, in 
order to check for accuracy. 
 

In Case No. WC-2014-0138, a complaint filed by the Office of the Public Counsel against MAWC 
on November 13, 2013, and subsequently consolidated with 25 formal complaints filed by individual 
customers regarding similar service issues in MAWC’s Stonebridge service area, Staff was made 
aware of customer service and billing issues.  There were twenty (20) recommendations made to 
MAWC in Staff’s Report filed March 14, 2014. 
 
Staff wants to ensure that the Arnold Service Area customers are accurately billed by the MAWC, 
and for this reason recommends the Commission order MAWC to require these actions and reports 
to apply to the Arnold Service Area as well as to MAWC’s existing service areas.  
 
THE TARTAN ENERGY CRITERIA 
 
As is customary with most cases involving a new CCN, Staff is using criteria similar to that which 
was studied by the Commission in a past CCN case that was filed by the Tartan Energy Company to 
justify granting a CCN, as follows: 
 
Is there a need for service? 
 
Yes, there is a need for service, in that residential customers desire and need sewer service. 
Additionally, proper operation and upkeep of the existing Arnold Sewer System is necessary in order 
that customers will have safe and adequate service, and to maintain compliance with water pollution 
regulations. 
 
Is the Company qualified to provide the service? 
 
Yes, MAWC is qualified to provide the service, as is demonstrated by its providing the same or 
similar service in other areas of Missouri. Staff has determined that MAWC is able to assume 
operations of the existing Arnold Sewer System, and is capable of undertaking necessary future 
improvements for continued operations of the systems. 
 
Does the Company have the financial ability to provide the service? 
 
Yes, MAWC has demonstrated that it has sufficient financial resources, and is able to evaluate the 
costs of alternatives when undertaking operations and capital improvements. 
 
Is the Company’s proposal economically feasible? 
 
Yes, the proposal is economically feasible, based on Staff’s overall evaluation and MAWC’s ability 
to combine the proposed operation into its existing operations. 
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Does the Company’s proposal promote the public interest? 
 
Yes, MAWC’s proposal to acquire the responsibility from current owners and provide future service 
promotes the public interest. 
 
Could the service be provided by another entity? 
 
Except for the City as the current owner of the Arnold Sewer System, there are no other entities 
readily available to provide service. The City desires that the Arnold Sewer System be transferred to 
MAWC and that it thereby be relieved of the responsibilities associated with sewer service in this 
area. 
 
CERTIFICATE OF CONVENIENCE AND NECESSITY 
 
MAWC will need to hold a CCN, and an appropriate effective tariff, when it closes and acquires the 
Arnold Sewer System assets, and actually begins providing service to customers.  Therefore, Staff 
recommends that the Commission immediately grant MAWC a CCN, for a service area as requested 
and as shown by Attachments A and B, the exercise of which MAWC may begin upon acquisition of 
the Arnold Sewer System assets.  Staff recommends that MAWC be required to notify the 
Commission within five (5) business days after closing takes place. If such transfer does not take 
place within thirty (30) days after the effective date of a Commission order approving a CCN, then 
MAWC should submit a status report within five (5) days following that period of time regarding 
closing of assets, as well as further status reports within five (5) days of each thirty (30) day period 
following that as necessary.  In the event that MAWC determines that closing will not take place at 
all and it thus will not be providing service in the Arnold Service Area, then MAWC shall notify the 
Commission of such, at which time the CCN issued to MAWC for the Arnold Service Area should 
be either canceled or deemed null and void by the Commission. 
 
Staff recommends that MAWC be authorized to file a complete new sewer tariff, which would be its 
EFIS tariff No. 21 as described above in this memorandum, no later than thirty (30) days after the 
effective date of the Commission’s order approving a CCN, with 30-day notice, but prior to closing 
on the assets.  Staff also recommends that sewer service not be provided by MAWC in the Arnold 
Service Area until such a tariff is in effect, but that MAWC could seek expedited treatment if the 
closing of assets is expected to occur earlier than a filed tariff effective date.  In the event that such a 
tariff is filed and goes into effect for the Arnold Service Area, and MAWC subsequently determines 
that it will not be able to close on the sewer utility assets and will not be providing service in the 
Arnold Service Area, then the Commission should cancel the tariff. 
 
OTHER ISSUES 
 
MAWC is current on its annual reports through calendar year 2013, and is current on annual 
assessment payments through the third quarter of FY-2015. 
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MAWC is involved with several other pending cases before the Commission, as follows: 
 

WO-2015-0211 - Infrastructure System Replacement Surcharge Change 
WX-2015-0209 - Requesting rulemaking to create a Revenue Stabilization Mechanism 
WF-2015-0207 - Long Term Financing 
WC-2015-0171 - Formal Complaint (Westmoreland) 
SC-2015-0139  - Formal Complaint (Grady) 
WA-2015-0108 - CCN for service area of Redfield 
SA-2015-0065  - CCN for service area of the Benton County Sewer District No. 1 
WO-2014-0362  - Staff Investigation into the Adequacy of the Call Centers 
WC-2014-0161  - Formal Complaint (Smith) 
WC-2014-0138  - Formal Complaint (Office of the Public Counsel on billing matters,   
       consolidated with a number of individual formal complaints)  
 

Approval of a CCN for the Arnold Service Area will have no direct impact upon any of the other 
pending cases, and any action with regard to pending cases would have no direct impact upon 
approval of a CCN in this case. 
 
STAFF’S FINDINGS & CONCLUSIONS 
 
Staff takes the position that approval of a CCN for MAWC to provide sewer service in the Arnold 
Service Area is in the public interest.  The current owner of the assets, the City, wishes to transfer the 
assets to MAWC, and MAWC has adequate technical, managerial, and financial capacity to operate 
and maintain the facilities and provide service to customers.  
 
STAFF’S RECOMMENDATIONS 
 
Based upon the above, the Staff recommends that the Commission issue an order that: 
 

a. Approves the CCN for MAWC to provide sewer service, under conditions as described 
within this memorandum and following; 

 
b. Requires MAWC to notify the Commission of closing of the assets within five (5) days 

after such closing; 
 
c. Authorizes MAWC to submit a complete new tariff as described within this 

memorandum no later than thirty (30) days following the effective date of an order 
approving the CCN, as a 30-day filing, to become effective prior to closing on the assets, 
to become MAWC’s sewer tariff No. 21, depicting the Arnold Service Area with a map 
similar to Attachment A; a finalized written description to be late-filed that will describe 
the area shown in Attachment A, Attachment B being a draft example of such a 
description; monthly rates as described herein; service charges consistent with those of 
other MAWC sewer service areas; and rules for providing sewer service consistent with 
Commission regulations and current practice; 
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d. If closing does not take place within thirty (30) days following the effective date of the 

Commission’s order, requires MAWC to submit a status report within five (5) days after 
this 30-day period regarding the status of closing, and additional status reports within five 
(5) days after each additional 30-day period, until closing takes place or until MAWC 
determines that closing will not occur; 

 
e. Requires MAWC, if it determines that closing will not occur, to notify the Commission 

of such, after which time the Commission may cancel, or deem null and void, the CCN 
issued to MAWC, and cancel any tariff or tariff sheets, as appropriate, specific to the 
Arnold Service Area that may have become effective; 

 
f. Authorizes MAWC to utilize and apply depreciation rates as shown in Attachment H; 

 
g. Requires MAWC to keep its financial books and records for plant-in-service and 

operating expenses in accordance with the NARUC Uniform System of Accounts; 
 
h. Requires MAWC to keep operations records including those for customer 

complaints/inquiries, meter placement and replacement/testing, vehicle, equipment and 
telephone use records, and customer account records; 

 
i. Makes no finding that would preclude the Commission from considering the ratemaking 

treatment to be afforded any matters pertaining to the granting of the subject CCN, 
including expenditures related to the certificated service area, in any later proceeding; 

 
j. Requires MAWC to ensure adherence to Commission Rule 4 CSR 240-13,020(1) 

regarding the production of customer bills within a 26-35 days of service billing period 
within thirty (30) days of the Commission order approving the Application; 

 
k. Requires MAWC to distribute to each Arnold Service Area customer an informational 

brochure detailing the rights and responsibilities of the utility and its customers, prior to 
the first billing from MAWC, consistent with the requirements of Commission Rule 4 
CSR 240-13(3); 

 
l. Requires MAWC to include the Arnold Service Area customers along with existing 

customers for its reporting to the EMSU staff for 1) Average Abandoned Call Rate, 2) 
Average Speed of Answer, 3) 1st Call Effectiveness, 4) Average Customer Response 
Time, 5) Call Volumes, 6) Call Center Staffing, 7) Call Center Staffing Levels, 8) the 
number of actual monthly meter reads in total and by district, 9) the number of monthly 
estimated meter reads, 10) the number of consecutive estimated reads, and 11) the meter 
reader staffing levels; 

 



MO PSC Case No. SA-2015-0150 
Official Case File Memorandum 
April 1, 2015 – Page 11 of 11 Pages 
 

m. Requires MAWC to provide adequate training to all customer service representatives 
prior to the Arnold Service Area customers receiving their first bill for service from 
MAWC; 

 
n. Requires MAWC to provide to the EMSU staff on a monthly basis a document detailing 

the bills to Arnold Service Area customers that were issued for greater than thirty-five 
(35) days of service; and, 

 
o. Requires MAWC to provide to the EMSU staff within thirty (30) days after billing a 

sample of eighty (80) billing statements of residential customers and ten (10) billing 
statements of commercial customers of its first month bills issued to the Arnold Service 
Area customers.  

 
Staff will file a further recommendation regarding approval of tariff that MAWC will be submitting 
in accordance with the Commission’s order granting the CCN. 
  List of Attachments: 

 

Attachment A – Map of Service Area  

Attachment B – Description of Service Area (Draft version) 

Attachment C – City of Arnold Ordinance Regarding Sewer Rates 

Attachment D – Jefferson County Leader, August 15, 2014, News Article 

Attachment E – List of Informational Meetings, Locations and Dates 

Attachment F – Arnold-Imperial Leader, October 30, 2014, Mayor’s Message, News Article and Editorial 

Attachment G – Auditing Unit Asset Valuation and Plant-in-Service Balance 

Attachment H – Depreciation Accrual Rates for Sewer Plant 
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SA-2015-0150 
DRAFT - Description of Service Area 
 
Note – this is a draft version that is not yet finalized as of the date of this recommendation – 
Staff and MAWC are still working on refining and revising this description.  This description and 
any subsequent version that will be late-filed are to reflect the map as depicted in Attachment A, 
previous to this Attachment. 

 
 
An area located in Jefferson County, Missouri, more particularly described as follows: 
 
All of that area being located within the boundary, as presently defined, for the city limits of the 
City of Arnold, Jefferson County, MO, and in addition to said area located within the city limits 
of the City of Arnold, the following areas bordering said city limits are also included and are 
further described as follows: 
 

1. An area located in Jefferson County, MO, bounded on the North by properties fronting 
Northview Drive, thence bounded on the East by properties fronting Klahs Lane and 
thereon to its intersection with the city limits of Arnold, thence bounded on the 
Northwest by properties fronting Hill Drive, thence bounded on the Southwest by 
properties fronting Scenic Drive, thence bounded on the Southeast by the city limits of 
the City of Arnold, MO. 

 

2. An area located in Jefferson County, MO, bounded on the Northwest by Benton Drive, 
thence bounded on the Southwest by Tomahawk Drive and thereon to its intersection 
with the Southwest property line of a property owned by FoxC-6 School District, thence 
Southeast along the said Southwest line of property of said Fox C-6 School District 
property, to its intersection with the Arnold city limits, thence bounded on the Northwest 
by said city limits, thence following thereon to its intersection with Benton Drive. 

 

3. An area located in Jefferson County, MO bordering the city limits of the City of Arnold, 
being inclusive of all the properties fronting Elms Glen Lane. 

 

4. An area located in Jefferson County, MO bordering the city limits of the City of Arnold, 
bounded on the North by said Arnold city limits and Interstate Highway 55, thence 
bounded on the West by Interstate Highway 55, thence South and following said 
interstate to the Southwest corner of Lot 18 of Jefferson Square 14 subdivision, thence 
Northeastwardly along the Southeast property line of said Lot 18 to its intersection with 
the City limits of the City of Arnold. 

 
5. A line certificate covering the portion of the Pomme Creek Tunnel which extends across 

the Meramec River from Jefferson County, MO into St. Louis County, MO to a point of 
connection to the Metropolitan St. Louis Sewer District Lower Meramec Wastewater 
Treatment Plant Tunnel. 

Attachment B 
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Attachment E 

City of Arnold - Wastewater Collection System – Educational Campaign 

Missouri-American Water Company (MAWC) conducted an extensive educational campaign in Arnold 
leading up to the November 4, 2014 vote.   The campaign was put on by MAWC as well as Arnold city 
officials and included information about the potential sale, the steps to complete the acquisition process 
(including the public vote) and allowed for the public to ask questions and comment on the acquisition.    

There were several community events:   

Thursday, 10/23, 11:30 am Richardson Ridge Villas, 196 Patrick Place, Arnold    

Tuesday, 10/28, 11:30 am Watercrest Apartments,  2151 Watercolor Dr.,  Arnold 

Tuesday, 10/28, 6:30 pm  City Hall basement   

Tuesday, 10/28, 7:00 pm  First Baptist Church Family Life Center,                                               
2012 Missouri State Road Arnold 

Wednesday, 10/29, 10:30 am Woodlands Villas  Meeting at Arnold Library 

Wednesday, 10/29, 6:00 pm St. John's Lutheran Church    3517 Jeffco Blvd, Arnold 

Wednesday, 10/29, 7:00 pm Immaculate Conception Catholic Church                                    
2300 Church Road, Arnold  

 

MAWC employees also went door to door to every home in Arnold in the weeks leading up to the 
election.  The residents were provided educational material as well as answered any questions that they 
had regarding the proposed sale. 

There was also opportunity for the public to come to City Council meetings where the proposed sale was 
discussed. 
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Missouri American Water Company / City of Arnold
Case No. SA-2015-0150
Asset Valuation
Ending Balance as of August 31, 2014

Plant In Service 33,357,376$     
Depreciation Reserve (12,042,374)
Contribution in Aid of Construction (21,088,400)
Amortization of Contribution in Aid of Construction 13,381,450
Net Plant in Service 13,608,051$     

Attachment G



Attachment H
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