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Information Regarding the Company's Qualifications

As noted in the Staff's initial recommendation in this case, items reviewed during the Staff’s investigation of the subject Application included the Company's overall plans for providing water service in the requested service area.  Additionally, the Staff analyzed the Company's ability to meet the "Tartan Energy Criteria", as slightly modified by the Staff, which are the criteria historically used by the Commission in evaluating service area certificate applications.  The Tartan Energy Criteria, with criterion (1) modified by the Staff, are set out below.

(1) Is there a need for the proposed service, and is there a need for the applicant to provide the proposed service?

(2) Is the Company qualified to provide the proposed service?

(3) Does the Company have the financial ability to provide the proposed service?

(4) Is the Company's proposal economically feasible?

(5) Does the Company's proposal promote the public interest?

In addition to the above-referenced reviews and analysis, the Staff also performed its own cost-of-service analysis and rate calculations for the new system, which were discussed in the Staff Memorandum included with the Staff's initial recommendation in this case.  Additionally, the Missouri Department of Natural Resources (DNR) performs a Technical, Managerial and Financial (TMF) Review on all new public water supplies commencing operation after October 1, 1999, prior to the issuance of a permit to dispense water.  A copy of the DNR's TMF checklist is attached hereto and identified as Attachment 1.

The Tartan Energy Criteria

As noted previously, the Staff analyzed the Company's ability to meet the Tartan Energy Criteria, as slightly modified by the Staff, as has historically been done in evaluating service area certificate applications.  The Staff's conclusions regarding these criteria are set out below.

Is there a need for the proposed service, and is there a need for the Company to provide the proposed services?  There is a need for water service in the Village Greens subdivision in that it is a new development within the limits of the Village of Parkway, which does not have a central water distribution system.  Also, the Company's owner contacted the City of St. Clair (City) concerning the possibility of connecting to the City's water system.  However, according to the Company's construction permit application to the DNR, the City "...expressed very little interest in providing Mr. Rice's Subdivision water service, and they even questioned if the city would have the capacity to serve the proposed subdivision."

Jerry Scheible of the Commission's Water & Sewer Department (W/S Dept) contacted representatives of the City concerning the possibility of providing water service to the subdivision and was told that the City will not provide service to anyone outside of its city limits, primarily because of concerns regarding the capacity of its water supply and distribution system.  As a result, the Staff believes there is a need for the Company to be the entity providing water service to the new area.

Is the Company qualified to provide the proposed service?  The Staff believes that the Company's owner has demonstrated technical and managerial ability to develop and operate the water system, in that the owner is an established property developer in the area.  Additionally, the Company's owner has experience in the design and construction of water and sewer systems for several other subdivisions, and has contracted with a certified operator to run the system.  A copy of the contract operator's Certificate of Competency issued by the DNR is on file in the W/S Dept.  (Further information regarding this matter is contained in the "Additional Information" section below.)

Does the Company have the financial ability to provide the proposed service?  The utility will essentially be financed by the subdivision development venture, at least for the first few years of operation.  The Staff believes that the Company has the financial capability through bank financing, and its owner's funding support, to successfully move forward with its proposal, and that it will be able to generate sufficient cash flow to repay any debt.
Is the Company's proposal economically feasible?  The Staff, having evaluated estimated expenses, rates, CIAC charges, etc., believes that the proposal for the water system within the requested area is economically feasible – if the Staff's proposed rates are adopted.  As is common, however, for new proposed service areas for any utility, the feasibility is dependent upon customers actually connecting to the system, albeit the Staff believes that its proposals alleviate this concern to some degree.

Does the Company's proposal promote the public interest?  The Staff believes the Company's proposal promotes the public interest because central water systems are desirable for a good living environment for the involved residents, and because the other Tartan Energy Criteria have been met.

Additional Information

Personnel in the W/S Dept have recently been advised by the owner of the Company that 10 houses are now occupied, and additional houses are under construction, in the proposed service area.  Water service to the occupied residences is being provided through the Company's water supply and distribution system, but is being done so without charge since the Commission has not yet approved the Company's Application.  As a result, the Company's owner is interested in having the Company's Application favorably acted upon as soon as possible.

Also, the Staff notes that the DNR completed its TMF Review of the Company as a part of its review of the Company's construction permit application.  A copy of the DNR's completed TMF checklist, which includes information regarding the Company's qualifications to operate the supply and distribution system, is attached hereto and identified as Attachment 2.

Additionally, the Staff notes that the Company has completed the construction of its water supply and distribution system in compliance with its DNR construction permit, and that the completion of this construction has been reported to and acknowledged by the DNR.  Proper completion of the construction of the system, combined with the DNR's acknowledgment of that, results in the allowed use of the system for drinking water purposes on an interim basis pending an evaluation of the system by the DNR.  As a result, the Company's use of the supply and distribution system to provide water, at no charge, to the occupied residences in the proposed service area is not inappropriate.  After the DNR's evaluation of the Company's construction and operation of its water supply and distribution system, which normally occurs within a few months after the system is allowed to go into operation, the DNR will then issue its permit to dispense water to the Company – assuming it is verified that the Company's construction of the system was proper and the operation of the system is meeting the required standards.

Lastly, the Staff notes that sewer service to the Company's proposed service area is being provided by the City of St. Clair, although, as mentioned previously, the City was not interested in providing water service to that service area.
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