Before the Public Service Commission

Of the State of Missouri

	In the Matter of the Joint Application of CAT-PAC Waterworks, Inc. and Public Water Supply District No. 3 of Franklin County, Missouri for Approval of Transfer of Assets.
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)
	Case No. WM-2003-0185


Suggestions in Support of 

Unanimous Stipulation and Agreement

COMES NOW the Staff of the Missouri Public Service Commission (Staff), by and through Counsel, and in support of the Unanimous Stipulation and Agreement (Agreement) filed in this case, states the following:

1. The Staff took the position that certain conditions or safeguards were necessary before the Commission should approve the transaction proposed in the Joint Application in this case.  In that regard, the Staff’s directed its primary effort in this case towards ensuring that there would not be a potential “detriment” to the ratepayers of the State of Missouri.

2. Through the process of negotiation, the Staff believes it has obtained sufficient safeguards, as memorialized in the Agreement, to warrant approval of the proposed transaction.  This pleading will highlight several items in the Agreement that the Staff believes warrant the Commission's approval of the Agreement.
3. The basic transaction involved a request by the Joint Applicants that the Commission approve the transfer of all of CAT-PAC’s water utility system assets and its customers to Public Water Supply District No. 3 of Franklin County, Missouri (District).

4. The Staff was concerned that certain capital improvements need to be made to CAT-PAC’s system, either by the District after the transfer of assets occurs, or by CAT-PAC if the transfer does not occur.  The Staff was also concerned about the rate increase that CAT-PAC customers would experience as a result of the transfer, and about a possible subsequent rate increase applicable only to the CAT-PAC customers after the transfer and after the District made the capital improvements to the system.

5. The Staff, through the process of negotiation, was able to obtain a commitment from the District to make the needed capital improvements to CAT-PAC’s system.  This commitment is specifically articulated in Paragraph 24 of the Agreement filed in this case.

6. The Staff also obtained a commitment from the District that, after completion of the improvements, no “stand alone” increase in the rates of CAT-PAC’s customers would occur.  In other words, CAT-PAC’s present customers would pay no more than the other customers of the District.  This commitment is articulated in Paragraph 25 of the Agreement filed in this case.

7. Although CAT-PAC’s customers will experience a rate increase as a result of becoming part of the District, the Staff believes that these customers would experience a significant rate increase if there is no transfer of assets and if CAT-PAC makes the needed capital improvements to its water system.  The Staff bases this belief on the results of a cost-of-service analysis that it performed as a part of its investigation into the proposed transfer of assets.

8. In addition, the Staff believes that additional benefits will inure to the customers of CAT-PAC if they become part of the District.  These include being able to vote for the governing board of the District, thereby ensuring accountability to the customers as new members of the District, and becoming part of a larger system that has the financial ability needed to ensure that capital improvements are made, thereby ensuring quality of service and compliance with applicable state and federal clean water regulations.

9. Lastly, as a part of its investigation into the proposed transfer of assets, the Staff became aware that the owner of CAT-PAC actively sought bids for the system from several prospective buyers, and that the District was the only entity that expressed an interest in purchasing the system.

For all the foregoing reasons, the Staff believes the Agreement filed in this case satisfies the Staff's concerns regarding the proposed transfer of assets and is a document that offers sufficient protection to the ratepayers of the State of Missouri.  The Staff therefore respectfully requests that the Commission approve the Stipulation and Agreement filed in this case on May 7, 2003.
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