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MEMORANDUM

Distributed Via E-Mail

This Memorandum is being written as a follow-up to our meeting with Aqua Missouri representatives
Mare Ellinger and Tena Hale-Rush on April 28, 2006, and our telephone conversation with Jason Becker
on May 1, 2006. Once you have reviewed this Memorandum, please let me know if you have any
questions and how you think we should proceed from here .

In conjunction with the information presented below, the following documents are attached to this
Memorandum as part of the "memo packet" : (1) the portion of Aqua Missouri's tariff that relates to the
extension/expansion of its facilities - including the definitions rule (one of the definitions is the definition
ofa "developer", which is critical to this overall situation) and the rule regarding the extension/expansion
offacilities (including the applicable contract forms); and (2) the Staffs case file memorandum from Case
No. WM-98-130, which is the case related to Aqua Missouri's predecessor, Capital Utilities, purchasing
the Lake Carmel water and sewer systems.

Becker's Positions

Based on the above-referenced telephone conversation with Mr. Becker, it appears that one of the major
items at issue in this overall situation is Mr. Becker's position that he, as a developer, should not be
responsible for the expansion of the capacity of the existing sewage treatment plant (a three-cell lagoon)
for the provision of service to thirteen lots that he owns and wants to develop . The basis for this position is
apparently Mr . Becker's reliance on information contained in the Staffs case file memorandum filed in
Case No . WM-98-130 regarding the capacity of the existing sewage treatment facility .

Specifically, Mr. Becker is apparently relying on the following sentence from that memorandum, which
recounts a discussion between the Staff and the owner of Capital Utilities . Mr. Rick Helms: "Mr. Helms
noted that the sewer system was designed for a maximum of 70 homes, which will allow for considerable
customer growth ." During our conversation with Mr. Becker, I believe he also stated that this information
was even a factor in his decision to continue the operations of Becker Development Company after the
death of his father .

Regarding a proposed second phase of the Lake Carmel development, 1 do not believe there are any issues
regarding Mr. Becker's responsibility for financing the expansion of the existing treatment facility or the
construction ofa second treatment facility, or his responsibility for participating in an equitable manner in
the financing of a new, replacement treatment facility, one of which would be required to provide
treatment capacity for the homes to be constructed in this second phase of the development. In fact, Mr.
Becker has previously suggested that a new, replacement facility should be constructed and that the cost of
such a facility should be shared between the development company and the utility company .
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Information Regarding Aqua Missouri's Positions

Until our meeting with Mr. Ell inger and Ms. Hale-Rush last week, and the receipt of Mr. El linger's letter of
April 28, 2006 regarding that meeting, 1 believed there was an issue between the Staff and the Company
regarding the applicable tariff provisions . In particular, 1 thought that the Company did not believe that it
was responsible for the design and permitting of facility extensions/expansions under all circumstances,
but that these responsibilities could be "shifted" to a developer within the context of a company/developer
contract pertaining to facility extensions/expansions .

However, based on the discussions during our meeting and the contents of Mr. Ellinger's follow-up letter
regarding the two options set out in the Company's tariff for situations like the Lake Carmel situation, I no
longer believe this is the Company'sposition . As a result, I do not believe there are any issues remaining
between the Company and the Staff regarding the application of its tariff provisions for the Lake Carmel
situation . In other words. I believe the Company and the Staff now agree that a company/developer
contract is necessary and that it is the details of such a contract that will need to be worked out between
Aqua Missouri and Mr. Becker depending on what approach is taken to address the short-term capacity
needs and/or the long-term capacity needs. However, there still needs to be "a meeting of the minds" on
what is going to be done to provide the needed treatment capacity .

Information Regarding the Capacity of the Existing-Sewage Treatment Facility

As noted above in the information regarding the Staffs case file memorandum from WM-98-130, it was
originally believed that the existing three-cell lagoon treatment facility had sufficient capacity to serve up
to 70 total connections. However, recent flow information obtained by the Company for the sewer system
clearly shows that there is a capacity issue with regard to that facility, albeit that it is expected that at least
some portion of the excess system flow is not related to customer usage but instead to inflow/infiltration
problems .

Additionally, based on this recently-obtained flow information, it does not appear likely that the entirety of

the identified capacity/flow problems will be "resolved" only through correction ofthe inflow/infiltration
problems that apparently exist. As a result, it appears that an expansion of the capacity of the existing
treatment facility will be necessary to serve additional customer connections, and the responsibility forthe
financing of any such expansion could be both the responsibility of the Company (for individual
customers) and Mr. Becker as a developer requesting service for multiple lots, with a company/developer
contract then being necessary as noted above .

As also noted above, there needs to be "a meeting of the minds" regarding what needs to done so far as the
needed capacity expansion is concerned and then how the responsibility for financing the selected
approach will be split between the Company and Mr. Becker .
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Conclusions

(1) An expansion of the capacity ofthe existing treatment facility is apparently needed so that service can
be provided for the remaining possible customer connections in the original phase of the Lake Carmel
development.

(2) A decision needs to be made regarding what actions will be taken to provide the additional treatment
capacity needed in the existing facility to serve the original phase of the Lake Carmel development. This
decision will, at least in part, be affected by the identification and correction of the system's apparent
inflow/infiltration problems .

(3) Once a decision is made regarding the actions that will be taken to provide additional treatment
capacity in the existing facility, a decision will need to be made regarding how the cost of the capacity
expansion will be split between the Company and Mr. Becker, and a company/developer contract setting
out Mr. Becker's responsibilities will be needed .

(4) Though understandable and well-intentioned, Mr. Becker's reliance on previous statements regarding
the capacity of the existing treatment facility was apparently misplaced .

(5) Additional treatment capacity, over and above that referenced in (1) above, will be needed for service
to be provided to the proposed second phase of the Lake Carmel development.

(6) In order for a determination to be made regarding the treatment capacity needed for the second phase
of the Lake Carmel development, Mr. Becker needs to specify the number of lots for which service will be
needed . Subsequently, Aqua Missouri will need to develop a proposal regarding how the capacity will be
provided.

(7) A company/developer contract between Aqua Missouri and Mr. Becker regarding the provision and
financing of the capacity needed to serve the second phase of the Lake Carmel development will be
needed .

(8) The option of building a single treatment facility to provide service to the entirety of the first and
second phases ofthe Lake Carmel development, with the coinciding retirement of the existing facility, is
an acceptable option . but would require an agreement regarding how the cost of such a facility would be
shared between Aqua Missouri and Mr. Becker .

Attachments
Tariff Provisions Related to Extensions
Staffs Case File Memorandum from Case No . WM-98-130
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Rule 1 DEFINITIONS ` "

(a) "ALTERNATIVE COLLECTION" is any wastewater
collection other than conventional eight (8)
inch diameter or larger gravity piping with
manholes located at changes in direction,
pipe size, and grade . Examples of
alternative collection include but are not
limited to septic tank effluent pump (STEP)
without pretreatment (i .e . septic tanks),
pressurized piping utilizing grinder pumps
and vacuum sewers .

(b) An "APPLICANT" shall be a person or group
of people requesting sewer services from the
Company through a service connection, or a
collecting sewer extension to one or more
existing or proposed residential, commercial
or industrial building occupied by or to be
occupied by the requesting partylies) .

(c) An "APPLICATION FOR SERVICE" is a written
request by a potential Customer requesting
sewer service . The application form will he
propared by and available from the Company .

(d) "BASE WATER USAGE" shall be the Customer's
water consumption corresponding to the
Company's billing periods for the months of
January, February, and March .

(e) The "BILLING PERIOD" shall be defined as the
time frame for which sewer service is
provided or taken, and for which compensation
to the Company is expected .
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Rule 1 DEFINITIONS (continued)

(f) "P . O . D." denotes biochemical oxygen demand .
It is the quantity of oxygen utilized in the
biochemical oxidation of organic matter under
standard laboratory conditions expressed in
milligrams per liter .

(g) A "COLLECTING SEWER" Is a pipeline, includ-
ing force mains, gravity sewers, pressure
piping, wyes, tees, clean-outs, manholes,
lampholes and necessary appurtenances, which
is owned and maintained by the Company,
located on public property or on Company or
utility easements, and used to transport
sewage waste from the Customers service
sewer connection to the point of disposal .

(h) The term "COMMERCIAL CUSTOMER" shall
designate

11) A retail or service , business utilizing
any building, portion of a building or
combination of buildings in the same compound
which does not manufacture any item or items
on the premises .

12) A hotel, motel, tourist court, or
recreational vehicle park which rents or
leases rooms or spaces to tenants .

(I) The "COMPANY" is Capital Utilities, Inc . of
Jefferson City, Missouri acting through its
officers, managers, operations contractor, or
other duly authorized employees or agents .
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Rule 1 DEFINITIONS (continued)

(j) The "CUSTOMER" is any person, individual,
partnership, association, corporation or gov-
ernmental body which has contracted with the
Company for sewer service to a unit or is
receiving sewer service from the Company to a
unit, or whose facilities are connected for
utilizing sewer service to a unit .

(k) The "DATE OF CONNECTION" shall be the date
the application for service connection is
issued by the Company . In the event no
application is filed and a service connection
is made, the date of connection shall be
determined by the Company based on available
information, such as construction/occupancy
permits, or water or electric service turn-
on dates .

(1) A "DEVELOPER" shall mean' a person or group of
persons who has or intends to sell two (2) or
more lots, parcels or tracts of land to
others for the purpose of constructing there-
on any type of building .

(m) The term "DISCONNECTION" may be used
literally in the case where a Customer's
service is physically disconnected or plugged
to prevent flow to the Company's system . It
may also be used to refer to Customer's
service simply being discontinued by reason
of the Customer vacating the building or unit
served .
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Rule 1 DEFINITIONS (continued)

(n)

	

A"DISCONNECTION CLEANOUT" or "ELDER VALVE" is a device consisting of a
special tee and a plunger, owned by the Company on the Customer Service Sewer, used
to physically stop any flow through the service sewer. It may be used if it is known that
any sewer service lateral may be disconnected in the event raw sewage may back up into
the residence . It may also be used by the Company if a property owned or a customer has
a past due or delinquent account for serviced rendered by the Company. In addition, it
may also be used by the Company if the owner or customer simply wishes temporary
discontinuance by reason of the Owner)Customer vacating the building or unit served .

(o)

	

"DOMESTIC SEWAGE" is sewage, excluding storm and surface water, resulting
from normal house hold activities .

(r)

	

"GRINDER PUMP STATION SYSTEM" is the pumps, related equipment,
tankage, piping and appurtenances, which grinds and pumps sewage waste
from an individual unit under pressure to collection lines . The system also
contains level controls for interim storage of liquid waste and intermittent
pump operation as a function of liquid level with appropriate malfunction alarms,
controls and valves to assure compatible operation with similar units.
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A sewer system "EXTENSION" may refer to continuation ofpiping or an addition
to the existing Company owned system, reconstruction, or the construction
of an entirely new wastewater collection/treatment system .

A "FOUNDATION DRAIN" is a pipe installed inside or outside the foundation of a
structure for the purpose of draining ground or subsurface water away from
the foundation .

The term "INDUSTRIAL CUSTOMER" is a single entity utilizing any building,
portion of a building, or combination of buildings in the same cor
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"INSPECTOR" is a duly authorized officer, manager, employee or agent
of the Company, qualified by appropriate education, experience and
training to inspect new construction, modifications and connections to
the Company's collecting sewers and treatment systems and Customer's
service sewers .

A "MOBILE HOME (S)" shall be defined as a dwelling unit normally mounted
on a trailer for the purpose oftransporting .

A "MOBILE HOME PARK" is an area comprised of two or more spaces for
the semi-permanent setup of mobile homes.

A "MULTI-FAMILY DWELLING UNIT" is a building constructed under
one roof that is separated into more than one dwelling unit (i.e . duplex,
fourplex, etc.)-

"NON-DOMESTIC SEWAGE" is all sewage other than domestic sewage
including, but not limited to, commercial or industrial wastes, (See Rule 6
pertaining to Improper Waste and Excessive Use) .
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Rule t DEFINITIONS (continued)

(x) "PH" is the relative degree of acidity or
alkalinity of water as indicated by the
hydrogen ion concentration . PH is indicated
on a scale reading from 1 - 14, with 7 being
neutral, below 7 acid, and above 7 alkaline ;
more technically defined as the logarithm of
the reciprocal of the hydrogen ion concen-
tration .

(y) "REPAIRABLE PARTS" shall consist of the
motors, pumps, grinders, liquid level
controls, heaters, pressure release valves,
gate valves, check valves, vacuum/air relief
valves, alarm system, electrical protective
and switching equipment that may be included
as part of an alternative collection system
with the Customer's service sewer . These
components are normally associated with an
alternative collection system and are the
responsibility of the Customer .

(z) The term "RESIDENTIAL CUSTOMER" shall
designate the person(s) occupying a building
or portion of building in the case of a
multi-family dwelling under one roof which is
owned, leased, or rented by one party and
occupied as a residence .

(aa) "SEPTIC TANK EFFLUENT PUMP (STEP) SYSTEM"
is the pumps, related equipment, tankage,
piping and appurtenances which separate from
liquid wastes retaining the settlable and
floating solid wastes and pumping the liquid
waste under pressure to collecting lines .
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Rule 1 DEFINITIONS (continued) -0,

The system also contains level controls for
interim storage of liquid waste and
intermittent pump operation as a function of
liquid level with appropriate malfunction
alarms, controls and valves to assure
compatible operation with similar units .

(ab) "SERVICE CONNECTION" is the connection of a
service sewer to the Company collecting sewer
either at the bell of a "Y" branch or the
bell of a saddle placed on the barrel of the
collecting sewer .

(ac) A Customer's "SERVICE SEWER" is a pipe with
appurtenances installed, owned and maintained
by the Customer, used to conduct sewage from
the Customer's premises to the collecting
sewer including the 'service saddle if
required . In the case of Customer's served
by alternative collection, the service sewer
will include all pipe, equipment and
appurtenances on the Customer side of the
service connection .

(ad) "SEWAGE" shall mean herein a combination of
water carried waste from residences, business
building, institutions, and industrial
establishments, together with such ground,
surface, and storm waters as may be present .

(ae) A "SEWER SYSTEM" shall refer to the collect-
ing sewer piping, wyes, 'manholes, cleanouts,
lampholes, lift stations, pumps, treatment
facilities, components and appurtenances FILE I
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Rule 1 DEFINITIONS (continued)

either in part or whole, used for the purpose
of collecting, transporting, or treating
sewage .

(af) "SUBDIVISION" shall mean the legal dividing
of a tract of land into two (2) or more
tracts, lots or parcels .

(ag) "SUSPENDED SOLIDS" is the concentration of
insoluble materials suspended or dispersed
waste expressed in milligrams per liter on a
dry weight basis as determined by standard
procedures .

(ah) The Company's "TECHNICAL SPECIFICATIONS"
shall consist of the minimum acceptable
construction standards for the material
and installation practicis associated with
the installation of sewer piping and
appurtenances and will be available at the
Company's office .

(ai) The word "UNIT" shall be used herein to
define the standard user or property service
and shall include mobile homes or any
building, residential, commercial or
industrial, owned or leased and each unit of
any multi-unit structure or complex .
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!a1utia: ~1. "

Rule 12 EXTENSION OF COLLECTING SEWERS AND
ACQUISITION OF EXISTING SEWER SYSTEM

(a) This Rule shall govern the extension of col-
lecting sewers as requested by the
Applicant(s) in areas where there are no
collecting sewers in the streets and/or
roadways . The Company will extend its
collecting sewers along streets, roadways or
Company owned or public utility easement(s)
within its certified area to serve new
Customers under the following terms and
conditions

(1) Upon receipt of written application for
service in compliance with Rule 4, the
Company will provide the Applicant(s) an
itemized estimate of the cost of the
proposed extension . Said estimate shall
include the cost of all labor and mate-
rials required (excluding income tax),
including manholes, cleanouts, lift
stations, reconstruction of existing
sewers (if necessary), and the direct
costs associated with supervision,
engineering, permits, easements and
bookkeeping .

(2) An Applicant(s) shall enter into a
contract (see Exhibit A) with the
Company for the installation of said
extension and shall tender to the
Company a contribution in-aid-of
construction equal'to the amount deter-
mired in (a)1, plus the
inspection or connection fee(s) .
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Rule 12 EXTENSION OF COLLECTING SEWERS AND
ACQUISITION OF EXISTING SEWER SYSTEMS
(continued)

(3) If, as a result of reasonable unforeseen
circumstances, the actual cost of the
extension exceeds the estimated cost of
the extension, the Applicant(s) shall
pay the added cost .

(4) The cost to an Applicant or Applicants
connecting to a sewer that was contri-
buted by other Applicants shall be as
follows ,

(i) For single-family residential
Applicants that are applying for
service in a platted subdivision,
the Company shall divide the actual
cost of the extension by the number
of lots abutting said extension to
determine the per lot extension
cost . When counting lots, corner
lots which abut existing collecting
sewers where service may be
obtained shall be excluded .

(it) For single-family residential
Applicants that are applying for
service in areas that are unplat-
ted in subdivision lots, the Appli-
cants' cost shall be equal to the
total cost of the extension divided
by the total length of the
extension in feet times 100 feet .
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Rule
FRCOUISITION

12 EXTENSION OF COLLECTING SEWERS AND
OF EXISTING SEWER SYSTEMS

(continued)

(iii) For industrial,' commercial, or
multi-family residential
Applicants, the cost will be equal
to the amount calculated for a
single-family residence in
Paragraphs 4(1) or 4(ii) above
multiplied times a water usage
factor . The water usage factor
shall be determined by dividing the
average monthly usage in gallons by
7,000 gallons, but shall not be
less than 1 .

(5) Refunds of contributions shall be made
to the original Applicant(s) as follows :

(i) Should the actual cost of extension
be less than the estimated cost,
the Company shall refund the
difference as soon as the actual
cost has been ascertained.

(ii) During the first ten (10) years
after the extension is completed,
the Company will refund to the
original Applicants who paid for
the extension monies determined in
accordance with Rule 12 (a)4 above
that are collected from additional
Applicants connecting to that
extension .
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Rule 12 EXTENSIONS OF COLLECTION SEWERS AND"
ACOUISI?ION OF EXISTING SEWER SYSTEMS
(continued)

The sum of all refunds to any
Applicant(s) shall not exceed the
total contribution which the
Applicant(s) has paid .

(iv)

	

Each refund shall be distributed to
original Applicant(s) based upon
the percentage of the actual
extension cost contributed by each
Applicant(s) .

(6) Extensions made under this rule shall be
and remain the property of the Company
in consideration of its perpetual upkeep
and maintenance .

(7) The Company reserves the right to
connect future extensions to this
collecting sewer or trunk sewer and the
attaching of Customers to such further
extensions shall not entitle
Applicant(s) contracting for the
original extension to additional refund .

(B) The pipe used in making extensions under
this rule shall be of a type and size
which will be reasonably adequate to
supply the area to be served .

	

Such
determination as to size and type of
pipe shall be left solely to the
Judgement of the Company . If the
Company desires a pipe size or lift

nsn,a of oitlcer
Milton G . Leeds
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Rule 12 EXTENSION OF COLLECTING SEWERS AND
ACOUISITION OF EXISTING SEWER SYSTEMS
(continued)

station larger than reasonably required
to provide service to the lots abutting
said extension, the additional cost due
to larger size shall be borne by the
Company .

(9) After the effective date of this rule,
pressure sewer system will not be con-
structed, except existing pressure
systems may be extended unless it is not
reasonably possible in the opinion of
the Company to Service an area or
premise by gravity or with a common
lift station.

(b) This Rule shall govern the construction of
new treatment facilities and/or extension of
new collecting sewers requested by a
Developer in areas within the Company's
certificated service area where the Company
currently does not serve .

(1) A Developer shall enter into a contract
(See Exhibit BI with the Company . The
contract shall provide that the
Developer may construct said collecting
sewers to meet the requirements of all
governmental agencies and the Company's
Rules and Regulations, including the
Company's Technical'Specifications . The
Developer shall contribute said sewer
collection/treatment system to the
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ACOUISITIDN OF EXISTING SEWER SYSTEMS
(continued)

Company with a detailed accounting of
the actual cost of construction (exclud-
ing income taxes) .

(2) The pipe used in making extensions
under this rule shall be of a type
and size which will be adequate to
supply the area to be served . If the
area is to be served by conventional
gravity piping, an 8-inch minimum
diameter shall be required . Such
determination as to size and type of
pipe shall be left solely to the
judgement of the Company . If the
Company desires a pipe size, lift
station or treatment facility larger
than reasonably required to provide
service to the lots abutting said
extension area, the additional cost due
to larger size shall be borne by
the Company .

(3) The Company, or its representative,
shall have the right to inspect and test
the sewer extension prior to connecting
it to the Company's collecting sewers .

(4) Connection of the extension to existing
Company collecting sewers shall be made
only by a duly authorized representative
of the Company .
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Rule 12 EXTENSION OF CDLLECTING SEWERS AND
ACQUISITION OF EXISTING SEWER SYSTEMS
(continued)

(5) The Company shall have the right to
refuse ownership and responsibility for
the sewers until the Developer has met
the contractual obligation as provided
in Rule 12 (b)1 .

(6) The Company reserves the right to
connect future extensions to any
collecting sewers constructed under this
contract .

(7) After the effective date of this rule,
pressure sewer system will not be con-
structed, except existing pressure
systems may be extended unless it is not
reasonably possible , in the opinion of
the Company to Service an area or
premise by gravity or with a common
lift station .

(c) This Rule shall govern the acquisition of
existing sewer systems that serve prospective
Customers within the Company's certificated
service area .

(1) Developer or Owner shall negotiate and
enter into a contract for the transfer
of ownership of the existing sewer
system with the Company . The contract
shall adequately describe the sewer
system to be acquired .
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{iCOUISITION OF EXISTING SEWER SYSTEMS
(continued)

(2) The Developer or Owner shall be requir-
ed to bring the system into compliance
with the Company's minimum standards .
The cost of any required upgrading shall
be at the Developer's or Owner's empense
so as not to result in additional costs
being borne by the Company's emisting
Customers .

(3) The Developer or Owner shall be respons-
ible for providing the Company clear
title and adequate easements to properly
operate the said sewer system .

(4) The Company, or its representative,
shall have the right to inspect and test
the sewer piping prior to connecting it
to the Company's collecting sewers or
accepting ownership .

(5) The Company shall have the right to
refuse ownership and responsibility for
the sewers until the Developer or Owner
has met the contractual obligation as
provided in Rule 12 (c)1 .

(6) The Company reserves the right to con-
nect future emtensions to any collect-
ing sewers required under this contract
without added cdmpensation to the
Developer or Owner .
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EXHIBIT "A"

EXTENSION AGREEMENT - Individual(s)

AGREEMENT between Capital Utilities, Inc ., P .O.
Box 7017, 312 Lafayette Street, Jefferson City,
Missouri 65102, a Missouri corporation, hereinafter
called the "Company" and .

hereinafter called the "Applicant(s)" .

WHEREAS, the Applicant(s) has requested the
Company to extend its system for the expressed
purpose of providing sewer service . This extension
is to be constructed in accordance with the
Company's Technical Specifications and will
generally be routed as depicted on the attached plan
or plat, referred to as Exhibit No . 1 attached
hereto, and made a part of this Agreement ; and

WHEREAS, the Company is willing to male such an
extension upon the terms and conditions hereinafter
set forth ; and

WHEREAS, the Applicant(s) is willing and desires
to assist in the installation of such extension and
desires to bear the cost thereof .

NOW, THEREFORE, in consideration of the premises
and the mutual covenants and agreements herein
contained, THE PARTIES HERETO AGREE AS FOLLOWS%

1 . Ppplicant(s) hereby applies to the Company for
the said extension of its system, and the
Company agrees to construct the said extension
upon the terms and conditions hereinafter set FILEDforth .
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Governing Rendering o Service

Public su+rlc'3 Ct]S%1 !i) :
2 . Upon execution hereof, the Applicant (s) shall

deposit with the Company the sum of

DOLLARS (t ) . Such deposit shall be
adjusted based upon the determination of the
actual cost by Company of facilities installed
_including sewer pipe and appurtenances, connect-
ion fees, engineering, accounting, and legal
expenses plus the cost of obtaining any
necessary easements or permits from governmental
agencies . If it is necessary to adjust the
amount of such deposit, in accordance with the
terms of this paragraph, a supplemental
memorandum will be prepared setting forth the
actual costs and shall be attached hereto and
made a part hereof .

3 . The Company will use its best efforts to
commence and carry to completion as soon as
possible the installation of said extension,
having in mind, however, delays which may be
occasioned by weather, acts of God, strikes,
or other matters not within its control .

4 . It is further mutually understood and agreed
that the collecting sewer(%) and appurtenances
within the limits of the street, avenues, roads
or easement areas, whether or not attached to or
serving customers but constructed as part of the
extension shall be and remain the property of
the Company, its successors . By the terms of
this Agreement the Company may further extend or
connect collecting sewers in or to other lands,
streets, or easements without incurring any
liability to Applicant(s) whatsoever.

5 . Applicant(s) will, upon the request of the
Company, grant to it an exclusive and irrevoc-
able easement, at no cost to Company, for the FIL
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Rules and Regulations n N 14
Governing Rendering o ervice

installation, maintenance, operation, repair
and replacement of said collecting sewer
extension and appurtenances within the limits of
any existing or proposed street, roadway, or
easement area, together with right of ingress
and egress thereto, in form satisfactory to the
Company and duly executed and acknowledge in
proper form for record . The Company shall also
have the right to request additional easement
area over property owned by the Ppplicant(s) for
the purpose of future extension of system to
provide service to adjacent property .

6 . It is further understood and agreed by and
between the parties hereto that the Company's
agreement to construct the said extension is
subject to the Company obtaining all necessary
consents, orders, permits, easements, and
approvals of public officers or public bodies
having jurisdiction over or lawful interest in
any of the subject matters herein . In the event
that the Company, after prompt application and
delingent effort, is unable to obtain any
necessary consent, order, permit, easement, or
approval as aforesaid, or in the event that the
Company is enjoined or prevented by lawful
action of any such public officer or official
body from constructing the said extension, the
Company shall have no obligation to the
Applicant(s) to proceed with the installation
until such time as the aforesaid lawful action
shall be resolved .

7 . It is agreed by Applicant(s) that he will not
build at any time hereafter on, in or over the
said easement any structure, the construction or
presence of which will endanger or render FIL~~l
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Rules and Regulations
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R!itlic ,9e+sfirq (~
ineffective or difficult the access to ttie'Cl .ai7lcei ;
collecting sewer or appurtenances of the
Company, or lay other pipes or conduits within
two (2) feet, measured horizontally or ten (10)
feet for water main, measured horizontally, from
the said collecting sewers except pipes crossing
same at right angles in which latter case a
minimum distance of eighteen (18) inches shall
be maintained between the pipes . No excavation
or blasting shall be carried on which in any way
endangers the said collecting sewers . Provided,
however, that should the Applicant(s) wish to do
so, he may at his own expense provide a new
location acceptable to the Company for the said
collecting sewers and the Company will then move
said collecting sewers and appurtenances to said
new location, and the whole cost of such moving
and altering and any expenses incident thereto,
shall be borne by the Applicant(s) . It is
further understood and agreed that in case of
any damage by Applicant(s) or caused by neglect
of Applicant(s) to the collecting sewers or
their appurtenances, connection therewith, these
facilities will be repaired and brought to
proper grade by the Company or Company's
contractor at Applicant's expense .

8. The Company reserves the right to withdraw
this proposal at anytime before it has been
accepted by the Applicant(s) . In the event it
is not accepted and the payment for the collect-
ing sewers main extension is not in the
possession of the Company within sixty (60) days
from the date this Agreement is transmitted to
the Applicant(s), this proposal will be null and
void .

9 . During the first ten (10) years after the F1 ED
extension is complete, the Company will refund
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pub[Ec.SP;7ricf~to the Applicant(s) who paid for the extensioN

	

E
monies collected from future sewer users in
accordance with the Company's Rules and Regula-
tions on file with the Missouri Public Service
Commission . This is intended to insure that
future users that connect to said collecting
sewers extension are assessed a fair share of
the expense associated with the or.iginal cost of
the said collecting sewers extension .

1N WITNESS WHEREOF, the parties hereto have
agreed to the above conditions as indicated by their
signatures affixed below on this

	

day of

ATTEST :

ATTEST :

	

BY
ITS
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EXHIBIT "B"
EXTENSION AGREEMENT - Developer

hereinafter called the "Developer" .

Iv1166UU yk
i'ublic 5" , ir:ra Ce;,lr

AGREEMENT between Capital Utilities, Inc., P.D.
Box 7017, 312 Lafayette Street, Jefferson City,
Missouri 65102, a Missouri corporation, hereinafter
called the "Company" and

WHEREAS, the Developer has requested the Company
to extend or expand its system for the expressed
purpose of providing sewer service . This system
extension is to be constructed in accordance with
the Company's Technical Specifications and will
generally be routed as depicted on the attached plan
or plat, referred to as Exhibit No . I attached
hereto, and made a part of this Agreement ; and

WHEREAS, the Company is willing to make such an
extension upon the terms and conditions hereinafter
set forthl and

WHEREAS, the Developer is willing and desires
assist in the installation of such extension
desires to bear the cost thereof .

1 . Developer hereby applies to the Company for
the said extension of its system, and the
Company agrees to construct the said extension
upon the terms and conditions hereinafter set
forth .

to
and

NOW, THEREFORE, in consideration of the premises
and the mutual covenants and agreements herein
contained, THE PARTIES HERETO AGREE AS FOLLOWSt

Flu
2 . Upon execution hereof, the Developer shall
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deposit with the Company the sum of

DOLLARS is l . Such deposit shall be
adjusted, based upon the determination of the
actual cost by Company of facilities installed
including sewer pipe and appurtenances,
property, connection fees, engineering, account-
ing, and legal expenses plus the cost of
obtaining any necessary easements or permits
from governmental agencies or other direct
costs . If it is necessary to adjust the amount
of such deposit, in accordance with the terms of
this paragraph, a supplemental memorandum will
be prepared setting forth the actual costs and
shall be attached hereto and made a part hereof .

3 . The amount required for deposit may be reduced
by the construction cost provided by the
Developer and accepted by the Company . This may
only apply in the specific case where the
Developer will be the construction contractor .
Such construction cost shall be attached hereto
and made a part hereof .

4 . The Company will use its best efforts to
commence and carry to completion as soon as
possible the installation of said extension,
having in mind, however, delays which may be
occasioned by weather, acts of God, strikes,
or other matters not within its control .

5 . It is further mutually understood and agreed
that the collecting sewers and appurtenances
within the limits of the street, avenues, roads
or easement areas, whether -or not attached to or
serving customers but constructed as part of the
extension shall be and remain the property of
the Company, its successors and any collecting
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sewers installed by it pursuant to t~e, llne,^ljfSSb`f~ll l
this Agreement in or to other lands , (s~PPeeN0yfdo-'r.?t^,0ilm ;Ssi
easements without incurring any liability to
Applicants) whatsoever .

6 . Developer will, upon the request of the Company,
grant to it an exclusive and irrevocable
easement, at no cost to Company, for the
installation, maintenance, operation, repair
and replacement of said extensionand appurt-
enances within the limits of any existing or
proposed street, roadway, or easement area,
together with right of ingress and egress
thereto, in form satisfactory to the Company and
duly executed and acknowledge in proper form for
record . The Company shall also have the right
to additional easement area over property owned
by the Developer for the purpose of future
extension of system to provide service to
adjacent property .

7 . It is further understood and agreed by and
between the parties hereto that the Company's
agreement to construct the said extension is
subject to the Company obtaining all necessary
consents, orders, permits, easements, and
approvals of public officers or public bodies
having jurisdiction over or lawful interest in
any of the subject matters herein . In the event
that the Company, after prompt application and
delingent effort, is unable to obtain any
necessary consent, order, permit, easement, or
approval as aforesaid, or in the event that the
Company is enjoined or prevented by lawful
action of any such public officer or, official
body from constructing the said extension, the
Company shall have no obligation to the
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installationsPublic
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unftCIPFYIDeveloper to proceed with the issiol
such time as the aforesaid lawful action shall
be resolved .

S . It is agreed by Developer that he will not
build at any time hereafter on, , in or over the
said easement any structure, the construction or
presence of which will endanger or render
ineffective or difficult the access to collect-
ing sewers or appurtenances of the Company, or
lay other pipes or conduits within two (2) feet,
measured horizontally or ten (10) feet for water
main, measured horizontally, from the said
collecting sewers except pipes crossing same at
right angles in which latter case a minimum
distance of eighteen (16) inches shall be
maintained between the pipes . No excavation or
blasting shall be carried on which in any way
endangers the said collecting sewers . Provided,
however, that should the Developer wish to do
so, he may at his own expense provide a new
location acceptable to the Company for the said
collecting sewers and the Company will then move
said collecting sewers and appurtenances to said
new location, and the whole cost of such moving
and altering and any expenses incident thereto,
shall be borne by the Developer . It is further
understood and agreed that in case of any damage
by Developer or caused by neglect of Developer
to the collecting sewers or their appurtenances,
connection therewith, these facilities will be
repaired and brought to proper grade by the
Company or Company's contractor at Developer's
expense .

9 . It is further mutually understood and agreed by
and between the parties hereto that this
Agreement is subject to all the requirements of

FIL D
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the Company's Rules and Regulations Governing
Rendering of Sewer Service currently on file
with the Missouri Public Service Commission be
they expressed herein or not . It is

- specifically noted that the Company's definition
of a sewer system "extension" may refer to
either continuation of piping from existing
.Company owned collecting sewer or the
construction of an entirely new wastewater
collection/treatment system .

10 . The Company reserves the right to withdraw this
proposal at any time before it has been accepted
by the Developer. In the event it is not
accepted and the payment for the sewer system
extension is not in the possession of the
Company within sixty (60) days from the date
this Agreement is transmitted to the Developer,
this proposal will be null and void .

IN WITNESS WHEREOF, the parties hereto have
agreed to the above conditions'as indicated by their
signatures affixed below on this day of

COMPANY

ATTESTi BY __
ITS

DEVELOPER

ATTEST!

~n -2fi 99
m~g -2 5
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'V ( I -

)anis II . Pischcr, Accounting Dcl4anmcnl~~ eg~r
Jim Mcrcirl, Water and Sewer Department

	

1

~)~
2., J ,D.

	

.

	

.,.

	

a!f

	

n

Director-Utility Services f~vision/Date

)4~.~
DIIc~Vflynllay Operations Division/Date

__Ltr~^~ k _=I4 -"

	

1

	

i -t ps_
(Scnc:al Counsel's OfficeA)a(c

Date :

	

January 12, 1998

Subject :

	

Stairs Ite~ommendation for Approval ofSale and Transfer of Franchise

Pi,'=
LT"

"`AtJ 1 q
l?PQ

On Srptcmbcr 22, 1997, a joint application was filed seeking authority for Lake Carmel
Devclopmrut Co ., Inc. ([ .CD) to sell and tran,fcr its franchise, works or system to Capital Utilities,
Inc. (CU) . I-CD is a regulated sewer utility localcd in Cole County and currently provides service

a

	

to 27 customers. It also owns a water system, but dues not have a certificate to provide wafer
service

	

CIJ provides regulated water and sewer service to over 1,200 eusmmets in numerous areas
of Col ":, Callaw:ay and fetlis Counties, and proposes to provide water and sewer service under its
existing.tariff rtdes and rates.

I .('I) was certifcatcd as a sewer utility in Cuse No . 17,718 by an order is.ued by the
Conmu,ion on Orlohrr 11, 1973 . It wqs owned by Alfred I.cpper.

	

Mr. l.cpper, as dcvrlnprr of tlrc
area, contributed It,e utility plant to f-CD and ohc, :ard the system on behalf of LCD.

	

Aficr the death
of Mr Leppet, the Ihmdy continued to iuaimain the system but was receptive to selling the system
and the undevelopYl lots at LCD. Thc .spproximalcly 110 undrvcloped lots are being sold to another
individual who plane to build additional homes.

Alter reviewing the vpplrcalion, the ALC,emling Depauruent met with Gash F. "kick" I Ielms,
President ol'CU, to discuss the plaits for the LCD proforty Mr . Helms noted that the sewer syacm
was designed for a maaimum of70 homes, which will allow for considerable customer growth . There
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is no plan to immediately improve the sewer sy ::crn . The treatment facility would need to be
e-,<panded or upgrac cd if the lime comes that plant eepacity is exeredcd due to customer growth_ Mr .
Helms also slated that additional storage capaci :v far the tsot :r system will be added. CU plans to
improve the water sysirm by using a ;0,000 gallon pressure tan! : that was salvaged from another
water system it own;

	

;'Iris tank would meet the Missouri Department ofNatural Resources design
criteria for pressure tank sire .

	

There will be no rate base involved initially, however, future plant
additions should he recorded and depreciated the same as CU's existing plant . Expenses listed on
Appendix 6 of the Appl¢atinn were based on the CU 1995 Annual Report and the average costs of
shnilar symcms already being operated by CU .

A letter v,as sent to Mrs; . Lepper on November 12, 1997 and a response was received on
Dccenrher Iii, 1997, in herbchalf, from LoclTei ing Accounting which separated the war^r and sewer
revenues th .rt had bc:n coaibi : :ed on the 19 "16 annual report

	

An analysis of LCD annual reports
going back several ycms shows that while Only the -1'7^ utility was eenifcaled, revenues an .i
cxpcescs rcletrd 10 xes,cr, wafer and lot sales were all combined fur fling purposes . Uased on the
annual reports as filed, the sewer and water rate.% cnnd:incd did not provide enough revenue for file
payment of all of the ecpcnscs . 7 his was note(] on several annual reports.

The followin ,. hill comparison shows it), current metered water rate being charged to
estorucrs On the uncertificatcd LCD water system, and CU's current approved inciered water rate
which is requested to hccmne etfcctivc for this area . Tlsc current scsscr rate at LCD is a flat 54 .75
per month

	

This rate has not changed since tire nod-sevcinics. CU proposes to charge 522 .53 per
mur.th, "Inch is the same as for other CU customers in Cole County

	

While this rate is considerably
higher than the 84 .75 rate, tire Slaf believes that this higher rate is necessary to cover the expcuses
ofmairdainim , die system, as well as to provide a reasonable level of customer service and emergency
response capa~.fity

Utiiity stale (.'u - pnri!on
Coniur" rption take C.'rzrrucl Callitul Utilities

'Aster (2R custaeters)

1,000 gallnns 5 4 . 0 S 4 40

3,000 800 7 40

6,060 10 so If 65

Sower (27 cusrornri :)

Flat Rate S 4 .75 S 22 .53
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Mr fly lms informed the Stafl- that he had met with residents of I.CD to discus; the plans for

the s5'slem

	

tic indwate.d that c .;stomcis were pnmorfy concerned about future expansion of the
sysicm and ssho would Iwve to P :y. for it

	

Nil

	

I Iclms staled lie told tile residents attending, that the

expansion cons would lie absorb^d by CU on a company w1de basis

	

lie also slated his belief that

the proposed rate increa,e for the sewer system was not a concern voiced by customers. the Staff
notes Ihefc ar^- lao Ieiters Ci'tt were sent bf customers responding to the customer notice

	

One
telephoec c .ui was al,o reccivcd by tire Staff

	

These customers expressed concern nkoyal file
dincrerse in rates, hot ai " o seem to end.-stand the need for this sale to take place in order that good
utility scrvicc continue into the future

Rt';:arding the dincrencc in sass . rites, the Staff believes that CU's existing ;ales are

appropriate br:reuse !h .-.c rtes arc prc,cnIly in elect fur existing (.U customers in Cole County . The

i

	

Staff also notes that some of these customers are served by lagoon systems similar to the Lake
Carmcl system

1
rlaxed on nut u;vic+ of Ihc application, annual reports, the interview with Mr . l Iclrns and the

Staffs insprct:on of tie "mater end se,cr systems, tile Staff believes that this sale and transfer of

assets is not dctrimcntal to the public interest .

Ilr_ Sutf teconrtncnda the tran" ;tcr of assets and the gi :uning of appropliatc Certificates ro
CU be approved

	

The Swf- bclieves it is reasonable for CU to opcr;ac the water and sewer systern
under its existing rates and rules.

	

't he Commissions approval of the transfer of assets should also
include ltrarniag CU Ccitifcules ul'Convenicnce and Necessity (Cerifcntes) to provide water and
server service in the I.ake Ca:md a;cu, and cancel the Ccilifcale that was granted to LCD.

	

CU will
rlec(l u, ansnd its wa'.rr Iar3Tand is serer tar ifl to reflect tile Lal;c Carmcl service area, and the Bled
tariff approved for 1.('1) will aced to be canrclcd

S1 incc (a1 prcscnfy has no paricvlar date eel for LIO,1n(: nn the n,SCIS, the Staff recommends
that (:U suhinil 30-devtariff filna_s, for svrtlor and for scr+cr, ilh the cff-clivc dole to be the date to
be scheduled for unsin¢ of Ills assets . The Commission cnuL! cnrrccl lire LCD tariff at Ire time tire
CU tarilli, I1CCtnir.°_ cllcLIivc

To summaruc, the Stall recuormerrds drat

I .

	

The transfer of sealer and sewer system assc~, owned by LCD to CU be approved,

2.

	

Cerulic :acs to provide water and scwcr scrvicc be granted to CU for the Lake Carmcl
area, with such wrvice to be provided under ccisting CU rates and tariffs, etTeetive upon the
c0'ceaive date c" f tarill's to be fled by CU as described herein ;

3 .

	

CU be ordered to submit tali"sheds rcli5ing its walttr held sewer tarlf with a map and

f

f

f
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legal descriptirn of the Lal,c Cannel mca, and

to be tiled by CU .

4 .

	

'1 he Ccililicatr: granted LCD, and the catiff appioced fm LCD, be canceled upon

	

appnnsil
of tariffs to be filed by (-U

The Water and Sc,cr Department aill file an additional memorandum regarding the tariffs

cc Diructur- Uuho DI"-rations Division
Dircnor - l!uLt) Service Division
Direct,t - Advmrs ar.d Public r\liairs Division
General Counsel
Atanagct -financial Aralvsis Department
Atanagct - .kccounimu Department
\lana; ;^, - Water and Scwcr Departincnt
M.inagci - Customet Service
htaoagcr- D:I;rr_iaticn Department
UOicc of the public Counsel
Curt Lepper, President - Lake Camicl D:vclopmcnt, Inc
Rick I Ielms, President - Capital Utilities, Inc
Dean Cooper-13rydon, Swearcnger & England, P C - Attoiney for Applicants



Staff Positions re : Tariff Provisions Aqua Missouri - CU-Sewer

(1)

	

Regarding the expansion/modification, rehabilitation or replacement of an existing
sewage treatment plant that is needed due to factors such as a lack of capacity for serving
existing customers, normal "wear and tear" or changes in applicable regulations, it is the Staffs
position that the Company is responsible for developing the plans for such projects in a timely
manner, for obtaining the necessary DNR permits for such projects in a timely manner and for
constructing such projects in a timely manner. Further, it is the Staffs understanding that the
Company will provide the funds for the design, permitting and construction of such projects .

(2)

	

Regarding the expansion/modification of an existing sewage treatment plant that is
needed due to requests for new service connections from individual customers. i t is the Staffs
position that the Company is responsible for developing the plans for such projects in a timely
manner, for obtaining the necessary DNR permits for such projects in a timely manner and for
constructing such projects in a timely manner. Further, it is the Staffs understanding that the
Company will provide the funds for the design, permitting and construction of such projects .

(3)

	

Regarding the expansion/modification of an existing sewage treatment plant that is
needed due to a request for new service connections from a developer, as that term is defined in
the Company's tariff, it is the Staffs position that the Company is responsible for developing the
plans for such projects in a timely manner, for obtaining the necessary DNR permits for such
projects in a timely manner and for constructing such projects in a timely manner. Further, it is
the Staffs understanding that the developer will provide the funds for the design . permitting and
construction of such projects through the execution of a company/developer contract as set forth
in the Company's tariff. Additionally, the Staff acknowledges that the company/developer
contract called for by the Company's tariff may provide that the construction of the project be
done by the developer subject to the Company's inspection, approval and acceptance .

(4)

	

Regarding the replacement of an existing sewage treatment plant that is needed due to a
request for new service connections from a developer, as that term is defined in the Company's
tariff, it is the Staffs position that the Company is responsible for developing the plans for such
projects in a timely manner, for obtaining the necessary DNR permits for such projects in a
timely manner and for constructing such projects in a timely manner. Further, it is the Staffs
understanding that the Company and the developer will jointly provide the funds for the design,
permitting and construction of such projects through the execution of a company/developer
contract as set forth in the Company's tariff, with that joint funding to be reflective of the number
of existing service connections and the number of potential new service connections.
Additionally, the Staff acknowledges that the company/developer contract called for by the
Company's tariff may provide that the construction of the project be done by the developer
subject to the Company's inspection, approval and acceptance .

(5)

	

Regarding the construction of a new sewage treatment plant that is needed due to a
request from a developer, as that term is defined in the Company's tariff, for service in an area in
which the Company does not currently provide service, it is the Staffs position that the Company
is responsible for developing the plans for such projects in a timely manner, for obtaining the
necessary DNR permits for such projects in a timely manner and for constructing such projects



in a timely manner. Further, it is the Staffs understanding that the developer will provide the
funds for the design, permitting and construction of such projects through the execution of a
company/developer contract as set forth in the Company's tariff. Additionally, the Staff
acknowledges that the company/developer contract called for by the Company's tariff may
provide that the construction of the project be done by the developer subject to the Company's
inspection, approval and acceptance .

(6)

	

Regarding the extension of a sewer collecting main that is needed due to a request for a
new service connection from an individual customer, it is the Staff's position that the Company is
responsible for developing the plans for such projects in a timely manner, for obtaining the
necessary DNR permits for such projects in a timely manner and for constructing such projects
in a timely manner Further, it is the Staffs understanding that the customer will provide the
funds for the design, permitting and construction of such projects through the execution of a
company/customer contract as set forth in the Company's tariff. Additionally, the Staff
acknowledges that the company/customer contract called for by the Company's tariff may
provide that the construction of the project be done by the customer subject to the Company's
inspection, approval and acceptance .

(7)

	

Regarding the extension of a sewer collecting main that is needed due to a request for
new service connections from -a developer, as that term is defined in the Company's tariff, it is
the Staffs position that the Company is responsible for developing the plans for such projects in
a timely manner, for obtaining the necessary DNR permits for such projects in a timely manner
and for constructing such projects in a timely manner Further, it is the Staffs understanding that
the developer will provide the funds for the design, permitting and construction of such projects
through the execution of a company/developer contract as set forth in the Company's tariff.
Additionally, the Staff acknowledges that the company/developer contract called for by the
Company's tariff may provide that the construction of the project be done by the developer
subject to the Company's inspection, approval and acceptance .


