STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 27th day of May, 2003.

In the Matter of the Joint Application of

)

CAT-PAC Waterworks, Inc., and Public Water
)

Supply District No. 3 of Franklin County,
)
Case No. WM-2003-0185

Missouri, for Approval of Transfer of Assets.
)

ORDER APPROVING UNANIMOUS STIPULATION AND

AGREEMENT AND ORDER AUTHORIZING TRANSFER OF ASSETS

This order authorizes the transfer of the sewer and water plant, customers, permits and rights of CAT-PAC Waterworks, Inc., to Public Water Supply District No. 3 of Franklin County, Missouri, and approves the unanimous stipulation and agreement reached by CAT-PAC Waterworks, Inc., Public Water Supply District No. 3 of Franklin County, the Office of the Public Counsel and the Staff of the Missouri Public Service Commission.  

Procedural History 

On November 19, 2002, CAT-PAC Waterworks, Inc., and Public Water Supply District No. 3 of Franklin County, Missouri filed a Joint Application with the Missouri Public Service Commission seeking authority to: (1) transfer the assets of CAT-PAC to the District; and (2) to take all actions necessary and proper to effectuate the proposed transaction.  The Applicants also requested that the Commission cancel CAT-PAC’s certificate of public convenience and necessity and tariffs upon notice to the Commission that the proposed transaction has occurred.  The Commission issued its Order and Notice on November 21, 2002, directing that any parties wishing to intervene do so no later than December 11, 2002.  No requests for intervention were received.  Also on November 21, 2002, the Commission issued its Notice of Tax Impact.  Based on information provided in the Application, CAT-PAC paid $22.50 in county property taxes for 2001, with prior years amounting to less $15.00 per year.

Upon an order directing it to do so, the Staff of the Commission filed its Status Report on January 10, 2003.  Staff informed the Commission that it would file its memorandum in this matter no later than March 17, 2003.  On March 17, 2003, Staff filed a request for additional time in which to file its report.  Staff stated that it was discussing the possibility of filing a stipulation in lieu of a memorandum.  The Commission granted Staff’s request on March 17, 2003, setting a date of March 28, 2003, for the filing of Staff’s memorandum.  However, on March 27, 2003, Applicants filed a motion for an extension of time, until May 1, 2003, to permit customer notice.  A copy of the notice was attached to the Motion.  Applicants stated that either a stipulation or Staff’s memorandum would be filed on May 1, 2003.  The Commission granted the motion on April 9, 2003.  On May 1, 2003, Staff requested a brief extension of time in which to file a stipulation.  Staff stated that although the Stipulation it was completed, all of the parties were not available to review and sign the Document.  Staff requested that the Commission extend the date to May 5, 2003.  The Commission granted Staff’s motion, but extended the deadline to May 9, 2003.  On May 7, 2003, the parties filed a Unanimous Stipulation and Agreement.  On May 9, 2003, Staff filed suggestions in support of the Stipulation.

Staff’s Suggestions

In its Suggestions, Staff states that it directed its efforts “in this case towards ensuring that there would not be a potential ‘detriment’ to the ratepayers.”  First, Staff was concerned about the need for capital improvements to CAT-PAC’s system.  As delineated in the Stipulation, the parties have agreed that certain capital improvements to CAT-PAC’s water supply, storage and distribution facilities are needed.  The District has agreed that it will make “all reasonable efforts to complete the improvements no later than December 31, 2003.”  Staff was also concerned that CAT-PAC’s customers would experience a rate increase as a result of the transfer.  The District has agreed that CAT-PAC’s customers will  experience a rate increase.  However, CAT-PAC’s customers will pay no more than those customers currently served by the District.  Staff added that although CAT-PAC’s customers will experience a rate increase as a result of being transferred to the District, Staff believes the customers would experience an even greater rate increase if there is no transfer of assets and CAT-PAC were to make the needed capital improvements to its water system.  Staff based this conclusion on the result of a cost-of-service analysis performed during its investigations into the proposed transfer.  

Staff adds that the customers currently served by CAT-PAC will benefit from the transfer by becoming part of a larger system that is better able to make the needed capital improvements.  Such improvements will ensure quality of service and compliance with applicable state and federal clean water regulations.  Staff also noted that CAT-PAC actively sought bids for its system from several prospective buyers and the District was the only one that expressed an interest.   Staff is satisfied that its concerns have been met and requests that the Commission approve the Stipulation. 

Discussion

Section 393.190 and Commission Rule 4 CSR 240-3.605 govern this transfer.  Section 393.190 requires CAT-PAC to obtain authorization from this Commission prior to transferring its assets.  This section also requires a statement from the applicant as to the impact, if any, that the transfer will have on the tax revenues of the political subdivisions where its assets are located.  CAT-PAC has stated in the application that it paid $22.50 in the year 2001 and, in prior years, less than $15.00. 

Commission Rule 4 CSR 240-3.605 requires that the application include: (1) a brief description of the property involved in the transaction; (2) a copy of the contract or agreement; (3) verification of proper authority by the person signing the application; (4) the reason the proposed sale of assets is not detrimental to the public interest; (5) if the purchaser is subject to the jurisdiction of the Commission, a balance sheet and income statement with adjustments showing the results of the acquisition; and (6) a statement of the impact on the tax revenues of the political subdivisions in which any assets involved in the sale are located. 

Though more specifically described in the Asset Purchase Agreement attached to the application, Applicants described the property subject to this transfer as “all of CAT‑PAC’s existing water and sewer plant, customers, rights, and permits.”  Applicants have included with the application a document titled “Water Works System Asset Purchase Agreement”.  Applicants also included the verification of Thomas Seener, the president of Public Water Supply District No. 3 of Franklin County, Missouri.  The Commission finds that Applicants have satisfied the requirements of Commission Rule 4 CSR 240-3.605(1), (2) and (3). 

Applicants state that the proposed asset transfer will not be detrimental to the public interest because “CAT-PAC’s existing system will be consolidated with a larger water and sewer system, thereby better ensuring safe and quality water and sewer service to customers.”  Applicants also state that given the District’s professional and experienced system operators and its history of providing high quality water and sewer service to the public, it is well qualified to provide water and sewer services.  Furthermore, Applicants state that CAT-PAC’s customers will be permitted to vote for the governing Board of the District, thereby insuring accountability to the new customers.  Finally, Applicants state that the “District has the financial capacity to insure that any necessary improvements and modification to CAT-PAC’s existing system can be made to insure quality of service and compliance with applicable state and federal clean water regulations.”  In its Suggestions, Staff states that the customers of CAT-PAC will benefit from the proposed transfer.  The Commission finds that Applicants have satisfied the requirement of Subsection (4) of  Commission Rule 4 CSR 240-3.605.

With regard to Commission Rule 4 CSR 240-3.605(5), the District is a political subdivision of the state of Missouri and will provide water to customers located within its service area in Franklin County.  Under Section 386.250(3) the Commission does not have jurisdiction over the District as a purchaser; thus, the Commission finds that there is no requirement that a balance sheet and income statement with adjustments showing the results of the acquisition be submitted.  Lastly, as required by Subsection (6) of  Commission Rule 4 CSR 240-3.605, CAT-PAC has stated in the application that it paid $22.50 in the year 2001 and, in prior years, less than $15.00.  The Commission finds that Applicants have satisfied the requirement of Subsection (6) of the Commission’s Rule.

The Commission has considered the Unanimous Stipulation and Agreement filed herein, together with Staff’s suggestions in support thereof, and concludes that the Stipulation and Agreement is just and reasonable and should be approved.  The Commission further concludes that the proposed transaction is not detrimental to the public interest and should be approved.

IT IS THEREFORE ORDERED:
1. That the Unanimous Stipulation and Agreement filed on May 7, 2003 (Attachment A) is hereby approved.

2. That CAT-PAC Waterworks, Inc., and Public Water Supply District No. 3 of Franklin County are ordered to comply with the terms of the Stipulation and Agreement of the parties as filed herein on May 7, 2003.

3. That the transfer of the sewer and water plant, customers, permits and rights of CAT-PAC Waterworks, Inc., to Public Water Supply District No. 3 of Franklin County, Missouri, is approved.

4. That upon completion of the proposed transaction, Joint Applicants shall notify the Missouri Public Service Commission of such completion.

That this order shall be effective on June 6, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Simmons, Ch., Murray, Gaw,

and Forbis, CC., concur.

Jones, Regulatory Law Judge
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