STATE OF MISSOURI

 PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 28th day of September, 2004.

In the Matter of the Joint Application of Missouri-American
)

Water Company and Cedar Hill Utility Company, Inc., for

)

Authority for Missouri-American Water Company to Acquire
)
Case No. SM-2004-0275

Certain Assets of Cedar Hill Utility Company, Inc., and in 

)

Connection Therewith, Certain Other Related Transactions
)

ORDER APPROVING UNANIMOUS STIPULATION AND AGREEMENT AND GRANTING MISSOURI-AMERICAN WATER COMPANY A CERTIFICATE OF CONVENIENCE AND NECESSITY 

On January 5, 2004, Cedar Hill Utility Company and Missouri-American Water Company filed a Joint Application asking the Commission to approve Missouri-American ‘s purchase of Cedar Hill’s sanitary sewer system assets.  On January 6, the Commission issued an order directing that notice of the joint application be provided to the public.  That order also designated January 26 as the deadline for the filing of applications to intervene.  No applications to intervene have been received.  

On May 5, the Staff of the Commission filed a recommendation regarding the joint application.  Staff recommended that the joint application be granted, but also recommended that the Commission impose several conditions on its approval.  One of those conditions was that Missouri-American not be allowed to recover in rates the acquisition premium that would result from its purchase of Cedar Hill’s assets.  On May 17, Missouri-American filed a pleading indicating that it was not willing to accept the conditions recommended by Staff.  Cedar Hill concurred in Missouri-American’s position on June 2.  On July 20, the Commission established a procedural schedule leading to an evidentiary hearing.  

On September 9, the parties filed a unanimous stipulation and agreement that resolves all outstanding issues between the parties.  Staff filed suggestions in support of the stipulation and agreement on September 20.  
The chief area of dispute between Staff and the Joint Applicants had been Staff’s insistence that Missouri-American must not be allowed to recover in rates the acquisition premium that will result from its purchase of Cedar Hill’s assets.  The stipulation and agreement resolves that dispute by Missouri-American’s agreement not to seek recovery of any acquisition premium associated with the purchase of Cedar Hill’s assets as part of this case or any future proceeding.  The stipulation and agreement also provides that the Commission should grant Missouri-American a certificate of convenience and necessity to operate the sewer system that it will be acquiring from Cedar Hill. 

Based on its review of the unanimous stipulation and agreement and Staff’s suggestions in support, the Commission finds that the stipulation and agreement filed on September 9 should be approved.  Missouri-American Water Company will be granted a certificate of convenience and necessity to operate the sewer system that it acquires from Cedar Hill. 

The Commission reminds Missouri-American that failure to comply with its regulatory obligations may result in the assessment of penalties against it.  These regulatory obligations include, but are not limited to, the following:

A)
The obligation to file an annual report, as established by Section 393.140(6), RSMo 2000.  Failure to comply with this obligation will make the utility liable to a penalty of $100 and an additional $100 per day that the violation continues.  4 CSR 240-3.335 requires sewer utilities to file their annual report on or before April 15 of each year. 

B)
The obligation to pay an annual assessment fee established by the Commission, as required by Section 386.370, RSMo 2000.  Because assessments are facilitated by order of the Commission, failure to comply with the order will subject the company to penalties ranging from $100 to $2000 for each day of noncompliance pursuant to Section 386.570, RSMo 2000.

C)
The obligation to provide safe and adequate service at just and reasonable rates, pursuant to Section 393.130, RSMo 2000.

D)
The obligation to comply with all relevant state and federal laws and regulations, including but not limited to, rules of this Commission, the Department of Natural Resources, and the Environmental Protection Agency.  

E)
The obligation to comply with orders issued by the Commission.  If the company fails to comply it is subject to penalties for noncompliance ranging from $100 to $2000 per day of noncompliance, pursuant to Section 386.570, RSMo 2000. 

F)
The obligation to keep the Commission informed of its current address and telephone number.  

This certificate is granted conditioned upon the compliance of the company with all of these obligations.

IT IS THEREFORE ORDERED:

1. That the Unanimous Stipulation and Agreement filed on September 9, 2004, is approved, and the signatory parties are ordered to comply with its terms.

2. That Missouri-American Water Company is authorized to acquire the sanitary sewer system assets of Cedar Hill Utility identified in the Joint Application.

3. That Missouri-American Water Company is granted a Certificate of Convenience and Necessity to construct, install, own, operate, control, manage, and maintain a system for the provision of sewer service, to serve the area currently served by Cedar Hill Utility Company, Inc., more particularly described in Commission Case No.  17,862.

4. That this certificate is granted upon the conditions set out in the body of this order. 

5. That Missouri-American Water Company is ordered to comply with all Missouri statutes and Commission rules. 

6. That Missouri-American Water Company is authorized to adopt the tariffs of Cedar Hill Utility Company. 

7. That the certificate of convenience and necessity issued by this order will become effective when Missouri-American Water Company’s implementing tariff becomes effective.

8. That Missouri-American Water Company is authorized to enter into, execute and perform in accordance with the terms described in The Contract for Sale of Sanitary Sewer System Assets and its First Amendment and to take any and all other actions that may be reasonably necessary and incidental to the performance of the acquisition.  

9. That Cedar Hill Utility Company shall file a notice in this case informing the Commission when the transactions authorized in this order have been completed so that the Commission can issue an order canceling Cedar Hill’s certificate of convenience and necessity.

10. That this order shall become effective on October 8, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Gaw, Ch., Murray, Clayton, Davis and Appling, CC., concur
Woodruff, Senior Regulatory Law Judge
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