Before The Public Service Commission

Of The State Of Missouri

	In the Matter of the Joint Application of AquaSource/RU Incorporated and Lakewood Manor, Limited for Authority for AquaSource/RU Incorporated to Acquire Certain Assets of Lakewood Manor Limited
	)

)

)

)

)
	Case No. WO-2004-0251


Recommendation for Approval of Transfer of assets And

Granting of Certificate of Convenience and Necessity

COMES NOW the Staff of the Missouri Public Service Commission ("Staff"), by and through counsel, and for its Recommendation for Approval of Transfer of Assets and Granting of Certificate of Convenience and Necessity states the following to the Missouri Public Service Commission ("Commission"):

1.
On December 15, 2003, AquaSource/RU, Inc. ("Aqua") and Lakewood Manor, Limited ("Lakewood") filed a Joint Application seeking approval for Lakewood to sell and transfer its assets used for the provision of water service to customers in its service area to Aqua.  The Joint Application also requests authority for Lakewood to cease providing service, and requests that the Commission grant a Certificate of Convenience and Necessity for Aqua to provide water service in Lakewood's presently certificated service area.

2.
Although the Joint Application was filed with Aqua’s name as AquaSource/RU Incorporated, Aqua obtained the Commission’s approval in Case No. WN-2004-0286 to operate under the fictitious name Aqua Missouri, Inc., effective February 13, 2004.  Therefore, the Staff believes that further correspondence and filings with regard to this case may legitimately identify Aqua as either Aqua Missouri, Inc., or AquaSource/RU, Inc. d/b/a Aqua Missouri, Inc.
3.
Aqua began operation as a regulated utility in 1999 by acquiring Riverside Utility Corporation, as approved in Case No. WM-99-238.  It presently operates water systems in five separate service areas in southwest Missouri serving approximately 980 customers.

4.
Lakewood became a regulated water utility in 1990 by authority granted in Case No. WA-90-7.  Its service area consists of a subdivision known as Lakewood Manor, and it serves 31 customers.  The Staff is not aware of any deficiencies, capacity issues, or service problems that need attention at this time with regard to the Lakewood system.
5.
The Staff has reviewed both Aqua’s and Lakewood’s compliance with requirements to submit annual reports and pay annual assessments, and finds that there are no deficiencies with regard to either of these matters for either utility.  For Aqua, the annual report review covered calendar years 1999 through 2002, and the assessment review covered fiscal years 2001 through 2004.  (For fiscal year 2000, Riverside Utility Corporation paid the Commission assessment in full.)  For Lakewood, the annual report review covered calendar years 1997 through 2002, and the assessment review covered fiscal years 2000 through 2004.  (Jim Merciel of the Commission’s Water and Sewer Department conducted the annual report and assessment reviews on behalf of the Staff).

6.
Aqua has stated verbally to the Staff that it intends to adopt existing rates and service charges that are presently in effect for Lakewood, and Lakewood's customers would thus not experience any change in rates if the Commission grants the relief requested in the Joint Application.  Aqua will need to file tariff sheets, to be inserted in its existing tariff, that show a map and description of the service area presently approved for Lakewood, as well as a rate sheet and service charge sheet with charges identical to those presently approved for Lakewood.  Upon the effective date of such tariffs, the tariff presently in effect for Lakewood, and its Certificate of Convenience and Necessity, may be canceled.  (The Staff notes that it will file a recommendation regarding approval of the tariff sheets that Aqua will be filing subsequent to Commission approval of the Joint Application in this case, if that occurs.)

7.
Regarding the purchase price of Lakewood's assets and the ratemaking rate base value of those assets, the Staff notes that the maximum purchase price under the contract for sale is essentially equal to the ratemaking value of Lakewood's assets.  As a result, there is no acquisition premium related to the purchase of Lakewood's assets.

8.
Based on its investigation of the Joint Application, the Staff believes that the proposed transfer of assets and granting Aqua authority to operate as a water utility in Lakewood’s existing service area is not detrimental to the public interest.  Aqua, along with its parent corporation and its affiliates, own and is successfully operating, a substantial number of water and sewer systems under the Commission's jurisdiction, and as such has demonstrated that it has the technical, managerial and financial resources necessary for the operation of the Lakewood system.

WHEREFORE, the Staff respectfully recommends that the Commission issue an order in this case that: (a) authorizes Lakewood to transfer its water system assets to Aqua; 
(b) approves a Certificate of Convenience and Necessity for Aqua to operate in Lakewood's service area; (c) directs Aqua to file tariff sheets as described herein reflecting the service area and rates, upon approval of which Lakewood’s Certificate and tariff may be canceled; and 
(d) makes no finding that would bind it or any other party to any ratemaking treatment of the actions related to approval of the Joint Application in any future proceeding.
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