STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 7th day of September, 2004.

In the Matter of the Application of Village Greens
)

Water Company for a Certificate of Convenience
)

and Necessity Authorizing It to Construct, Install,
)

Own, Operate, Control, Manage, and Maintain a
)
Case No. WA-2004-0151

Water System for the Public Located in the Village
)

of Parkway, Franklin County, Missouri.


)

ORDER GRANTING CERTIFICATE 

OF PUBLIC CONVENIENCE AND NECESSITY

Syllabus:
In this order, the Commission finds it is necessary and convenient for the public interest for Village Greens Water Company to construct, install, own, operate, control, manage and maintain a water system in the Village of Parkway, Franklin County, Missouri, and so grants Village Greens a certificate of convenience and necessity.

Background

On September 22, 2003, Village Greens Water Company applied for a certificate of convenience and necessity to construct, own and operate a water system in the Village of Parkway, Franklin County, Missouri.  Although there are no customers to serve, Applicant states that it intends to service a developing subdivision and is negotiating a contract to provide water to a church.

On September 23, 2003, the Commission issued an order directing that Applicant submit a statement regarding unsatisfied judgments and an affidavit to support the application.  The company complied with the Commission’s order on February 9, 2004. Also on September 23, 2003, the Commission issued an order that notice be given to potentially interested entities, allowing opportunities for intervention.  There were no requests for intervention.  The Commission also ordered the Staff of the Commission to file its memorandum no later than December 22, 2003.

On December 22, 2003, noting that Village Greens had not yet responded to the Commission’s September 23rd Order, Staff filed a motion for an extension of time, until January 12, 2004, to file its memorandum.   Staff filed a second motion for an extension of time on January 12, 2004.  At that time, Village Greens was considering expanding its service area and Staff needed more time to investigate.  On February 11, 2004, Staff filed a third motion for an extension of time, stating that it had requested updated information about the company’s projected expenses and would need time to analyze the information.  Staff also stated that questions remained with regard to the company’s service area.  On April 9, 2004, Staff filed its memorandum, recommending that the Commission approve the application under certain conditions.

The Commission had reservations about granting a certificate to operate and own a water company to individuals who may have little to no experience with running a water company.  On April 21, 2004, the Commission directed Staff to file information supporting its belief that the Applicants have the necessary capacity to own and operate a water company.  Having received no response, the Commission issued a second order directing the Applicant to file a pleading setting out additional information demonstrating the technical and managerial capacity to manage a water company.  In that order, the Commis​sion also required Staff to respond to the Applicant’s pleading.

On August 24, 2004, having received additional information from Applicant, Staff responded to the Commission’s Order.  

Staff’s Memorandum

Staff’s states that “the owners of the company, who are also the subdivision developers, expect 73 residential customers and a church to be connected in the first five years of operation.”  For purposes of ratemaking, Staff assumes that in the first two years of operation the company will acquire 30 residential customers plus the church.  To protect the company from financial instability if the certificated area does not develop as projected, the developer will fund the entire utility plant, with a per capita amount transferred from the utility to the developer as each customer connects to the water system.  Additionally, after discussions and modifications of the estimated expenses associated with providing water service, Staff and the company arrived at a monthly residential rate of $29.59 for the first 3,000 gallons of usage plus $2.74 for each additional 1,000 gallons of usage.

It is Staff’s opinion that there is a need for water service in the new subdivision and that the company’s proposal, as modified, is reasonable.  Staff believes that the company has the technical, managerial and financial capacity to construct, own and operate a water system.  Staff recommends that the Commission issue an order that:

1.
Approves a Certificate of Convenience and Necessity for Village Greens Water Company for providing water service to the service area described in the Application;

2.
Requires the Company to submit a complete tariff specifying a monthly minimum rate of $29.59 (including 3,000 gallons of usage) plus $2.74 for each additional 1,000 gallons;

3.
Approves the schedule of depreciation rates attached to [Staff’s] memorandum for use by the Company.

4.
Requires the Company to submit semi-annual customer connection reports to the Manager of the [Commission’s] Water & Sewer Department, with the first such report to be submitted six months after the effective date of the Company’s tariff; and 

5.
Recognizes that nothing in this [Memorandum], or in any order issued by the Commission in this case, shall bind the Commission on any ratemaking issue in any future rate proceeding.

Additional Information

In its memorandum, filed on August 24, 2004, Staff states that the owner is an established property developer in the area and has experience in the design and construc​tion of water and sewer systems for several other subdivisions, and has contracted with a certified operator to run the system.  Staff further noted that it has been advised by the Company that ten houses are now occupied, and that additional houses are under construction.  And, although water service is being provided through the Company’s system, the company is doing so without charge because the Commission has yet to approve the Company’s application.  

Additionally, Staff noted that the Company has completed construction of the water supply and distribution system in compliance with the Department of Natural Resources and that DNR has acknowledged completion.  Staff added that that proper completion of the construction of the system, combined with DNR’s acknowledgement allows the Company to temporarily provide drinking water until DNR completes its evaluation of the system and issues a permit.

Attached to Staff’s memorandum is the Checklist for Construction Authorization and Permit to Dispense Water to the Public used by the Department of Natural Resources.  This document contains required information regarding the technical capacities of the water system, and the managerial capacities and financial capacities of the owners and operators of the water system.  On page 3 of this documentation, it is noted that Robert Wideman of Wideman Well drilling will be the certified operator for this system.

The Commission has reviewed the Company’s application and Staff’s memorandum and finds it is necessary and convenient for the public interest for Village Greens to construct, install, own, operate, control, manage and maintain a water system.  The Commission will therefore grant a certificate of convenience and necessity consistent with Staff’s memorandum.

The Commission places Village Greens on notice that failure to comply with certain obligations pursuant to law may result in penalties assessed against the Company.  These obligations include, but are not limited to, the following:

1.
The requirement to file an annual report, subject to a penalty of $100 and an additional $100 per day for each day the Company remains in noncompliance, pursuant to Section 393.140(6), RSMo 2000.

2.
The requirement to pay an annual assessment fee, pursuant to Section 386.370.  Because assessments are facilitated by order of the Commission, failure to comply with the order will subject the Company to penalties ranging from $100 to $2,000 per each day of noncompliance, pursuant to Section 386.570, RSMo 2000.

3.
The requirement to provide safe and adequate service at just and reasonable rates, pursuant to Section 393.130, RSMo 2000.

4.
That the Company comply with all relevant state and federal statutes and rules, including but not limited to, rules of this Commission, the Department of Natural Resources and the Environmental Protection Agency.

5.
That the Company comply with all orders of this Commission, subject to penalties for noncompliance ranging from $100 to $2,000 per day, pursuant to Section 386.570.

The Commission will grant the certificate conditioned upon the company’s compliance with the obligations listed above.

Moreover, if the Commission finds, upon conducting a hearing, that Village Greens fails to provide safe and adequate service or has defaulted on any indebtedness, the Commission shall petition the Circuit Court for an order attaching the assets, and placing the company under the control of a receiver.  (See Section 393.145, RSMo 2000).  As a condition of granting this certificate, the company hereby consents to the appointment of a temporary receiver until such time as the Circuit Court grants or denies the petition for receivership.

Village Greens is also placed on notice that the Commission can, without first holding a hearing, issued an order in any case “in which the commission determines that failure to do so would result in the likelihood of imminent threat of serious harm to life or property.”  (See Section 386.310, RSMo 2000).

IT IS THEREFORE ORDERED:

1. That Village Greens Water Company is granted a certificate of public convenience and necessity to construct, install, own, operate, control, manage, and maintain a water system in the service area described in the application.

2. That this certificate is granted upon the conditions set out in the body of this order.

3. That Village Greens Water Company shall submit in this case a complete tariff specifying a monthly minimum rate of $29.59 (including 3,000 gallons of usage) plus $2.74 for each additional 1,000 gallons of usage.

4. That the depreciation rates, attached to the Staff of the Commission’s Memorandum, are approved and shall be used by Village Greens Water Company.

5. That Village Greens Water Company shall submit semiannual customer connection reports to the manager of the Commission’s Water and Sewer Department, with the first such report to be submitted six months after the effective date of the company’s tariff.

6. That nothing in the Staff of the Commission’s Memorandum, or in any order issued by the Commission in this case, shall bind the Commission on any ratemaking issue in any future rate proceeding.

7. That Village Greens Water Company is ordered to comply with all Missouri statutes and Commission Rules.

8. That this order shall become effective on September 17, 2004.

9. That this case may be closed on September 18, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge
( S E A L )
Gaw, Ch., Murray, Clayton,

Davis, and Appling, CC., concur.

Jones, Regulatory Law Judge
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