
BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI

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
    )

STIPULATION OF FACTS AND REQUEST FOR COMMISSION RULING


COMES NOW, Missouri-American Water Company (“Missouri-American”), Cedar Hill Utility Company, Inc. (“Cedar Hill”), the Office of Public Counsel (“OPC”), and the Staff of the Missouri Public Service Commission (“Staff”), and jointly file the following Stipulation of Fact and Request for Commission Ruling on an issue dispositive to this proceeding.  

A.  Stipulation of Fact


The parties stipulate to the following numbered facts:


1.   On December 18, 2003, Missouri-American and Cedar Hill entered into a Contract for the Sale of Certain Assets of Cedar Hill Utility to Missouri-American Water Company.    


2.   On January 5, 2004, Cedar Hill and Missouri-American filed their Joint Application with the Missouri Public Service Commission (“Commission”) for Authority for Missouri-American Water Company to Acquire Certain Assets of Cedar Hill Utility.  A copy of the Joint Application has been filed in the EFIS system.    


3.   On January 6, 2004, the Commission issued a Protective Order for certain information, including the Contract for the Sale of Certain Assets of Cedar Hill Utility to Missouri-American Water Company.  Therefore, the Contract is not attached as an exhibit hereto.  


4.   After the issuance of the Commission’s Protective Order, on January 15, 2004, the Applicants filed a copy of the Contract for Sale of Certain Assets of Cedar Hill Utility to Missouri-American Water Company with the Commission.  


5.   On May 3, 2004, the Applicants entered into a First Amendment to the Contract for Sale of Certain Assets.  


6.   On May 11, 2004, Missouri-American filed a “Supplement to the Joint Application” and attached thereto, was a copy of the First Amendment to the Contract for Sale of Certain Assets.  A copy of the Supplement to the Joint Application has been filed in the EFIS system.  


7.   On May 5, 2004 the Staff of the Commission filed a “Staff Recommendation” advising the Commission to approve the Joint Application upon meeting certain conditions.  A copy of the Staff Recommendation has been filed in the EFIS system.   


8.   On May 17, 2004, Missouri-American timely filed its Response to the Staff Recommendation a copy of which has been filed in the EFIS system.  Said Response specifically addressed three of the Staff’s conditions of its approval.  These conditions were: 1) “MAWC must record the rate base value calculated by the Staff, as detailed on Attachment 1, on its books and records and use this rate base amount as the starting point for all future capital additions.”  2) “MAWC must include the Cedar Hill system as part of its next general rate case filing.”  3) “MAWC must not be allowed recovery of the acquisition premium that will result from its purchase of Cedar Hill’s assets.” 


9.   In its response, Missouri-American objected to Staff’s condition requiring that “MAWC must not be allowed recovery of the acquisition premium that will result from its purchase of Cedar Hill’s assets.”  Additionally, Missouri-American sought clarification as to Staff’s condition that “MAWC must record the rate base value calculated by the Staff, as detailed on Attachment 1, on its books and records and use this rate base amount as the starting point for all future capital additions.”   Missouri-American also responded that Staff’s condition that the Cedar Hill system be included as part of its next general rate case filing was not relevant in the context of whether the proposed asset transfer was detrimental to the public interest.  


10.  However, the parties have reached agreement on two of the issues discussed above.  Staff and Missouri-American have agreed that the Cedar Hill system will be included as part of its next general rate case filing.  Staff and Missouri-American have further agreed that Missouri-American will be allowed to adjust the rate base value recorded for the Cedar Hill system if new information becomes available to the Company and Staff regarding assets not reflected on the books of Cedar Hill or existing assets that were not properly recorded the books of Cedar Hill.  

11.  The parties have not been able to agree on the issue of the existence of an acquisition 

premium and the timing of its attempted recovery.  

B.  Request for Commission Ruling


Missouri-American agreed to purchase the assets of Cedar Hill for a price that, in Staff’s opinion, exceeds rate base.  Therefore, the Staff is of the opinion that not only does an acquisition premium exist and has recommended that Missouri-American not be allowed recovery, but such determination is a mandatory legal prerequisite to the Commission’s approval of the Contract for Sale.  The Staff and Missouri-American disagree as to whether the Commission is required by law to rule on the issue of the acquisition premium prior to approving the sale of the Cedar Hill system to Missouri-American Water Company in order to determine whether the proposed transaction is “not detrimental to the public interest” or whether the determination regarding the existence of an acquisition premium and its recovery can be addressed in Missouri-American’s next general rate case filing.  


To resolve this issue, the parties respectfully suggest that a contested hearing is unnecessary, and that this issue can proceed pursuant to the submission of a single brief from each party due no later than thirty (30) days after issuance of a Commission order approving a briefing process.  In the event the Commission agrees that a contested hearing is unnecessary, the parties request that the Commission issue an order setting a briefing schedule as suggested above.  In addition, if the Commission decides after the briefing process is completed, that it can defer the issue of any acquisition premium related to this transaction until the next MAWC general rate case, the parties request that the Commission approve the proposed asset transfer with the conditions sought by the Staff in its Recommendation and those Staff conditions that were modified by agreement and contained within paragraph 10 of this pleading.  The Staff condition seeking denial of the any acquisition premium associated with this transaction would be deferred and dealt with in MAWC’s next general rate case.


WHEREFORE, Missouri-American, Cedar Hill, OPC, and Staff request a determination by the Commission (pursuant to a briefing process) be made as to whether the Commission is required to rule on the acquisition premium prior to approving the sale of the Cedar Hill system to Missouri-American in order to determine whether the proposed transaction is “not detrimental to the public interest”, or whether the determination regarding the existence of an acquisition premium and its recovery can be addressed in the Missouri-American’s next general rate case filing.  If the Commission decides that it can defer the issue of any acquisition premium connected with this transaction until the next MAWC general rate case, the parties request that the Commission approve the proposed asset transfer of the Cedar Hill Utility Company to MAWC subject to the conditions contained within the Staff’s Recommendation and those Staff conditions modified by agreement and contained within paragraph 10 of this pleading.  The Staff condition seeking denial of the acquisition premium would be deferred and dealt with in the next MAWC general rate case.  







Respectfully submitted,


/s/ Cliff Snodgrass_______________ 
/s/ David Abernathy by CES___________
Cliff Snodgrass
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Attorney for the Staff of the
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/s/ Karen Jordan by CES___________
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Karen Jordan
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