                                         STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 12th day of March, 2004.

In the Matter of the Joint Application of 

 
)

AquaSource/RU Incorporated and Lakewood


)

Manor, Limited for Authority for AquaSource/RU
)
Case No. WO-2004-0251
Incorporated to Acquire Certain Assets of 

)

Lakewood Manor, Limited

)



ORDER GRANTING JOINT APPLICATION


On December 15, 2003, AquaSource/RU Incorporated
 and Lakewood Manor, Limited filed a Joint Application asking the Commission to authorize Lakewood Manor to sell its assets to AquaSource/RU.  The application also asks that AquaSource be certificated to provide service in the area currently served by Lakewood Manor, and that Lakewood Manor be authorized to discontinue serving that area. 

Lakewood Manor is a Missouri corporation that provides regulated water service to approximately 31 customers in portions of Shell Knob in Barry County, Missouri.  The Commission granted Lakewood Manor a certificate of convenience and necessity to serve this area in 1989.  The company that wants to buy Lakewood’s assets is AquaSource/RU, a Missouri corporation that is a subsidiary of AquaSource, Inc., which is, in turn, a subsidiary of Philadelphia Suburban Water Company, a Pennsylvania based water

company.  AquaSource/RU furnishes regulated water service to approximately 960 customers in five locations in Missouri.  


On December 15, the Commission issued an order directing that notice of the Joint Application be given to the public and to interested governmental bodies.  That order also established January 13, 2004, as the deadline for submission of applications to intervene.  No applications to intervene have been received.  

On March 2, the Staff of the Commission filed its recommendation regarding the Joint Application.  Staff indicates that the purchase price of the assets to be sold is essentially equal to Lakewood Manor’s ratemaking rate base.  That means that there is no acquisition premium associated with AquaSource/RU’s purchase of Lakewood Manor’s assets.  AquaSource has informed Staff that it intends to adopt Lakewood Manor’s existing rates and service charges.  Therefore, Lakewood Manor’s customers will not experience any change in rates if the sale of assets is approved.  Staff also indicates that AquaSource/RU has demonstrated that it has the technical, managerial, and financial resources needed to operate the Lakewood Manor water system because it currently owns and successfully operates a number of water and sewer systems under the Commission’s jurisdiction.  

Based on its investigation, Staff concludes that the sale of the Lakewood Manor assets to AquaSource/RU, and that company’s operation of the Lakewood Manor water system, would not be detrimental to the public interest.  Staff recommends that AquaSource/RU be directed to file tariff sheets reflecting its new service area and rates.  When that tariff is approved and AquaSource has the authority to operate the water system, Staff recommends that Lakewood Manor’s certificate and tariff be canceled. 

Although the Office of the Public Counsel is a party to this case, it has not filed a recommendation.  No party has requested a hearing.  

Based on the Joint Application and upon Staff’s recommendation, the Commission concludes that the sale of Lakewood Manor’s water system to AquaSource/RU is not detrimental to the public interest.  


IT IS THEREFORE ORDERED:

1. That the Joint Application of AquaSource/RU Incorporated and Lakewood Manor, Limited is granted.  

2. That Lakewood Manor, Limited is granted the authority to transfer, and AquaSource/RU Incorporated is granted the authority to purchase, the assets identified in the Asset Purchase Agreement attached to the Joint Application as Appendix 3.   

3. That AquaSource/RU Incorporated is granted a certificate of convenience and necessity to serve the area now served by Lakewood Manor, Limited.  

4. That Lakewood Manor, Limited is authorized to discontinue providing water service to its existing customers as of the date of transfer of the assets.  

5. AquaSource/RU Incorporated is authorized to begin providing water service to the former customers of Lakewood Manor, Limited as of the date of transfer of the assets. 

6. That AquaSource/RU Incorporated and Lakewood Manor, Limited are authorized to enter into, execute, and perform in accordance with the terms of the Asset Purchase Agreement attached to the Joint Application as Appendix 3, and may take any and all other actions that may be reasonably necessary and incidental to the performance of the acquisition.     

7. That AquaSource/RU Incorporated shall file, in this case, tariff sheets describing the service area it will serve and the rates it will charge.  AquaSource/RU is reminded that it cannot begin providing service to its new customers until the implementing tariff has been approved and has become effective. 

8.
That nothing in this order shall be considered a finding by the Commission of the value of these transactions for ratemaking purposes and that the Commission reserves the right to consider the ratemaking treatment to be afforded these transactions in any later proceeding. 

9.
That this order shall become effective on March 22, 2004.


BY THE COMMISSION 


Dale Hardy Roberts


Secretary/Chief Regulatory Law Judge

( S E A L )

Gaw, Ch., Murray and Clayton, CC., concur

Woodruff, Senior Regulatory Law Judge

� Staff’s recommendation indicates that AquaSource/RU began using the fictitious name of Aqua Missouri, Inc. effective on February 13, 2004.  For the sake of clarity, the Commission will continue to refer to AquaSource/RU in this order. 
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