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Q. 

A. 

SUPPLEMENTAL TESTIMONY 

OF 

NATELLE DIETRICH 

OSAGE UTILITY OPERATING COMPANY, INC. 

CASE NO. WA-2019-0185 

Please state your name and business address. 

My name is Natelle Dietrich. My business address is 200 Madison Street, 

8 Jefferson City, Missouri 65101. 

9 Q. Are you the same Natelle Dietrich that previously filed Direct Testimony in this 

10 case on July 11, 2019 and Sun-ebuttal Testimony on September 4, 2019? 

11 

12 

13 

14 

15 

16 

17 

A. 

Q. 

Yes I am. 

What is the purpose of your Supplemental Testimony? 

A. The purpose of my Supplemental Testimony is to sponsor Staffs Revised 

Memorandum attached hereto as Confidential Schedule ND-s2 (redlined version) and ND-s3 

(clean version). 

Q. 

A. 

Please explain. 

On September 11, 2019, the Commission issued its Order Bifurcating Hearing, 

18 Excusing Parties, and Directing Filing a/Revised Staff Recommendation, in which it indicated 

19 the hearing will address only the issues related to the requests involving Osage Water Company 

20 ("OWC'') assets. As a result, the Commission directed Staff to file an updated recommendation 

21 that addresses only the OWC water and sewer systems and includes a recommendation 

22 regarding the debit acquisition premium for the OWC systems. Staff witnesses James A. Busch 

23 and Kim Bolin completed the analysis and revised the Staff Memorandum in response to the 
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Surrebuttal Testimony of 
Natelle Dietrich 

I Commission order. Staff's recommendation that the Commission find that the transfer of the 

2 OWC assets and Ce11ificates of Convenience and Necessity to Osage Utility Operating 

3 Company, Inc. is not detrimental to the public interest subject to the applicable conditions 

4 outlined in Staff's Memorandum and Revised Memorandum has not changed. Staff's 

5 recommendation as to the debit acquisiiion ha~ changed as reflected in the Revised 

6 Memorandum. A redlined and clean version of that Revised Memorandum are attached. 

7 

8 

Q. 

A. 

Does this conclude your Supplemental Testimony? 

Yes it does. 
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE ST ATE OF MISSOURI 

In the Matter of the Application of Osage Utility ) 
Operating Company, Inc. to Acquire Certain ) 
Water and Sewer Assets and for a Certificate of ) 
Convenience and Necessity ) 

Case No. WA-2019-0185 

AFFIDAVIT OF NATELLE DIETRICH 
State of Missouri ) 

) ss. 
County of Cole ) 

COMES NOW Natelle Dietrich, and on her oath declares that she is of sound mind 

and lawful age; that she contributed to the attached Supplemental Testimony; and that 

the same is true and correct according to her best knowledge and belief. 

Further the Afflant sayeth not. 

Natelle Dietrich 

JURAT 

Subscribed and sworn before me, a duly constituted and authorized 

Notary Public, in and for the County of Cole, State of Missouri, at my office in 

Jefferson City, on this /3-fi. day of September, 2019. 

D. SUZIE MANKIN 
Nolaiy PubMc - Notary Seal 

State of Mssooo 
Commissioned tor Cole County 

My Comn\lssloo fJPkes: December 12, 2020 
Commission Numbof; 12412070 . 

Nbr.ARYPL 
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TO: 

FROM: 

REVISED MEMORANDUM 

Missouri Public Service Commission 
Official Case File, Case No. WA-2019-0185 

Curt Gateley- Water and Sewer Department 
James A. Dusch - Water and Sewer DcJIDrtmenl 
James-A-. Mereiel,JF;------WateraAtl-Sewef-9epaFttnenl 
David Roos - Water and Sewer Department 
Matthew Barnes - Water and Sewer Department 
Kim Bolin - Auditing Department 
Scott Glasgow - Customer Experience Department 
Ben Rankin - Customer Experience Department 
David Buttig - Engineering Analysis Department 

/s/ Curt Gateley 5/24/19 
Case Manager/ Date 

Isl Whitney Payne 5/24/19 
Senior Counsel / Date 

SUBJECT: Recommendation of Approval of Application 

DATE: May 24, 2019 

EXECUTIVE SUMMARY 

On December 19, 2018, the Osage Utility Operating Company, Inc. (OUOC) filed its Application 

and Motion for Waiver (Application) with the Missouri Public Service Commission 

(Commission). OUOC seeks approval for Osage Waler Company (OWC), a regulated water and 

sewer utility, to sell and transfer its water and sewer assets along with its Certificate of 

Convenience and Necessity (CCN) to OUOC. OUOC else seeks a new CCI>! ta ~ra\1iEle waler anEI 

sewer ser'I i oe-t&¼OOf!Eiami-ttiullHhwel~ e nt named Re A est ions-GertElemmtums (Re A est i 0 nst 

Ref.leet-i&R'-S-Wflter-a,~ewereperal-ialHS-i101--regttlatea-by4he-Gemmission-: 

According to the Application, pursuant to Sections 386.040, 386.250 and 393.140 RSMo and 

Commission Rule 4 CSR 240-10.085(2), OUOC requests a rate of return premium and a debt 

acquisition adjustment in conjunction with its acquisition ofOWC--t111a-ReAeet-ieAS. On February 

19, 2019, OUOC submitted in this case an Amended Applicationfur Convenience and Necessity 

(Amended Application). The Amended Application was submitted to " ... correct inaccuracies 

discovered after the filing of the original Application." 

C 

APPENDIX A 
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RefleelieAs C0Ado1nitmim OwneFS AsseeialiOfl-;-Cedar Glen Condominium Owners Association, 

Lake Area Waste Water Association, Inc., Missouri Water Association, Inc., and Public Water 

Supply Districl No. 5 of Camden County;-at1d--Greal Southem BaAI~ have been granted intervention 

in this case by the Commission. No applications to intervene were denied. 

It is Staff's position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 

Commission's issuance of a new CCN is in the public interest. OUOC's proposal to adopt the 

existing tariffs, rates and charges of OWC, 85 well 85 le adepl the e1<isliAg rates eharged-«I 

6l¾S{omers--iirRelleetieffi as described herein are-1Lreasonable. StatT recommends OUOC be 

authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer tariff 

currently in effect for OWC, flew water mid sewer tarilTsheels !er ReAeeliens prier 10 el~ 

those assets, and new blank tariff sheets lo replace the appropriate maps and service area 

descriptions for the inactive service areas discussed below. OUOC should provide notice to the 

Commission of closing on the assets of OWC aml ReAeet-iefls, and status reports as necessary 

describing the status of closing on the assets. Staff therefore recommends approval of the transfer 

of assets of OWC and ,-transfers of the relevant CCNs,ane issuance of a Rew CCl>l, with the 

conditions and actions as outlined herein: 

I. Issue a new CCl>l to-OY~F&¥ffle-wateH1ne sewer sen·iee for the 13re13osee R~eet-iens 

seniee area, with OYOC to begin- 1tf&¥idl»g-stteh sen·iee uoon-i!lesiru!---ef 

the assels: 

2. A1313ro•,1e rates of $25 13er meAlh !er water ser•,iee, ane $25 per mentli !er sewer sen•iee, 

u....AWQC,-aprmeable-te-ettstomeFS in lhe ReAeel-ions sen•iee area: 

3. Require OYOC to sub,~Fefm01e lariffsheets for waler ane sewer seP1iee, 85 a thirty 

(30) day filing, within ten (IQ) days after the effi!etiYe eate of a1313r0Yal of a CCl>I fer 

ReAeelions- by the Commission, to beee,ne- effeelh•e belere-GYOC closes en lhe 

ReAeotions' assets: 

+..!_,Authorize OWC lo sell and transfer utility assets to OUOC, and transfer the CCN's 

currently held by OWC lo OUOC upon closing on any oflhe respective systems; 
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~1,Upon closing on each of the OWC water and sewer systems, authorize OWC to cease 

providing service, and authorize OUOC to begin providing service; 

6,1,Require OUOC to file Tariff Adoption Notice tariff sheets for the corresponding water and 

sewer tariffs oft he regulated OWC systems within ten (I 0) days after closing on the owe 
assets; 

,14Upon closing on each of the water and sewer systems, authorize OUOC to provide service 

by applying, on an interim basis, the existing rates, rules and regulations as outlined in 

OW C's water tariff and sewer tariff, until the effective date of respective adoption notice 

tariff sheets, as recommended above; 

&-:i,Require OUOC to create and keep financial books and records for plant-in-service, 

revenues, and operating expenses (including invoices) in accordance with the NARUC 

Uniform System of Accounts; 

~ Require OUOC to, going forward, keep and make available for audit and review all 

invoices and documents pertaining to the capital costs of constructing and installing the 

water and sewer utility assets; 

-1-0-:], __ Approve depreciation rates for water and sewer utility plant accounts as described and 

shown herein; 

-1-hLRequire OUOC to distribute to all customers an informational brochure detailing the 

rights and responsibilities of the utility and its customers regarding its water service, 

consistent with the requirements of Commission Rule 4 CSR 240-13, within thirty (30) 

days after the effective date of approval ofa CCN by the Commission; 

~LRequire OUOC to, within ninety (90) days of the effective date of a Commission order 

approving OUOC's Application, complete repairs to resolve the bypassing of treatment at 

any wastewater treatment system; 

-hh!Q,__Resolve all issues regarding noncompliance with Missouri Department of Natural 

Resources (DNR) regulations for all water and sewer systems; 

-1+._1 _1._ Require OUOC to provide adequate training for the correct application of rates and 

rules to all customer service representatives, including those employed by contractors, prior 
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to the customers receiving their first bill from OUOC; 

~ll,_Require OUOC to provide to the Customer Experience Department Staff a sample of 

ten (10) billing statements of bills issued to OWC-and Relleetions customers within thirty 

(30) days of such billing; 

¼-:l.1_Require OUOC to file notice in this case once Staff's recommendations regarding 

customer communications and billing, listed above, have been completed; and 

-!+..!.!:_Require OUOC to file a rate case with the Commission no later than twenty-four (24) 

months after the effective date of an order approving OUOC's Application 

BACKGROUND OF owe AND REFLECTIONS 

OWC obtained a CCN in 1989 to operate as a water and sewer utility in Commission 

Case No. WM-89-73, which authorized a regulated utility named Oak Tres, Inc. to sell and transfer 

its assets to OWC. owe subsequently filed a number of cases seeking additional service areas. 

On December I 0, 2002, the Commission issued a Report and Order in 

Case No.WC-2003-0134, finding that Osage had been effectively abandoned by its owners, and that 

it was unable or unwilling to provide safe and adequate service to its customers. 

Since granting its original CCN, the Commission has granted OWC several additional CCNs as it 

acquired or constmcted additional water and sewer systems. At present, OWC provides water and 

sewer services to four active water and sewer service areas: Cedar Glen, Chelsea Rose, Cimarron 

Bay and HWY KK. The HWY KK water service area consists only of the 

Eagle Woods subdivision; the sewer service area includes both Eagle Woods and Golden Glade. 

OWC also has six inactive1 water service areas that Staff proposes to delete from the water tariff, 

described further herein. These inactive service territories are Osage Beach South, Osage Beach 

North, Sunrise Beach South, Sunrise Beach North, Shawnee Bend, and Parkview Bay. 

1 Reinstatement of these service areas may be possible in the future if OUOC files with an application with the 
Commission to serve these areas, including a plan to provide utility service. 
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At present, owe provides water service to approximately 402 customers and sewer service to 

approximately 420 customers in Camden County, Missouri, according to the Application. Due to 

certain decisions by company management, 2 failure to properly construct, and failure to properly 

maintain the water and sewer systems, there are several compliance issues that need to be 

addressed. Some facilities are operating without permits from DNR; at least one wastewater 

treatment system is in such a state of disrepair that wastewater is bypassing treatment processes. 

(Bypassing means that partially treated or untreated wastewater is released from the system, 

endangering public health and the environment.) Varying degrees ofimmediate repairs and longer 

tenn capital improvements are necessary among the systems. 

owe was placed into permanent receivership on October 21, 2005.3 More recently, O\VC filed 

for Chapter 11 bankruptcy and a bankruptcy trustee was appointed on October 26, 2017. 4 OWC's 

assets were liquidated by the bankruptcy trustee using a bidding procedure, with OUOC as the 

high bidder, resulting in this current case before the Commission. 

RefleetioAs, whieh is not o port ofOWC, is a FesideAti!M-€6RlflHtAity neoF Sumise Beaeh ill CameeA 

Cmrnty, MissouFi, with appFex imately 50 e11isting woteF aAd seweF eustomeFs. OUOC pFoposes 

to purolmso wateF and seweF assets owned by the ReAeetions Subdi•1isioll MasteF Assoeiatioll;-ffi(r.; 

the-Refleetiens-Condominium Ov,q1eFs AssoeiotioA, lne., oml GFeot Southern-Danie Tl1e dr-i-Hk-mg 

wolef-s)'Ste111 was not oonstruete4-iFH1eooroonee-with DNR Fequirements-and-is-e~ting without 

a pem1it. The wastewateF tFeat111ent system was impFOpeFly eonstRJeted, and is in a state of 

disFepaiF anel stFuetuFol fitiluFe. 

BACKGROUNDOFOUOe 

OUOC was formed for the purpose of purchasing and operating the OWC-aoo-ReAeetions systems. 

It is a wholly owned subsidiary of Central States Water Resources, Inc., which owns several other 

Commission approved utility companies in Missouri which are providing safe and adequate 

service, and otherwise being properly operated in compliance with the law. 

2 See the Report and Order in WC-2003-0134 
l Commission Case No. WC-2003-0134, and Circuil Court ofCamd<n Counly, origirully dock<ttd as c.., No. CVI02-96SCC. nowdock<ttd as 
Case No. 26V0I020096S. 

' Uni ltd Si,1,s Bankn,p«cy Cour1 for lhe w .. 1,m Districl of Missouri C<nlral Di>-ision, Cas< No. 17-42759-<lrdl I. 
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STAFF'S INVESTIGATION 

Water and Sewer Systems 

Staff from the Water and Sewer Department inspected the condition of each water and sewer 

system, including its performance and compliance with drinking water and environmental 

regulations. Staff perfom1ed inspections of OWC llftd ReAeetions water and sewer systems in 

Camden County on February 5, 2019. Staff also reviewed information from DNR's records, 

including operating permits, inspections, notices of violations, sampling results and 

correspondence with the owner/operator via formal sunshine requests and through the DNR 

website. 

This memorandum provides system descriptions, Staff observations, DNR regulatory status, and 

OUOC's proposed system improvements of each facility. Included in OUOC's proposed 

improvements are OUOC's cost estimates for the proposed improvements. Staff considers 

OUOC's proposals as conceptual, and OUOC's cost estimates as preliminary. Staff has included 

these proposals and cost estimates in this memorandum only to inform the Commission, and their 

inclusion is in no way an indication of Staff's support or adoption. Staff recommends that 

OUOe regularly update Staff on the design, construction, and startup of the improvements 

to the owe _-systems11nd-Re-Afffl9n-5ystems. 

In its review of the systems Staff found some conflicting or missing infonnation concerning DNR 

construction and operating pennits ancVor the ability for some existing wastewater systems to meet 

permitted eflluent limits. Staff recommends OUOe work with DNR to resolve all DNR 

drinking water and wastewater permit concerns. 

OWCSystems 

owe Cedar Glen Service Area 

Cedar Glen is a residential condominium community located in Camdenton, Camden County, 

Missouri. The Commission granted owe a CCN to provide water and sewer service to the Cedar 
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Glen service area on May 31, 1998, in Case No. WA-98-36. OWC is currently providing service 

through approximately 216 water connections and 216 sewer connections. 

Description of the OWC Cedar Glen Water System 

The water system consists of a well house, one well, one submersible well pump, a master meter, 

a 35,000 gallon hydro-pneumatic pressure tank, piping and valves, and three unused 250-gallon 

bladder tanks. There is no treatment and no disinfection of the water. The source of water is a 

single well, Well #1, that was drilled in 1997 to a depth of665 feet with six-inch casing to a depth 

of 465 feet. The well is equipped with a 125 gallon per minute submersible pump set at a depth 

of296 feet. 

OWC's Cedar Glen permit to dispense water to the public was last issued by DNR on August 23, 

2013. The DNR Public Water Supply Identification (PWSID) is M03071205. DNR conducted 

an inspection of the Cedar Glen water system on August 24, 2017. At that time, Cedar Glen was 

found to be in compliance with the Safe Drinking Water Law. 

Staff observed caked dirt, algae, and mold on the exterior of the 35,000-gallon hydro-pneumatic 

tank. The well house has rotten framing and siding. Wiring and electrical panels are exposed and 

in some places, wiring is hanging or simply stapled to the walls. The submersible well pump 

pumps water directly to the 35,000 gallon hydropneumatic tank. 

Proposed Improvements to the OWC Cedar Glen Water System 

OUOC's proposed improvements for the water system include: installing a remote monitoring unit 

and magnetic flow meter, repairing the building, installing electrical wiring in conduit to eliminate 

electrical hazards, converting the hydro-pneumatic storage tank to ground storage with variable 

speed elec!r!c high service pmnp.'- (to increase storage capacity), power washing and cleaning the 

hydro-pneumatic tank, installing at least two flushing hydrants and at least five system valves in 

the distribution system, replacing all existing meters with remote shutoff meters, and installing 

new meters in units that are not presently metered. OUOC estimates the cost of these proposed 

improvements to be $377,750. 
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Description of the OWC Cedar Glen Sewer System 

The sewer system consists of a gravity collection system, lift station, recirculating sand filter 

treatment facility with a central septic tank, in-ground sand filter, chlorination and dechlorination. 

Sludge from the septic tank is periodically removed and disposed off-site by a licensed contracl 

sludge hauler. The system has a design capacity of approximately 25,728 gallons per day (gpd) 

and an actual flow of approximately 6,600 gpd. s The collection system is composed mostly of 

PVC pipe. 

The OWC Cedar Glen wastewater treatment facility's Missouri State Operating Pennit MO-

0120936 was lasl issued by DNR on June I, 2016, and expires on June 30, 2019. Based upon a 

letter to DNR dated June 8, 2018, from lhe contract operator for the system, Lake of the Ozarks 

Water & Sewer,, the currenl treatment plant will meet the ammonia limits and no new construction 

will be needed. A DNR sewer inspection report notes no unsatisfactory conditions. 

On September I, 2019 DNR lerminalcd Cedar Glen's Operating Permil MO-01 20936. The syslem 

is now operaling under Missouri State Onerating Permil MOGD00442. 

Staff observed that the sand filter consists of four beds, with surface signs such as staining, and 

rotten timbers on the northeast bed, possibly indicating integrity issues and some failed piping. 

Two of the eight filter pumps are non-operable. Further, OUOC informed Staff that the pumps at 

the lift stations have had difficuhy handling large seasonal flows in the summer. 

Proposed Improvements to the OWC Cedar Glen Sewer System 

OUOC proposes to repair treatment piping as needed, replace the two inoperable filter pumps, 

clear lrees from around the facility, install a moving bed bio-reactor (MBBR) as an additional 

component of treatment, add additional slorage volume at each lift slation, and replace the lift 

slation pumps with newer, higher capacity unils. OUOC estimales these proposed improvements 

cost approximately $281 ,950. 

Staff notes that the MBBR lhat OUOC proposes for additional trealmcnt would primarily be used 

s Volume estimate-0 in the DNR Operating Pem1it. 
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for additional ammonia removal. This proposal is inconsistent with statements made by the current 

operators of the system, Lake of the Ozarks Water and Sewer, in the July 8, 2018 letternoted above 

that the system meets effluent limitations without further upgrades. Staff understands that 

OUOC's proposal is preliminary, but further details and justification will be necessary ifOUOC 

seeks inclusion of an MBBR upgrade in rates during the next rate case. 

O\VC Chelsea Rose Service Area 

Chelsea Rose is a residential subdivision, located in Sunrise Beach, Camden County, Missouri. 

The Commission granted OWC a CCN to provide water and sewer service to Chelsea Rose on 

October 2, 1992, in Case No. WA-92-141. OWC is currently providing service through 

approximately 42 water connections and 38 sewer connections. 

Description of the OWC Chelsea Rose Water System 

The water system consists of a well house, one well that is in service (Well #2), one submersible 

well pump producing 60 gallons per minute (gpm), a master meter and a 250-gallon bladder tank 

to maintain pressure on the system. According to DNR, Well #2 was drilled in 1999 to a depth of 

820 feet with six-inch steel casing to a depth of 550 feet. The well is equipped with a IO

horsepower 60 gpm submersible pump set at a depth of 399 feet. There is no treatment or 

disinfection of the water. There is another well, Well #1, along with some piping that is no longer 

connected to the water system. Well # I has not been properly "abandoned" and closed per DNR 

regulations. 

The system has operated without a permit to dispense water to the public for approximately IO 

years, because the system was not constructed according to DNR approved plans and 

specifications. However, to facilitate the sale of OWC, on May 30, 2018, after the most recent 

DNR inspection, DNR issued a permit to dispense water to the public. The DNR PWSID number 

for the system is No. M03031244. 

On April 2, 2018, DNR personnel performed an inspection of the Chelsea Rose water system, and 

On April 19, 2018, DNR issued a reJX>rt with violations that are summarized below: 



MO PSC Case No. WA-2019..0185 
Official Case File Memorandum 
May 24, 2019- Page 10 of26 Pages 

l, The Chelsea Rose water system, did not at the time have a Permit to Dispense Water to 

the Public as required by Safe Drinking Water Regulation IO CSR 60-3.0I0(2)(A). This 

system was referred to the Public Drinking Water Branch for enforcement previously; the 

ownership and receivership situation has hindered the issue. 

Once the ownership issues have been resolved, the new owner must complete and submit 

a new application for a pennit to dispense and submit it with all required documentation, 

including a deed to the well property, to Missouri Department of Natural Resources. 

2. The previous owners of the Chelsea Rose water system failed to construct the water 

system in accordance with approved plans and specifications in violation of Safe 

Drinking Water Regulation IO CSR 60-10.0!0(4). The new owners will submit two 

copies each of engineering report, plans, and specifications along with an application for 

a new or revised construction permit to the Missouri Department of Natural Resources. 

Staff observed that the well house roof and siding has deteriorated, and inside the well house there 

is exposed wiring. The 250-gallon bladder tank does not meet the DNR recommendation to 

provide 2,730 gallons of hydro-pneumatic storage. In general, the water system is substandard and 

was not constructed according to DNR approved plans and specifications. 

Proposed Improvements to the OWC Chelsea Rose Water System 

OUOC proposes to repair the functioning well house and wiring, install magnetic flow meter and 

remote monitoring, install a 3,000-gallon hydro-pneumatic tank, properly close the unused well, 

demolish the derelict well house and install three flush hydrants and valving in the distribution 

system. OUOC estimates the cost of these repairs at $143,100. However, Staff notes that OWC 

replaced the master water meter sometime after the DNR inspection on April i5, 2015, and ii may 

not require replacement, as it may be suitable for continued service. 

Description of the O\VC Chelsea Rose Sewer System 
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The wastewater is treated by an extended aeration plant consisting of two aeration chambers, one 

clarifier, one aerobic sludge digester, and chlorination and dechlorination equipment. 

Chelsea Rose has a current DNR-issued Missouri State Operating Pennit. On May 25, 2017, 

pennit No. MO-0111104, was tenninated by DNR and replaced with general operating pennit No. 

MO-OD00275. The statement on page 4 of OUOC's Application that the Chelsea Rose sewer 

system does not appear to have an active permit to operate is inconsistent with Staff's investigation 

indicating the system does have a general operating permit. 

DNR provided no inspection reports in response to Staff's sunshine request. From October 

through December, 2014, the Chelsea Rose sewer system exceeded its effluent limitations for 

ammonia. 

Staff observed that the access road to the system is washed out and there is significant water 

erosion around the system. The system is located in a wooded area, and there is a floating mat of 

fallen leaves and excessive sludge in the clarifier and aeration basins. There is evidence that sludge 

has overflowed the system. The treatment system is in a general state of disrepair. The plant 

effluent pipe is broken, so the effluent does not reach the permitted discharge site, and the effiuent 

is causing further erosion around the system. 

Proposed Improvements to the Chelsea Rose Sewer System 

OUOC proposes to regrade the access road, remove vegetation around the system, install a cover 

over the plant to prevent leaves from falling in (thus reducing additional organic load on the 

treatment system), convert the system to an integrated fixed film activated sludge (IFAS) system 

with flow equalization, and install a sludge pump and waste line along the access road to pump 

sludge to a paved road for offsitc disposal. OUOC estimates a cost of $336,175 for the proposed 

repairs and upgrades. 

OWC Cimarron Bay Service Area 

The service area includes Cimarron Bay, a residential townhome subdivision, and Harbour Bay, a 

condominium community, located in Camden County, Missouri. These two developments are 
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served by one water system and one wastewater treatment system. Collectively, Cimarron Bay 

and Harbour Bay are referred to as the "Cimarron Bay" service area. The Commission granted 

owe a CCN to provide water and sewer service in this service area on March 5, J 998, in Case 

No. WA-97-110. OWC is currently providing service through I IO residential water and 110 

residential wastewater connections. 

Description of the OWC Cimarron Bay Water System 

The water system consists of a well house, one well (Well #I), one submersible well pump, a 

master meter, a 35,000 gallon hydro-pneumatic pressure tank and a 119-gallon bladder tank. 

According to DNR, Well #I is a state-approved well that was drilled in 1995 to a depth of 620 feet 

with six-inch casing to a depth of 450 feet. The submersible pump is set at 252 feet and is rated at 

50 gpm. There is no treatment or disinfection of the water. 

On August 23, 2013, owe received from DNR a permit to dispense water to the public, permit 

No. MO 3031290. The most recent DNR inspection of the water system was on November 20, 

2017. At that time, the Cimarron Bay water system was in compliance with the Missouri Safe 

Drinking Water Regulations. 

Staff observed that the well house has rotten siding and fascia boards, and the interior shows some 

water damage. Some of the equipment power is supplied through extension cords stapled to the 

well house wall. 

Proposed Improvements to the OWC Cimarron Bay Water System 

OUOC is proposing to repair and expand the well house, install a high service pump and convert 

the hydro-pneumatic tank to ground storage, install a magnetic flow meter and remote monitoring 

at the ".Ve!! house1 and to install three flush hydrants. remote shutoff meters, and additional 

distribution system valves. The estimated cost for these proposed improvements is $238,863. 

Description of the O\VC Cimarron Bay Sewer System 

The Cimarron Bay sewer system provides sewer service to approximately 110 customers. The 
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sewer system consists of a recirculating sand filter facility with a central septic tank, chlorination 

and dechlorination. Sludge from the septic tank is periodically removed and disposed off-site by 

a licensed contract sludge hauler. The collection system is composed mostly of PVC pipe. The 

waste water is delivered by gravity to a lift station which pumps the wastewater to the treatment 

facility. 

Staff observed that the sand filter consists of three in-ground beds, although only two of the beds 

are in use. The visible portion of the walls of the sand filter are constructed of plywood, which has 

partially rotted away leaving exposed piping. Some of the wastewater flows through the walls of 

the filter, resulting in partially treated wastewater bypassing the chlorination/dechlorination 

treatment step. Although unusual for a recirculating sand filter, Staff was informed by OUOC that 

the system had difficulty meeting its eflluent limits in the winter due to reduced flows from 

seasonal fluctuations. 

On May 7, 2015, Lake of the Ozarks Water and Sewer Company, the contract operator of the 

Cimarron Bay wastewater treatment system, sent a letter to DNR stating that the Cimarron Bay 

treatment system was able to meet final effluent limits for ammonia, and no further construction 

for the treatment of ammonia was needed. On June 14, 2017, the Cimarron Bay Missouri State 

Operating Permit, No. MO-0110921, was terminated by DNR and replaced with general permit 

No. MO-OD00297. Therefore, the statement on page 5 of OUOC's application that the system 

does not appear to have an active permit to operate is inconsistent with Staff's investigation 

indicating that the system does have a general operating pennit. 

DNR did not provide Staff with information relating to inspections of the Cimarron Bay 

wastewater system. 

Proposed Improvements to the O\VC Cimarron Bay Sewer System 

OUOC proposes to abandon the sand filter facility, and convert the septic tank to an extended 

aeration facility supplemented by a new MBBR. OUOC also proposed installing remote 

monitoring at the lift stations. 



MO PSC Case No. WA-2019-0185 
Official Case File Memorandum 
May 24, 2019- Page 14 or26 Pages 

OWC Service Area KK - Eagle Woods (Water and Sewer) and Golden Glade (Sewer 

Only) 

Golden Glade is a residential development located in Camden County, Missouri. The Commission 

granted OWC a CCN to provide sewer service to Golden Glade on October 14, 1999, in Case 

No. SA-99-268. Eagle Woods Subdivision (Eagle Woods) is an adjacent residential development. 

The Commission granted OWC a CCN to provide both water and sewer service to Eagle Woods 

on February IO, 2000, in Case No. WA-99-437. The water and sewer systems in this service area 

are the subject of currently-pending formal complaints; Case Nos. WC-2014-02 I 5 and SC-2014-

0214. 

The formal complaints were filed by Summit Investments, LLC (Summit), the developer ofEagle 

Woods, against OWC on January 30, 2014. These formal complaints are related to a case in the 

Circuit Court of Camden County between Summit and OWC, Case No. 11 CM-CC00I I 3. In these 

complaints, Summit alleges that owe has failed and refused on repeated occasions to provide 

adequate water supply and sewage treatment capacity for water and sewer service to lots within 

its certificated service area as the developer contracted for with owe, thereby preventing Summit 

from developing and selling those lots. 

In 1998, Summit began constructing Eagle Woods. The development of Eagle Woods was to occur 

through four phases. O\VC, for the sum of $30,000, contracted to provide water and sewer 

service to Eagle Woods through all phases of construction. In accordance with the contract, 

Summit conveyed to OWC its ownership in all infrastructure, water well, pump and storage plant 

and equipment, real estate and associated easements, and all permits in its name for all the facilities 

supplying sewer and water services to Eagle Woods. 

OWC only partially completed the phased expansions of the water and sewer systems that 

served lots in hoth the Golden Glade and Eagle Woods subdivisions. owe currently provides 

wastewater service to 23 Golden Glade lots and 33 Eagle Woods customers. However, because of 

the incomplete utility expansions, Summit has approximately 25 remaining lots in Eagle Woods 

that cannot be sold because new homes on those lots are not allowed to be connected to 

the water and sewer systems due to the lack of capacity. 
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In addition to the abandonment finding by the Commission in Case No. WC-2003-0134 , the 

Commission issued a Report and Order on October 22, 2015, in the Summit formal complaint 

cases directing certain additional steps, which were not completed. On July 6, 2017, OWC filed a 

status report noting that it was in receivership and that it did not have the funding to make the 

necessary improvements. Per Staff Data Request No. 0019, once OUOC takes possession of the 

facilities, and completes the planned system improvements, both the water and wastewater 

treatment systems will be able to provide service to the additional 25 lots. 

Description of the KK - Eagle Woods Water System 

The water service area consists of the Eagle Woods subdivision, currently with 33 homes 

connected to the owe water system. Golden Glade is not connected to the owe water system 

and is not in OWC's service territory for the provision of water. The Eagle Woods water system 

consists of a single well, for which the production capacity is stated in OW C's annual report 

as 25 gpm; however, Staff was unable to verify production in the field. Because the well serving 

Eagle Woods was constructed as a 'non-community' well, it does not meet DNR construction 

standards for a public water supply. The well, therefore, does not have a permit to dispense 

water, and does not meet approval requirements by DNR for use with a public water supply; 

however, DNR is aware that it is being used as a temporary measure. The water system also 

utilizes two steel ground storage tanks of9,000 gallons storage volume, two high-service pumps, 

two 175-gallon bladder tanks to maintain pressure, chlorine disinfection, and a master meter that 

measures water pumped into the distribution system from the storage tanks. The distribution 

system is reportedly two-inch (2") PVC, with meters for each customer. 

The well house is small for the amount of piping and equipment it stores. In the well house, 

Staff observed exposed and corroded wiring, corroded piping and fittings and other corrosion 

caused by chlorine being stored in the well house. The outside ground storage tanks a.re caked 

with dirt and mold. 

DNR Water Permit and Inspections of the KK- Eagle Woods Water System 

Although the water system has a DNR-issucd Public Water Supply Identification number, DNR 
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did not provide Staff with information regarding a permit to dispense water, or any DNR 

inspections of the water supply. 

Proposed Improvements to the KK ~ Eagle \Voods \Vater System 

OUOe proposes to pressure wash and clean the ground storage tanks, repair the well house and 

electrical, and to install remote monitoring, a magnetic flow meter and variable frequency drive 

(VFD) booster pumps to improve pressure control and meet DNR recommendations. The hydro

pneumatic tanks would be decommissioned. OUOC estimates these proposed improvements to 

cost approximately $123,300. 

OWC KK- Eagle Woods and Golden Glade Sewer Service Area 

The sewer service area consists of both the Eagle \Voods subdivision, currently with 33 customers, 

and the Golden Glade subdivision, currently with 23 customers, for a total of 56 owe sewer 

customers. The treatment facility in use, known as the Highway KK facility, is a recirculating 

sand filter type facility presently with permit design flow capacity of 13,875 gpd. The sand filter 

consists of two concrete walled beds. The collection system is what is sometimes called a 

"small diameter collecting sewer system." Sewage discharge from customers' homes first flows 

to multi-home septic tanks that are maintained by owe, which provides partial treatment and 

retains solids. Then the septic tank effiucnt flows by gravity through smaller pipes than those 

used by conventional gravity sewers to the treatment facility, Since the hilly terrain in the Eagle 

Woods portion of the service area necessitates pumping, owe utilizes three lift stations. 

Staff observed that the road to the system is washed out. The site is covered with discarded pipes, 

pumps, and trash from repairs and maintenance. Staff observed large cracks and signs ofleakage 

on the sand filter's wall. Both beds have broken distribution piping. Some inlet piping is not fully 

connected and there is surface soil staining around this piping. Pipe supports arc makeshift posts 

with rope ties. The chlorination chambers appear makeshift and of temporary construction. The 

chambers are choked with algae and plant growth. 

In an undated letter in 2018, the Hwy KK operating permit, No. MO-0113170, was terminated by 
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DNR and replaced with general permit No. MO-OD00340. The statement on page 8 ofOUOC's 

application that the system does not appear to have an active permit to operate is inconsistent with 

Staff's investigation indicating that the system does have a general operating permit. 

In a letter dated November 4, 2014, DNR infom1ed OWC that the treatment system exceeded the 

discharge limit for E.coli on June 10, 2014. In a letter dated May 7, 2015, Lake of the Ozarks 

Water and Sewer Company stated that the wastewater treatment plant was able to meet new 

proposed effluent limits for ammonia, and therefore no improvements were necessary. However, 

Staff notes that in a letter dated June 21, 2016, DNR informed OWC that the treatment system 

exceeded the limit for ammonia for the January to March 2016 monitoring period. 

Staff notes that the treatment system failed to meet ammonia effluent limits about a year after Lake 

of the Ozarks Water and Sewer Company notified DNR that the treatment system could meet the 

ammonia effluent limits. Therefore, improvements to the treatment system may be necessary. 

Proposed Improvements to the OWC KK - Eagle Woods and Golden Glade Sewer 

System 

OUOC proposes to: complete a smoke test of the collecting sewers; install manholes; upgrade one 

of the lift stations; regrade the access road and the site to improve access and reduce infiltration 

and inflow of storm water into the filter beds; replace and repair piping; install a moving bed 

biorcactor for additional treatment; replace the chlorination and dechlorination contact chambers; 

and remove trash and debris from the site. OUOC estimates a cost of$303, 175 for the repairs and 

upgrades. 

.R-ef!1Wtions-£ondomirttu-ms 

Refleaions, wlliell is not a part ofOWC, is a resiElenlial eernnrnnily near Sunrise Beaell in CarnElen 

Ceunly, Misseuri, with approidrnalely 50 e1dsli11g waler anEl sewer euslerners. OUOC preposes 

t&p1:1rel-l05e-WateF-OREl sewer assets owneEl by 1he-Refleel-ions-St10Eli-Y-tsiott--Masler ASS$HIHOR;--ffl&.;

the ReAeotions ConEleminimn Owners AssoeiaHOl+.-ffle .. anEl Gree! Seulllern Bani.-: 
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Oeseript ian af the Refleet ians Can4&m-mi11nci Weter S'islem 

The water system eonsists of one ,,.,.ell house, one well, one sulmiersible well pump, masler meter, 

Sehedule <I06-PVC piping that does not meet Di>lR requiremeRts,a11d se•.'en 11 9 eallon hladder 

tanks. There is no treatment of the v,•ater. There are no e11stomer meters. The system was not 

eonstF11eted p11FS11ant to DNR appro·,·ed eonstr11etion plans a11d is operating witho11t a 13ermiHe 

d-ispeflse--water. The system was referred to the P11blie Drinking Water-Bfaooh-f9f-6flforeeme11!--en 

Oetober 7, 2009. The system hes the Di>IR publ-ie--water system ID# MO307 I 337. 

Aeeording te the Di>IR High Yield a11d P11blie Well Reeerd and Pump lnl-Ormation Data Report· .._[ F_orm_ a_tt_ed_ :_Ju_sti_·fled __________ _ 

#.A.072734-fDN-R--Referenee No. 002590 I), the well is a deep well fur ~tte-Water-stipp~ 

The well hes a pmnp rate ef 125 gpm and a well yield of 193 gpm. 

The nciost reeent DNR inspection was eondue!ed on Awmst Q. 2017. whieh ARI\' RAled Aneralin!! 

withoot a permit-a-s--a--oo1nplia11ee-i5Stl~ 

~obser-.'ed that-euts-iE!e; !he well hm1se-simng a11d roo l111g is in need of repair or replaeemellh 

Inside Staff observed 2 i11oh, 3 i11eh and 11 ineh Sehed11le 40 PVC piping and ·,•ah•i11g that does not 

meet Di>IR req11irements. The 1flai11 waterline hes an e*posed, above gro11nd seelion of piping, 

s11spended o,•er a reek bl11A~ with some i11s11lation lmt no heat traei11g. WithoHt a11 acti·,·e heat 

seHree. sueh as heat traeine. aboYe ero11nd. i11sulated wateF-eiees can freei!e. 

Propesed lmpro'iemenls to Urn Refleetions Condominium Weter S¥stem 

OUOC proposes to install perimeter fencing around the wel l lwuse a11d repair the well house 

exterior, i11sta ll remote monitoring, i11stall electric-al eonduit, insulate eKposed piping, a11d iAstall 

remote shHt off meters. OUOC estimates these nronosecl i,nnro\•emenls IA costs; 165.213. 

Oesfftntion of the Refleeti ens Condmt~ 

The colleelio11 system hes a graYily sewer line from thr~di11gs to two p11mp stalio11s. The 

t3ITT11ps stetio11s e0A\'ey sewage le !he lrealmenl plant-,........WA--mAMARn<> is i,~slAllecl Al the numn 

6-12¥G-pipe-wrnes-in-diA~ult!S;-WitlH\-highef-Aumbef..ind~linttfealeHhielitlt'S5-ilRG-theref~leic 
JlA)·sieal integrity. A miniml!RHllielmess--is-semetimes requireEl-ey-f)N-R-lo-ensur~ural>ilit-y, 
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stations. The tFeatment faei lity is a seFies of i11leFeo1111eeted, 000•10 grn~md, pouFed i~ 

coneFete easins, consisting of flow equ11l i2t1tion, e*tended aemtion, el11Fifie11tion, ehloFination, and 

sloog&-holding. The system has a design flow eapaeity of 56,95() gpd. Sludge is disposed ey 

conlrncl hauleF. Discharge fFom this faei lit~· flows into Lake of the Oz.".:ks. The faci lity has 11 

DNR design popul-at-iorttttuwaletit-e~ 

• - ( Formatted: Justified 

The Opemli11g PeFmil, No. MO ()126438, e*piFed on DeeemeeF 26, 20()9. Dl>IR FCeei,•ed an 

appliealion foF Fenewal; howe,·eF, Dl>IR denied the aeoliealion 011d reh1med it lo the sendeF 011 

Janoorv 9. 2Cll2. 

Tlie 1flost Fecent Dl>IR complia11ee inspeelion of Reflection's wastewater IFealmenl system 

oeeurred on June 29, 2()16. Al that time the system was fou11d lo Ile ou~mplianee foF the 

foUow-i-ng--feasolllr.--fflmtrtHo Fenew permit; failure-te-sttbffiit-A.flttual-Sludge Report; m~ttg 

DisehaFge MoniloFing Reports; fa ilure to prm·ide flow measurement; eaused pollution of Lake of 

the O;,,iuks: and failuFe lo maintain a valid eontinuing authoritv. 

Staff obsen·ed numerous eraeks around the eeralion Ilasin. The eesl faeing wall of the aeration• 

Ilasin is eoy,•ing outwaFd and numernus eFaeks were oesen·ed along the wall. On the northeast and 

southeast eorneFS of the aeFation basin theFe aFe pieees o~Aefel&.missing with laFge vertieal and 

hofiwntal eraeks FURning the length of the wall. Meny of these eraeks show signs of leekage. 

Waslewater-is-leak-iflg-frem--the--aemt-ion easiR where-the-o-YeFflow-pipe e*its 11ie--bas-in!s-walh-Staff 

ffi-€oneerned that the strnelural integFity of the system has been compromised. The wooden stairs 

and erosswalks aFe FOlliRI?. and unstable. The elower euildinl?. has a flh·wood e1,1erior that is FotteH 

and-eela1fl-iflat-iflg; 

-P-r-o-posed--1-mprowments-t-0 the Refleetfons-f;ondom-iAiitm-S~l'-S~ em 

OUOC proposes to repair eoneFele walls, install struetural supports, replaee deeldng maleFial, 

1JtStal-i-stfuettt~Focess eonlfOl-stee-1-wal-ffi-..ttH.he-aeretion, in sla II remo~on i lo ring al I he 

wastewater systeni, and-ittstal-1 rnmote monito ring al eaeh pwll~OA-:--OUOC estimates lhe eosl 

of lliese DfOBOSed imBFO¥emenls al $310.800. 

- • Formatted: Widow/ Orphan conlJol, Don't adjust space 
between Latin and Asian tel<!, Don't adjust space between 
Asian tel<! and noo1bers 

1 Formatted: Justified 

( Formatted: Justified, Indent: First line: o· 
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Technical. Managerial, and Financial Capacity and Tartan Energy Criteria 

In investigating most situations involving transfers of assets, or new CCNs involving regulated 

water and/or sewer systems, Staff utilizes the concepts of technical, managerial and financial 

capacity (TMF), originally developed by the United States Environmental Protection Agency 

(EPA). Staff has reviewed and stated its position on TMF regarding each ofOUOC's affiliates in 

previous CCN and transfer of assets cases before the Commission. Staffs position on TMF 

remains positive regarding those affiliates, and similarly takes the position that OUOC has 

adequate TMF capability. 

When considering a request for a new CCN, the Commission applies criteria originally developed 

in a CCN case filed by the Tartan Energy Company and referred to now as the "Tartan criteria." 

The Tartan criteria contemplate I) need for service; 2) the utility's qualifications; 3) the utility's 

financial ability; 4) the feasibility of the proposal; and, 5) promotion of the public interest. For its 

reviews, Staff also considers whether or not other utility entities are available to provide similar 

service. Staff has studied these points as they relate to the situations and abilities involving new 

CCNs and several transfer cases pertaining to OUOC's affiliates, which the Commission has 

approved. 1<11rther, as relaled ta this speoifio CGN request fer OUOG's prnpased ReAeetiaAs 

seniee area, StafT takes the JlOSit ian that it is A!asible for OUOC ta aperate aAd maAage its water 

and sewer oJ}efruions, and it is iA the attblte--iflterest-fOF--tt----1&-d~ 

Staff is of the opinion that the criteria regarding TMF and the Tartan Energy criteria are all met. 

Inactive Service Areas 

In the course of filing its several CCN cases, OWC was granted authorization to provide water 

service by the Commission in some service areas in which either OWC never began providing 

service, or ceased providing service because-the City of Osage Beach is now providing service to 

the involved customers. OUOC indicated verbally to Staff that it has no plans to provide service 

in these service areas. Staff thus recommends OUOC voluntarily delete the following service areas 

from the OWC water tariff and ask the Commission to recognize de-certification of these areas: 
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• Osage Beach South (aka Pizza Hut or Mariner's Cove, along and off of old U.S. Highway 

54) - water tariff Sheet Nos. 3A (map) and 4A (description). This was OWC's original 

service area granted in Case No. WM-89-73. The original sewer service area was 

previously deleted from OWC's sewer tariff after the City of Osage Beach assumed 

providing sewer service to customers sometime in the late 1990s using its own sewer 

system, and after OWC abandoned its sewer system. Within the past few years, the water 

service area and the water distribution system were both physically severed by construction 

of the re-routed U.S. Highway 54, the City of Osage Beach began serving the remaining 

customers using its water system, and OWC abandoned its water system assets. OUOC 

has no plans to provide any water service in this area. 

• Osage Beach North (Shoney's well and Consumers Market well, along and off of old U.S. 

Highway 54))-water Sheet Nos. 3B (map) and 4A description. CCN in Case No. WA-

94-132. Osage Beach took over providing water service to the OWC customers in this area 

using its water system, and OWC abandoned its water system assets. OUOC has no plans 

to provide any water service in this area. 

• Sunrise Beach North (commercial properties along Missouri Highway 5) - water Sheet 

Nos. 3C (map) and 4A (description). CCN in Case No. WA-92-141. OWC never 

constructed or acquired water system assets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Sunrise Beach South (commercial properties along Missouri Highway 5) - water Sheet 

Nos. 3D (map) and 4A (description). CCN in Case No. WA-92-141. OWC never 

constructed or acquired water system assets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Shawnee Bend (Chimney Point area off of Missouri Highway MM)-water Sheet Nos. 3F 

(map) and 4B (description). CCN in Case No. WA-92-141. OWC never constructed or 
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acquired water system assets in this area, never began providing service to any customers 

in this area, and OUOC has no plans to begin providing water service in this area. 

• Park view Bay (Park view Bay development off of old U.S. Highway 54) - water Sheet No. 

31 (map) and 4B (description). CCN in Case No. W A-98-236. Although OWC began steps 

to acquire an existing water system in this area and in fact had acquired a well that is no 

longer in service today, the City of Osage Beach ultimately began providing water service 

in this area using its water system and still does so today. OUOC has no plans to begin 

providing water service in this area. 

Rate Base 

In regard to rate base valuation of the OUOC properties, Staff reviewed information provided by 

OUOC in response to Staff's data requests, its Application (including attached sale agreement 

documents), OUOC's work papers, as well as the effective tariffs and annual reports ofOWC. 

Staff is proposing that the net book value as of December 31, 2018, be used to determine the rate 

base in this case for owe. Staff conducted a review of plant in service, depreciation reserve, 

Contributions in Aid of Construction ("CIAC"), CIAC amortization and other rate base items 

during its investigation in order to determine OWC's rate base as related to this case. Staff's 

starting point for determining rate base in this case was to analyze the actual rate base used in 

OWC's most recent rate case (Case Nos. WR-2009-0149 and SR-2009-0152), and then, using 

OWC's subsequent annual reports submitted to the Commission, to update the plant in service, 

depreciation reserve, CIAC and etAe amortization values to December 3 I, 2018. The net book 

value of assets proposed to be purchased from owe by OUOC as of December 31, 2018, as 

detem1ined by StafT, is approximately $341 ,508. 

Since ReAeotiens was aa unregulated waler ood sewer syslem, Slaff is prepesing ll~at the amount 

~ed by OUOC in its Asset Valuation Report as ef December 3 1, 2018, be eensidered the net 

book value. Aecerdingly, the depreciated 't'alue ef the Refiectiens water end sewer assets as of 

Deeemher 31. 201 l! is $313.4'10.·+ 

'-Rale base fer~~ons as de1em1it1ed by Sia IT fert11is ease is fer-iAH)fftJali-lY;-ilfl(H'efleels 
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Depreciation 

The Engineering Analysis Department performed a review of the depreciation rates for water and 

sewer utility assets, plant-in-service, and the accumulated depreciation reserves for owe. The 

Auditing Department used these depreciation rates in calculating the recommended rate base 

discussed above. 

Staff recommends that OUOe maintain the existing depreciation rates for the plant accounts that 

were previously ordered by the Commission for owe. 

The depreciation rates are included with this memorandum as Attachment I applying to water 

assets, and as Attachment I applying to sewer assets. Staff intends to review the depreciation 

schedules again when OUOC files for its first rate case. 

Request For Acquisition Incentives 

Pursuant to Sections 386.040, 386.250, and 393.140, RSMo and Commission Rule 4 CSR 240-

10.085(2), OUOC requested a rate of return premium and a debit acquisition adjustment in 

conjunction with its acquisition of the Osage and RefleelioRS-systems. Due to owe being 

purchased out of bankruptcy court and presently being in receivership, Staff recommends OUOe 

be granted a debit acquisition premium~ based en the-v11rol-lase-priee ef!*$800.00I ** I-Or OWC 

Staff recommends that the acquisition premium be calculated based off the di llerence between the 

initial oiler made by OUOC (through its parent CSWR) to acquire the Osage systems in the 

bankruptcy proceeding. OUOC was determined by the Trustee to be the Stalking Horse Purchaser. 

Through that arrangement. OUOC and the Trustee came to an agreement for OUOC to purchase 

the Osage systems for $465,000. Staff's opinion is that that amount reflects a better representation 

ofOUOC's valuation of the assets and thus should be the basis for the acquisition premium. The 

actual purchase price. based on the auction conducted by the Trustee, may include a valuation by 

OUOC of the additional economic value of establishing a presence in the Lake of the Ozarks area 

and thus should not be included in the acquisition premium calculation for the Osage assets.and 

Refleeliens eeml:Jined. The diflerence between the above initial agreed upon purchase price and 

OR!y-S~Ration based on its FO>Jiew of this case. Rate-base-4elermiRBliOR-+S-Wl}jeGHIHlhaRge based on 
positions of~hef-parties-eF-by-addi¼iORaHflfoFfllll¼ion-nm-awl-ilable--during Stall's re\•iew ef.ilii5-Ea56c 

C 

( Formatted: Hot Highlight 
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the rate base values for OWC anti ReAeelions discussed above as of December 31, 2018, results 

in an acquisition premium of.**$~ 123,492° . The estimated annual increase to revenue - (~F_onn_ a_tt_ed_ :_Not __ Hlgh=--llg=--h_t ________ _ 

requirement associated with the acquisition premium is approximately $~ 17,516. Staff does 

not recommend a rate of return premium be granted. 8 If the Commission approves the acquisition 

premium, Staff recommends the Commission order OUOC to file a rate case no later than twenty-

four (24) months afier the effective date of an order approving OUOC's Application. 

Rate and Tariff Matters 

In its Application, OUOC states that it proposes to adopt existing tariff mies and rates for all of 

the OWC systems. 

Staff recommends that the Commission order OUOC file Tariff Adoption Notice tariff sheets for 

OWC's existing water tariff and sewer tariff within ten ( I 0) days after closing on the OWC assets, 

and that the Commission authorize OUOC to provide water and sewer service by the tenns of 

OWC's tariffs on an interim basis until the effective date of such Adoption Notices. As noted 

above, Staff recommends voluntary deletion of certain O\VC service areas. 

F&F-Refleet-ioHS,--Ol:JGG-proposes iA its Applieatioo-te----ttle-wateHtAtl sewer tariffs siAli lar le-the 

sample tariff templates that Staff has ereatetl, anti atlof)t the exisliAg ReAeetions rates of$251month 

for water aAtl $25/monlh for sewer. I lowever, as a simf)ler allemath•e, Staff reeommeAtls OUOC 

ineorporate ReAeelions into the OWC water antl sewer tariffs to be atlof)tetl by OUOC. As sueh, 

StaffreeommeAtls the Co,nmission ortler OUOC subAlil new original water tariA"sheels aAd sewer 

tari t:r sheets addi Ag the ReAeeli9!¥.Hegal tleserif)tieA, service area map,-ffites, aAd service clrnrge 

sheet lo the former O\1/C laFH+WilhiA tell ( I 0) eays after the e-Aecth•e eale ofa Commtss-ioA-Ortlef 

granliAg a COJ lo OUOC for Reflections. These tarifTsheels must beconle effective OR or befere 

the tlate OUOC eloses OR the assets. with exf)eeitetl af)f)roval ifAeeessar-y-, 

Publicity and Customer Notice 

According to the OUOC, initial customer notifications were mailed during the week of March 11, 

8 OUOC did not request a specific rate of return adjustment or specific number of basis points in its application. 

C 
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2019. A sample letter was provided by OUOC, which advises customers that rates will not change 

as a result of this acquisition; however, the application states that the current rates do not reflect 

current costs and a rate increase will be necessary following substantial investment into repairs 

and upgrades of these water and wastewater systems. 

Customer Experience Department 

Customer service and billing functions will be outsourced to Nitor Billing Services, LLC. 

Customers will be able to contact OUOC by calling a toll free phone number. Personnel will be 

available Monday through Friday, 8 am to 5 pm, to answer customer inquiries by phone or email. 

A separate phone number and email address will be available 24 hours / 7 days a week for 

emergencies. 

Customer bills will be mailed the first week of each month in a postcard format and will be due by 

the end of each month. Re-fleetiens eHslemer's water end ',¥astewaler ser¥iee is ourrenlly 13aid-ettt 

of the home owner's essoeietion lees, but will be integrated wilh 0\1/C eHstomefS-tlna-Retieet-ietts 

011stomers will begin to reeei¥e se13arate hills for water Elfld ·,vesteweter seP1iee onee OUOG begins 

013erations. Current OWC customers will continue to receive monthly-metered bills, and eurrent 

Relie&l-ions--oostomers will eontinue to reeei¥e monthly Aat rate hills. Available payment options 

will be mailing checks, money orders, or cashier's checks. Customers will also have the option of 

paying online by credit card, debit card, ore-check, and the option to set up auto-pay. 

OTHER ISSUES 

OUOC is a registered business in good standing with the Secretary of State's office, but is not yet 

operating as a regulated utility and has no obligations with the Commission regarding annual 

reports and annual assessment requirements. 

OWC is current on its water and sewer PSC assessment payments, is current on its annual reports, 

and is in good standing with the Secretary of State's office. 

STAFF RECOMMENDATION 

It is Staffs position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 
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Commission's issuance of a new eeN is in the public interest. ouoe•s proposal to adopt the 

existing tarills, rates and charges of owe, EIS well EIS lo E1dOfJI lhe e1dsling mies eherged to 

GMslomers in ReAeoli0fl5--_as described herein are~ reasonable. Staff recommends OUOe be 

authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer tariff 

currently in effect for owe, new-water-ood sewer lerilTsheels fer-Re-AeettoAS-jmer-te-eles+ng-en 

!hose essels, and new blank tariff sheets to replace the appropriate maps and service area 

descriptions for the inactive service areas. OUOC should provide notice to the Commission of 

closing on the assets ofOWC end ReAeelions, and status reports as necessary describing the status 

of closing on the assets. Staff therefore recommends approval of the transfer of assets of owe, 

transfers of the relevant CCNs, and issuance of a new CCN, with the conditions and actions 

described herein and more specifically delineated in the Executive Summary of this Memorandum. 
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SUBJECT: Recommendation of Approval of Application 

DATE: May 24, 2019 

EXECUTIVE SUMMARY 

On December 19, 2018, the Osage Utility Operating Company, Inc. (OUOC) filed its Application 

and Motion for Waiver (Application) with the Missouri Public Service Commission 

(Commission). OUOC seeks approval for Osage Water Company (OWC), a regulated water and 

sewer utility, to sell and transfer its water and sewer assets along with its Certificate of 

Convenience and Necessity (CCN) to OUOC. OUOG else seeks a new GCl>l le 13reviae waler anti 

sewer sen·iee le a eeHaemiHiHm ae~·ele13menl namea ReAeeliens GenaeiiiiHitnfls (Relleetieiis). 

ReAeelien's water ana sewer e13eratien-tS-flOI re1wla1ed by llte-GemtflfflSieR-: 

According to the Application, pursuant to Sections 386.040, 386.250 and 393.140 RSMo and 

Commission Rule 4 CSR 240-10.085(2), OUOC requests a rate of return premium and a debt 

acquisition adjustment in conjunction with its acquisition ofOWC-atttl-Refleet-ietlS. On Febrnary 

19, 2019, OUOC submitted in this case an Ame11ded Applicatio11for Co11ve11ie11ce a11d Necessity 

(Amended Application). The Amended Application was submitted to " ... correct inaccuracies 

discovered after the filing of the original Application." 

APPENDIX A 
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Refleelions Condoniinium Owners Assoeielion, Cedar Glen Condominium Owners Association, 

Lake Area Waste Water Association, Inc., Missouri Water Association, Inc., and Public Water 

Supply District No. 5 of Camden County, end GFeat So1.-1them llenk have been granted intervenlion 

in this case by the Commission. No applications to intervene were denied. 

It is Staffs position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 

Commission's issuance of a new CCN is in the public interest. OUOC's proposal to adopt lhe 

existing tarifis, rates and charges of OWC, as well as lo adopt tho 011 isting Fales ehaFged lo 

oostemefS-i.fl-Refleetien-s as described herein ar~J.Lreasonable. Staff recommends OUOC be 

authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer tariff 

currently in effect for OWC, new water end seweF leriffsheets fur ReAeeliens prier le elesing en 

these assets, and new blank tariff sheels to replace the appropriate maps and service area 

descriptions for the inactive service areas discussed below. OUOC should provide notice to the 

Commission of closing on the assets of OWC-and ReAeeliens, and status reports as necessary 

describing the status of closing on the assels. Staff therefore recommends approval of the transfer 

of assets of OWC and , transfers of the relevant CCNs, and issuance ef a new CCl>I, with lhe 

conditions and actions as outlined herein: 

~ttea new CCN to OOOC-te-j3rovide weterond sewer servic-e-fer-tfle-proposed ReAeet-ions 

servieti area, with OUOC 10 eegin pFOvidiAg sueli sen•iee 1.-1peA elesing of 

lhe assets; 

2. AppFOvo rates er $25 peF 1:nonlh fur weler sen•iee, and $25 per nwnlh for sewer ser.•iee. 

feF-GYOC. aaeliealile to euslomers iA the ReAeelions sen•i~ 

3. Require OUOC to suemil appropriate tariffsheels fur water and sewer ser,iee, as a lhirtv 

(30• day Hling, within ten (10• days eAer tlm effeetive date of appF0\1al er a CCl>I for 

ReAeeliens ev th<> Co•rnnissio•i to eeeeme eAeelh•e liefure OUOC eloses on the 

ReA$1tAAs ' nssels· 

4.-.LAuthorize OWC to sell and transfer utility assels to OUOC, and transfer the CCN's 

currently held by OWC to OUOC upon closing on any of the respective systems; 
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,S.,b.Upon closing on each of the OWC water and sewer systems, authorize OWC to cease 

providing service, and authorize OUOC to begin providing service; 

fr.~Require OUOC to file Tariff Adoption Notice tariff sheets for the corresponding water and 

sewer tariffs of the regulated OWC systems within ten ( I 0) days after closing on the OWC 

assets; 

Hl.,,Upon closing on each of the water and sewer systems, authorize OUOC to provide service 

by applying, on an interim basis, the existing rates, rules and regulations as outlined in 

OWC's water tariff and sewer tariff, until the effective date of respective adoption notice 

tariff sheets, as recommended above; 

&i,,Require OUOC to create and keep financial books and records for plant-in-service, 

revenues, and operating expenses (including invoices) in accordance with the NARUC 

Uniform System of Accounts; 

lh§.,Require OUOC to, going forward, keep and make available for audit and review all 

invoices and documents pertaining to the capital costs of constructing and installing the 

water and sewer utility assets; 

-1-0,1.._Approve depreciation rates for water and sewer utility plant accounts as described and 

shown herein; 

+hL_Require OUOC to distribute to all customers an informational brochure detailing the 

rights and responsibilities of the utility and its customers regarding its water service, 

consistent with the requirements of Commission Rule 4 CSR 240-13, within thirty (30) 

days after the effective date of approval of a CCN by the Commission; 

~LRequire OUOC to, within ninety (90) days of the effective date of a Commission order 

approving OUOC's Application, complete repairs to resolve the bypassing of treatment at 

any wastewater treatment system; 

+.hlQ,_Resolve all issues regarding noncompliance with Missouri Department of Natural 

Resources (DNR) regulations for all water and sewer systems; 

-14:_l _1._Require OUOC to provide adequate training for the correct application of rates and 

rules to all customer service representatives, including those employed by contractors, prior 
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to the customers receiving their first bill from OUOC; 

~.11,_Require OUOC to provide to the Customer Experience Department Staff a sample of 

ten (JO) billing statements of bills issued to OWC-ena-ReAeelieAS customers within thirty 

(30) days of such billing; 

-14:.1.l_Require OUOC to file notice in this case once Staff's recommendations regarding 

customer communications and billing, listed above, have been completed; and 

++,.!!_Require OUOC to file a rate case with the Commission no later than twenty-four (24) 

months after the effective date of an order approving OUOC's Application 

BACKGROUND OF owe AND REFbECrlONS 

OWC obtained a CCN in 1989 to operate as a water and sewer utility in Commission 

Case No. WM-89-73, which authorized a regulated utility named Oak Tres, Inc. to sell and transfer 

its assets to OWC. OWC subsequently filed a number of cases seeking additional service areas. 

On December 10, 2002, the Commission issued a Report and Order in 

Case No.WC-2003-0134, finding that Osage had been effectively abandoned by its owners,and that 

it was unable or unwilling to provide safe and adequate service lo its customers. 

Since granting its original CCN, the Commission has granted OWC several additional CCNs as it 

acquired or constructed additional water and sewer systems. At present, OWC provides water and 

sewer services to four active water and sewer service areas: Cedar Glen, Chelsea Rose, Cimarron 

Bay and HWY KK. The HWY KK water service area consists only of the 

Eagle Woods subdivision; the sewer service area includes both Eagle Woods and Golden Glade. 

OWC also has six inactive' water service areas that Staff proposes to delete from the water tariff, 

described further herein. These inactive service territories are Osage Beach South, Osage Beach 

North, Sunrise Beach South, Sunrise Beach North, Shawnee IJcnd, and Parkview Bay. 

1 Reinstatement of these service areas may be possible in the future ifOUOC files with an application with the 
Commission to serve these areas, including a plan to provide utility service. 



MO PSC Case No. WA-2019-0185 
omcial Case File Memorandum 
May 24, 2019 - Page 5 of26 Pages 

At present, OWC provides water service to approximately 402 customers and sewer service to 

approximately 420 customers in Camden County, Missouri, according to the Application. Due to 

certain decisions by company management,2 failure to properly construct, and failure to properly 

maintain the water and sewer systems, there are several compliance issues that need to be 

addressed. Some facilities are operating without pennits from DNR; at least one wastewater 

treatment system is in such a state of disrepair that wastewater is bypassing treatment processes. 

(Bypassing means that partially treated or untreated wastewater is released from the system, 

endangering public health and the environment.) Varying degrees of immediate repairs and longer 

tenn capital improvements are necessary among the systems. 

OWC was placed into permanent receivership on October 21, 2005. 3 More recently, OWC filed 

for Chapter 11 bankruptcy and a bankruptcy trustee was appointed on October 26, 2017.4 OWC's 

assets were liquidated by the bankruptcy trustee using a bidding procedure, with OUOC as the 

high bidder, resulting in this current case before the Commission. 

ReAeetions, whieh is ROI a paR ofOWC, is a residenl-ittt-eemmHAily near Smirise Beaeh ill CamdeA 

CeHAly, MissoHri, with epproJ-dmetely SQ e1dstiiig waler aAd sewer eustomers. OUOC proposes 

to iiurehase water and sewer assets owAed by the ReAeelions SueaivisioA Master .<\ssoeiatioA, IAe., 

the ReAeelioAs CoHdomiAiUAl OwAers Assoeiation, lne., aAd Great Southern Bank. The drinldng 

wetei,-s-ystem was not eo1lStfllet<!a-i1H1€€0rdance with DNR requiret1-1ent-s-and is operating without 

a permit. The wastewater trea~™I svslem was imnmnerlv eonslrueted. and is in a slate of 

disreoair aHd stnielural fuilure. 

BACKGROUNDOFOUOC 

OUOC was formed for the purpose of purchasing and operating the OWC-a~eet-ions systems. 

It is a wholly owned subsidiary of Central States Water Resources, Inc. , which owns several other 

Commission approved utility companies in Missouri which are providing safe and adequate 

service, and otherwise being properly operated in compliance with the law. 

2 See the Reporl mid Order in WC-2003-0134 
1 Commission C-ase No. \l'C-200J-OIJ4, and Cirtuit Court ofCamd<n County, origi,ully dockttcd as Case No. CVI 02-96SCC, now dock<1cd as 
Case No. 26V010200965. 

4 Uni led States Bankruptcy Court for the Western Diwict of Missouri Ctntraf Division, Case No. 17-42759.<frdl I. 
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STAFF'S INVESTIGATION 

Water and Sewer Systems 

Staff from the Water and Sewer Department inspected the condition of each water and sewer 

system, including its perfomiance and compliance with drinking water and environmental 

regulations. Staff performed inspections of OWC end Refleetiens--water and sewer systems in 

Camden County on February 5, 2019. Staff also reviewed information from DNR's records, 

including operating pem1its, inspections, notices of violations, sampling results and 

correspondence with the owner/operator via formal sunshine requests and through the DNR 

website. 

This memorandum provides system descriptions, Staff observations, DNR regulatory status, and 

OUOC's proposed system improvements of each facility. Included in OUOC's proposed 

improvements are OUOC's cost estimates for the proposed improvements. Staff considers 

OUOC's proposals as conceptual, and OUOC's cost estimates as preliminary. Staff has included 

these proposals and cost estimates in this memorandum only to inform the Commission, and their 

inclusion is in no way an indication of Staff's support or adoption. Staff recommends that 

OUOC regularly update Staff on the design, construction, and startup of the improvements 

to the OWC_-systemsnn~ee-tion-systems. 

In its review of the systems Staff found some conflicting or missing information concerning DNR 

construction and operating permits and/or the ability for some existing wastewater systems to meet 

permitted eflluent limits. Staff recommends OUOC work with DNR to resolve all DNR 

drinking water and wastewater permit concerns. 

OWC Systems 

OWC Cedar Glen Service Al'ea 

Cedar Glen is a residential condominium community located in Camdenton, Camden County, 

Missouri. The Commission granted OWC a CCN to provide water and sewer service to the Cedar 
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Glen service area on May 31, 1998, in Case No. WA-98-36. OWC is currently providing service 

through approximately 216 water connections and 216 sewer connections. 

Description of the OWC Cedar Glen Water System 

The water system consists of a well house, one well, one submersible well pump, a master meter, 

a 35,000 gallon hydro-pneumatic pressure lank, piping and valves, and three unused 250-gallon 

bladder tanks. There is no treatment and no disinfection of the water. The source of water is a 

single well, Well #1, that was drilled in 1997 lo a depth of665 feel with six-inch casing lo adeplh 

of 465 feel. The well is equipped with a 125 gallon per minute submersible pump set al a depth 

of296 feet. 

OWC's Cedar Glen pennil lo dispense waler to the public was last issued by DNR on August 23, 

2013. The DNR Public Waler Supply Identification (PWSID) is MO3071205. DNR conducted 

an inspection of the Cedar Glen water system on August 24, 2017. At that time, Cedar Glen was 

found lo be in compliance with the Safe Drinking Water Law. 

Staff observed caked dirt, algae, and mold on the exterior of the 35,000-gallon hydro-pneumatic 

tank. The well house has rotten framing and siding. Wiring and electrical panels are exposed and 

in some places, wiring is hanging or simply stapled to the walls. The submersible well pump 

pumps water directly to the 35,000 gallon hydropneumalic lank. 

Proposed Improvements to the O\VC Cedar Glen \Vater System 

OUOC's proposed improvements for the water system include: installing a remote monitoring unit 

and magnetic flow meter, repairing the building, installing electrical wiring in conduit to eliminate 

electrical hazards, converting the hydro-pneumatic storage tank to ground storage with variable 

speed electric high servic~ pumps (to increusc storage capacity), power \Vashing and cleaning the 

hydro-pneumatic tank, installing at least two flushing hydrants and at least five system valves in 

the distribution system, replacing all existing meters with remote shutoff meters, and installing 

new meters in units that are not presently metered. OUOC estimates the cost of these proposed 

improvements to be $377,750. 
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Description of the OWC Cedar Glen Sewer System 

The sewer system consists of a gravity collection system, lift station, recirculating sand filter 

treatment facility with a central septic tank, in-ground sand filter, chlorination and dechlorination. 

Sludge from the septic tank is periodically removed and disposed off-site by a licensed contract 

sludge hauler. The system has a design capacity of approximately 25,728 gallons per day (gpd) 

and an actual flow of approximately 6,600 gpd. 5 The collection system is composed mostly of 

PVC pipe. 

The OWC Cedar Glen wastewater treatment facility's Missouri State Operating Permit MO-

0120936 was last issued by DNR on June I, 2016, and expires on June 30, 2019. Based upon a 

letter to DNR dated June 8, 2018, from the contract operator for the system, Lake of the Ozarks 

Water & Sewer,, the current treatment plant will meet the ammonia limits and no new construction 

will be needed. A DNR sewer inspection report notes no unsatisfactory conditions. 

On September I, 2019 DNR lcrminated Cedar Glen·s Operating Perm ii MO-0120936. The system 

is now opcraling under Missouri State Operat ing Permit MOGD00442. 

Staff observed that the sand filter consists of four beds, with surface signs such as staining, and 

rotten timbers on the northeast bed, possibly indicating integrity issues and some failed piping. 

Two of the eight filter pumps are non-operable. Further, OUOC informed Staff that the pumps at 

the lift stations have had difficulty handling large seasonal flows in the summer. 

Proposed Improvements to the OWC Cedar Glen Sewer System 

OUOC proposes to repair treatment piping as needed, replace the two inoperable filter pumps, 

clear trees from around the facility, install a moving bed bio-reactor (MBBR) as an additional 

component of trealmcnl, add addilional slurage volume at each lift station, and replace the lift 

station pumps with newer, higher capacity units. OUOC estimates these proposed improvements 

cost approximately $281,950. 

Staff notes that the MBBR that OUOC proposes for additional treatment would primarily be used 

s Volume estimaled in the DNR Operaling Pem1it. 
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for additional ammonia removal. This proposal is inconsistent with statements made by the current 

operators of the system, Lake of the Ozarks Water and Sewer, in the July 8, 2018 letter noted above 

that the system meets effluent limitations without further upgrades. Staff understands that 

OUOC's proposal is preliminary, but further details and justification will be necessary ifOUOC 

seeks inclusion of an MBBR upgrade in rates during the next rate case. 

O\VC Chelsea Rose Service Area 

Chelsea Rose is a residential subdivision, located in Sunrise Beach, Camden County, Missouri. 

The Commission granted OWC a CCN to provide water and sewer service to Chelsea Rose on 

October 2, 1992, in Case No. WA-92-141. OWC is currently providing service through 

approximately 42 water connections and 38 sewer connections. 

Description of the OWC Chelsea Rose Waler System 

The water system consists of a well house, one well that is in service (Well #2), one submersible 

well pump producing 60 gallons per minute (gpm), a master meter and a 250-gallon bladder tank 

to maintain pressure on the system. According to DNR, Well #2 was drilled in 1999 to a depth of 

820 feet with six-inch steel casing to a depth of 550 feet. The well is equipped with a IO

horsepower 60 gpm submersible pump set at a depth of 399 feet. There is no treatment or 

disinfection of the water. There is another well, Well #1, along with some piping that is no longer 

connected to the water system. Well# 1 has not been properly "abandoned" and closed per DNR 

regulations. 

The system has operated without a permit to dispense water to the public for approximately I 0 

years, because the system was not constructed according to DNR approved plans and 

specifications. However. to facilitate the sale of OWC. on May 30, 2018, after the most recent 

DNR inspection, DNR issued a permit to dispense water to the public. The DNR PWSID number 

for the system is No. MO3031244. 

On April 2, 2018, DNR personnel performed an inspection of the Chelsea Rose water system, and 

On April 19, 2018, DNR issued a report with violations that arc summarized below: 
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I. The Chelsea Rose water system, did not at the time have a Permit to Dispense Water to 

the Public as required by Safe Drinking Water Regulation 10 CSR 60-3.0 I 0(2)(A). This 

system was referred to the Public Drinking Water Branch for enforcement previously; the 

ownership and receivership situation has hindered the issue. 

Once the ownership issues have been resolved, the new owner must complete and submit 

a new application for a permit to dispense and submit it with all required documentation, 

including a deed to the well property, to Missouri Department of Natural Resources. 

2. The previous owners of the Chelsea Rose water system failed to construct the water 

system in accordance with approved plans and specifications in violation of Safe 

Drinking Water Regulation 10 CSR 60-10.010(4). The new owners will submit two 

copies each of engineering report, plans, and specifications along with an application for 

a new or revised construction permit to the Missouri Department of Natural Resources, 

Staff observed that the well house roof and siding has deteriorated, and inside the well house there 

is exposed wiring. The 250-gallon bladder tank does not meet the DNR recommendation to 

provide 2,730 gallons of hydro-pneumatic storage. In general, the water system is substandard and 

was not constructed according to DNR approved plans and specifications. 

Proposed Improvements to the OWC Chelsea Rose Water System 

OUOC proposes to repair the functioning well house and wiring, install magnetic flow meter and 

remote monitoring, install a 3,000-gallon hydro•pneumatic tank, properly close the unused well, 

demolish the derelict well house and install three flush hydrants and valving in the distribution 

system. OUOC estimates the cost of these repairs at $143,100. However, Staff notes that OWC 

replaced the master water meter sometime after the DNR inspection on April 15, 2015, and it may 

not require replacement, as it may be suitable for continued service. 

Description of the OWC Chelsea Rose Sewer System 
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The wastewater is treated by an extended aeration plant consisting of two aeration chambers, one 

clarifier, one aerobic sludge digester, and chlorination and dechlorination equipment. 

Chelsea Rose has a current DNR~issued Missouri State Operating Permit. On May 25, 2017, 

permit No. MO-0111104, was terminated by DNR and replaced with general operating pennil No. 

MO-OO00275. The statement on page 4 of OUOC's Application that the Chelsea Rose sewer 

system docs not appear to have an active permit to operate is inconsistent with Staff's investigation 

indicating the system docs have a general operating permit. 

DNR provided no inspection reports in response to Staff's sunshine request. From October 

through December, 2014, the Chelsea Rose sewer system exceeded its effluent limitations for 

ammonia, 

Staff observed that the access road to the system is washed out and there is significant water 

erosion around the system. The system is located in a wooded area, and there is a floating mat of 

fallen leaves and excessive sludge in the clarifier and aeration basins. There is evidence that sludge 

has overflowed the system, The treatment system is in a general state of disrepair. The plant 

effiuent pipe is broken, so the eftluent does not reach the permitted discharge site, and the effluent 

is causing further erosion around the system. 

Proposed Improvements to the Chelsea Rose Sewer System 

OUOC proposes to regrade the access road, remove vegetation around the system, install a cover 

over the plant to prevent leaves from falling in (thus reducing additional organic load on the 

treatment system), convert the system to an integrated fixed film activated sludge (IFAS) system 

with flow equalization, and install a sludge pump and waste line along the access road to pump 

sludge to a paved road for offsile disposal. OUOC estimates a cost of $336,175 for the proposed 

repairs and upgrades. 

OWC Cimarron Bay Service Area 

The service area includes Cimarron Bay, a residential townhome subdivision, and Harbour Bay, a 

condominium community, located in Camden County, Missouri. These two developments are 
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served by one water system and one wastewater treatment system. Collectively, Cimarron Bay 

and Harbour Bay are referred to as the "Cimarron Bay" service area. The Commission granted 

OWC a CCN to provide water and sewer service in this service area on March 5, 1998, in Case 

No. WA-97-110. OWC is currently providing service through I IO residential water and I IO 

residential wastewater connections. 

Description of the OWC Cimarron Bay Water System 

The water system consists of a well house, one well (Well #I), one submersible well pump, a 

master meter, a 35,000 gallon hydro-pneumatic pressure tank and a 119-gallon bladder tank. 

According to DNR, Well #I is a state-approved well that was drilled in 1995 to a depth of620 feet 

with six-inch casing to a depth of 450 feet. The submersible pump is set at 252 feet and is rated at 

50 gpm. There is no treatment or disinfection of the water. 

On August 23, 2013, OWC received from DNR a permit to dispense water to the public, permit 

No. MO 3031290. The most recent DNR inspection of the water system was on November 20, 

2017. At that time, the Cimarron Bay water system was in compliance with the Missouri Safe 

Drinking Water Regulations. 

Staff observed that the well house has rotten siding and fascia boards, and the interior shows some 

water damage. Some of the equipment power is supplied through extension cords stapled to the 

well house wall. 

Proposed Improvements to the O\VC Cimarron Bay \Vater System 

OUOC is proposing to repair and expand the well house, install a high service pump and convert 

the hydro-pneumatic tank to ground storage, install a magnetic flow meter and remote monitoring 

at ihe well house, and to install thiee flush hydrnnts, iemote shutoff mctCis, and additional 

distribution system valves. The estimated cost for these proposed improvements is $238,863. 

Description of the O\VC Cimarron Bay Sewer System 

The Cimarron Bay sewer system provides sewer service to approximately 110 customers. The 
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sewer system consists of a recirculating sand filter facility with a central septic tank, chlorination 

and dechlorination. Sludge from the septic tank is periodically removed and disposed off-site by 

a licensed contract sludge hauler. The collection system is composed mostly of PVC pipe. The 

waste water is delivered by gravity to a lift station which pumps the wastewater to the treatment 

facility. 

Staff observed that the sand filter consists of three in-ground beds, although only two of the beds 

are in use. The visible portion of the walls of the sand filter are constructed of plywood, which has 

partially rotted away leaving exposed piping. Some of the wastewater flows through the walls of 

the filter, resulting in partially treated wastewater bypassing the chlorination/dechlorination 

treatment step. Although unusual for a recirculating sand filter, Staff was informed by OUOC that 

the system had difficulty meeting its effiuent limits in the winter due to reduced flows from 

seasonal fluctuations. 

On May 7, 2015, Lake of the Ozarks Water and Sewer Company, the contract operator of the 

Cimarron Bay wastewater treatment system, sent a letter to DNR stating that the Cimarron Bay 

treatment system was able to meet final effiuent limits for ammonia, and no further construction 

for the treatment of ammonia was needed. On June 14, 2017, the Cimarron Bay Missouri State 

Operating Permit, No. MO-0110921, was terminated by DNR and replaced with general permit 

No. MO-OD00297. Therefore, the statement on page 5 ofOUOC's application that the system 

does not appear to have an active permit to operate is inconsistent with Staff's investigation 

indicating that the system does have a general operating permit. 

DNR did not provide Staff with information relating to inspections of the Cimarron Bay 

wastewater system. 

Proposed Improvements to the O\VC Cimarron Bay Sewer System 

OUOC proposes to abandon the sand filter facility, and convert the septic tank to an extended 

aeration facility supplemented by a new MBBR. OUOC also proposed installing remote 

monitoring at the lift stations. 
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owe Service Area KK- Eagle Woods (Water and Sewer) and Golden Glade (Sewer 

Only) 

Golden Glade is a residential development located in Camden County, Missouri. The Commission 

granted owe a eCN to provide sewer service to Golden Glade on October 14, 1999, in Case 

No. SA-99-268. Eagle Woods Subdivision (Eagle Woods) is an adjacent residential development. 

The Commission granted O\VC a CCN to provide both water and sewer service to Eagle Woods 

on February IO, 2000, in Case No. WA-99•437. The water and sewer systems in this service area 

are the subject of currently-pending formal complaints; Case Nos. WC-2014-0215 and SC-2014-

0214. 

The formal complaints were filed by Summit Investments, LLC (Summit), the developer of Eagle 

Woods, against OWC on January 30, 2014. These formal complaints are related to a case in the 

Circuit Court of Camden County between Summit and OWC, Case No. 1 ICM-CC00l 13. In these 

complaints, Summit alleges that OWC has failed and refused on repeated occasions to provide 

adequate water supply and sewage treatment capacity for water and sewer service to lots within 

its certificated service area as the developer contracted for with OWC, thereby preventing Summit 

from developing and selling those lots. 

In 1998, Summit began constructing Eagle Woods. The development of Eagle Woods was to occur 

through four phases. owe, for the sum of$30,000, contracted to provide water and sewer 

service to Eagle Woods through all phases of construction. In accordance with the contract, 

Summit conveyed to owe its ownership in all infrastructure, water well, pump and storage plant 

and equipment, real estate and associated easements, and all permits in its name for all the facilities 

supplying sewer and water services to Eagle Woods. 

OWC only partially completed the phased expansions of the water and sewer systems that 

served lots in both the Golden Giade and Eagle Woods subdivisions. O\VC currently provides 

wastewater service to 23 Golden Glade lots and 33 Eagle Woods customers. However, because of 

the incomplete utility expansions, Summit has approximately 25 remaining lots in Eagle Woods 

that cannot be sold because new homes on those lots are not allowed to be connected to 

the water and sewer systems due to the lack of capacity. 
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In addition to the abandonment finding by the Commission in Case No. WC-2003-0134 , the 

Commission issued a ReJX)rt and Order on October 22, 2015, in the Summit formal complaint 

cases directing certain additional steps, which were not completed. On July 6, 2017, OWC filed a 

status report noting that it was in receivership and that it did not have the funding to make the 

necessary improvements. Per Staff Data Request No. 0019, once OUOC takes possession of the 

facilities, and completes the planned system improvements, both the water and wastewater 

treatment systems will be able to provide service to the additional 25 lots. 

Description of the KK- Eagle Woods Water System 

The water service area consists of the Eagle Woods subdivision, currently with 33 homes 

connected to the OWC water system. Golden Glade is not connected to the OWC water system 

and is not in OWC's service territory for the provision of water. The Eagle Woods water system 

consists of a single well, for which the production capacity is stated in OWC's annual report 

as 25 gpm; however, Staff was unable to verify production in the field. Because the well serving 

Eagle Woods was constructed as a 'non-community' well, it does not meet DNR construction 

standards for a public water supply. The well, therefore, does not have a permit to dispense 

water, and does not meet approval requirements by DNR for use with a public water supply; 

however, DNR is aware that it is being used as a temporary measure. The water system also 

utilizes two steel ground storage tanks of9,000 gallons storage volume, two high-service pumps, 

two 175-gallon bladder tanks to maintain pressure, chlorine disinfection, and a master meter that 

measures water pumped into the distribution system from the storage tanks. The distribution 

system is reportedly two-inch (2") PVC, with meters for each customer. 

The well house is small for the amount of piping and equipment it stores. In the well house, 

Staff observed exposed and corroded wiring, corroded piping and fittings and other corrosion 

caused by chlorine. being stored in the well house. The outside ground storage tanks are caked 

with dirt and mold. 

DNR Water Permit and Inspections of the KK- Eagle Woods Water System 

Although the water system has a DNR-issued Public Water Supply Identification number, DNR 
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did not provide Staff with information regarding a permit to dispense water, or any DNR 

inspections of the water supply. 

Proposed Improvements to the KK - Eagle Woods Water System 

OUOe proposes to pressure wash and clean the ground storage tanks, repair the well house and 

electrical, and to install remote monitoring, a magnetic flow meter and variable frequency drive 

(Vr• D) booster pumps to improve pressure control and meet DNR recommendations. The hydro~ 

pneumatic tanks would be decommissioned. OUOe estimates these proposed improvements to 

cost approximately $123,300. 

OWC KK - Eagle Woods and Golden Glade Sewer Service Area 

The sewer service area consists of both the Eagle Woods subdivision, currently with 33 customers, 

and the Golden Glade subdivision, currently with 23 customers, for a total of 56 owe sewer 

customers. The treatment facility in use, known as the Highway KK facility, is a recirculating 

sand filter type facility presently with permit design flow capacity of 13,875 gpd. The sand filter 

consists of two concrete walled beds. The collection system is what is sometimes called a 

"small diameter collecting sewer system." Sewage discharge from customers' homes first flows 

to multi~home septic tanks that are maintained by owe, which provides partial treatment and 

retains solids. Then the septic tank eftluent flows by gravity through smaller pipes than those 

used by conventional gravity sewers to the treatment facility. Since the hilly terrain in the Eagle 

Woods portion of the service area necessitates pumping, O\Ve utilizes three lift stations, 

Staff observed that the road to the system is washed out. The site is covered with discarded pipes, 

pumps, and trash from repairs and maintenance. Staff observed large cracks and signs of leakage 

on the sand filter's wall. Both beds have broken distribution piping. Some inlet piping is not fully 

connected and there is surface soil staining around this piping. Pipe supports arc makeshift posts 

with rope ties. The chlorination chambers appear makeshift and of temporary construction. The 

chambers are choked with algae and plant growth. 

In an undated letter in 2018, the Hwy KK operating permit, No. MO-0113170, was terminated by 
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DNR and replaced with general pennit No. M0-0D00340. The statement on page 8 ofOUOC's 

application that the system does not appear to have an active permit to operate is inconsistent with 

Staff's investigation indicating that the system does have a general operating permit. 

In a letter dated November 4, 2014, DNR informed OWC that the treatment system exceeded the 

discharge limit for E.coli on June 10, 2014. In a letter dated May 7, 2015, Lake of the Ozarks 

Water and Sewer Company stated that the wastewater treatment plant was able to meet new 

proposed effiuent limits for ammonia, and therefore no improvements were necessary. However, 

Staff notes that in a letter dated June 21, 2016, DNR informed OWC that the treatment system 

exceeded the limit for ammonia for the January to March 2016 monitoring period. 

Staff notes that the treatment system failed to meet ammonia effiuent limits about a year after Lake 

of the Ozarks Water and Sewer Company notified DNR that the treatment system could meet the 

ammonia effiuent limits. Therefore, improvements to the treatment system may be necessary. 

Proposed Improvements to the OWC KK - Eagle Woods and Golden Glade Sewer 

System 

OUOC proposes to: complete a smoke test of the collecting sewers; install manholes; upgrade one 

of the lift stations; regrade the access road and the site to improve access and reduce infiltration 

and inflow of storm water into the filter beds; replace and repair piping; install a moving bed 

bioreactor for additional treatment; replace the chlorination and dechlorination contact chambers; 

and remove trash and debris from the site. OUOC estimates a cost of$303, 175 for the repairs and 

upgrades. 

Refleetians Condom iniums 

ReAeeliens, whieh is 1101 a part efOWC, is a Fesidential eemmunity near 8unFise Beaeh in Camden 

t:eunty, Misseuri, with eppr0Nimately 50 e1iisling water end sewer eustomers. OUOC proposes 

to purehese wateHlnd sewer assets ewned-by-the-ReAeetieFl&-Subtlwis-iolt-M~er Ass0eiali011,ffl&,-; 

the ReAeetions C0nd0minium Ow11ers Asseeiation. lne .. and Great 8011thern Bank. 
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Deseript ion of the Refleetions Condominium Wnter S~·slem 

The water system eonsists of one well house, one well, one submersible wcll-pttmjr,tttftS¼ef-ffl""

~ le-406-PVC piping that does net- meet DNR ref!uirements, and se•.'en 119 gallon bladder 

tanks. There is 110 treatment of the water. There are no eustomer meters. The system 'll'as not 

eonstrueled pursuant to DNR approYed eoHstrnelion plans aHd is operating without a permit to 

etSpef!Se water. The system was rererree to the-l!tlbl-ie-DFtOk-ing-WateF-Brnnelt--for-enforee-menkm 

Oetober 7, 20()9. The s•,•sten~ has the D~IR puhlin wAler s,;stem 111# MO30 7 I 337. 

Aeeording to the D~IR High Yield and Publie Well Reeord and Pm11p lnf-Ormation Data Report· 

#-AQ7273 4 (DN-R-Rererence No. 0()2590 I), the wel I is a deep wel I for HSe-fls-&-publfo--watef-Stl!}ply-: 

The well has a pump rate of 125 gpm and a well yield of 193 gpn1. 

The most recent D~IR inspeetion was eondueted on August 9, 2017, whieh only noted opeff¼tffig 

without---a-permit---as---fl---em-pl ianee i ssHec 

Stal+ observed tha~utsiee;--4he we II houS&-S-idiflg-flnd--reeAng-is-if\-fleee-<tf.-repei-f-er-r~l-eee-met1I. 

msido Slaff obsen•ed 2 ineh, 3 inoh and 4 inel~ Sehedule 40 PVC ptpiffg-ftfld •1al•1ing that eees 1101 

meet D~IR requiroH1e11ts. The main waterline has an e11posed, abo\1e gretrnd seelion -o½ipiflg; 

Sllspended over a rnek bllllT, with son~o inslllalien bill -AO-tteat treeing. Without an aeti•,•e heat 

souroe. slleh as heat traeine. abe\•e ereunEh-+ASU-lated water eiees ean freei.!e. 

P,·eposed lmpre•,ements to the Refleetions Condominillm Wnter s,•slem 

OUOC proposes to install perimeter re110ing aretmd the well lrnuse and repair the well house 

~r, install remote monitoring, install eleetrieal eonduit, inslllate esposed piping, and install 

FemA!e--4ut off meters. 01 JAG esti1flAtes these nronosed imorovements to eosl $ I 65.213. 

e eehens Cendem. . Deserijltion ef the R fl . 
The collection , rn111m Sewer System 

S)Stem has a gra.,·t . e " } se··•e I" 
umes stations eonve· · s ..." rmo f.ro111 three buildin , e.vaee lo the trealm4"L"I gs to two pump statio-- 'r, .. _ 

"'1T"v ant. ~lo n . . tt:r;--t-l1tJ 101111or111j!; is installed al the pllinp 

•-P-¥G--pi~1Hli+forent Sel!e~ul-,--willHl--l1iglleHll1m&ef-indi%t~~~ess-and-lMrefer.....,..,.i.,, 
J}hysieal-i~ly,--A--n1i11imlll!Hhielffiess-is-someliR16-f-e(jtti~~lfllbiHty, 

( Formatted: Justified 
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slalions. The lreat1ne1ll faeilily is a series of inlereo1meeled, abo,·e grotmd, poured in place 

concrete basiAs, consistiAg of Aow equalimlioA, e1,1ende&fleffltietr,-€fflr+fieat-ie11, ehlorinatiOA,!IM 

sludge holding. Tlie system has a design Aow eapaeily of 56,950 gpd. Sludge is disposed b)' 

OOR!racl hauler. Discharge froni !his faoility Aows inlo Lake of the Oi':Bfks. Tlie faeili tv has a 

I)N-R-tles~puiat-iOA-eEttti¥alefl~-

The Operating 12eAnil, No. MO 0128'138, e1,pired on December 26, 2009. DNR reeeh·ed en 

application !er renewal: however. D~IR denied the application and relumed ii lo !he sender on 

Januarv 9. 2012. 

The niost receAt D~IR complia11ce inspection of ReAeelion's wastewater lrealment syslem 

oeeurred on J1me 29, 20 I e. Al Iii at lime !lie syslem was lewid 10 be oul of conipliane-e-lef-1-1.ie 

~ng reasons: fai lure lo renew permil; fai-1-ure-t~nm-Aftnual--S!udge Repow,--mi-sstng 

Diseharge Monitoring Reports; fuilure lo provide Aow measurement: caused oollution of I .nl·e nf 

the Omrks: and failure to maintain a ,•alid conliAttt»g-QU~ 

Staff obsen·ed numerous cracks around the aeration basin. The east feeing wall of the eeratiow 

basin is bowing outward and numerous creeks were obser.•ed along the wall. OH the northeast and 

southeasl comers of the aeration basin there are pieces of oonerele missing with large ,•ertical anEI 

horizontal eraeks rnAning the length of the wall. Many of these creeks show sig1rn of leakage. 

-Wastewat~k-mg-fmffi-1-he-aeration basin where the oYerAowpipe exits the-basin 's wall. Slaff 

i&OOl1eeR1ed !hat the structural integrity of the S)'Slem has Ileen compromised. The woode11 stairs 

and crosswalks are rottiiie and uAslaele. The blower bttlldine has a plywood exterior that is rotten 

and-4ttamtnat-ing, 

Proposed lmpro¥ements to the-ReAeet-iens-t6-Ademffl-i.tJm Sewer S~•stem 

OUOG proposes to repair concrete walls, install s1ruclt1ral supports, replace decking material, 

+ns-la!HtH1ett1~rooess eo1Hrol steel walls-in-the-aeralteA, install remole-ll'lenitertAg-aHl-le 

wastewater system, and iAstall remote maAitorine al eaeh m1mo statioA. OUOC estill1ates the east 

of these orooosed i1l'loro,·e1nents at $3 Hl.800. 
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Technical, Managerial, and Financial Capacity and Tartan Energy Criteria 

In investigating most situations involving transfers of assets, or new CCNs involving regulated 

water and/or sewer systems, Staff utilizes the concepts of technical, managerial and financial 

capacity (TMF), originally developed by the United States Environmental Protection Agency 

(EPA). Staff has reviewed and stated its position on TMF regarding each ofOUOC's affiliates in 

previous CCN and transfer of assets cases before the Commission. Staff's position on TMF 

remains positive regarding those affiliates, and similarly takes the position that OUOC has 

adequate TMF capability. 

When considering a request for a new CCN, the Commission applies criteria originally developed 

in a CCN case filed by the Tartan Energy Company and referred to now as the "Tartan criteria." 

The Tartan criteria contemplate I) need for service; 2) the utility's qualifications; 3) the utility's 

financial ability; 4) the feasibility of the proposal; and, 5) promotion ofthc public interest. For its 

reviews, Staff also considers whether or not other utility entities are available to provide similar 

service. Staff has studied these points as they relate to the situations and abilities involving new 

CCNs and several transfer cases pertaining to OUOC's affiliates, which the Commission has 

approved. i;'uFtl:ler, as related 10 this speeifio CCN reEjuesl fer OUOC's pro1iosed ReA~ 

seniee area, S!elT lal,es !Re position tlrnl it is A!asiele fer OUOC 10 oaernte eAd manaee its waler 

and sewer o~ons, end it is in lhe pul}lio interest foHI 10 do so. 

Staff is oft he opinion that the criteria regarding TMF and the Tartan Energy criteria are all met. 

Inactive Service Areas 

In the course of filing its several CCN cases, OWC was granted authorization to provide water 

service by the Commission in some service areas in which either OWC never began providing 

service, or ceased providing service because the City of Osage Beach is now providing service to 

the involved customers. OUOC indicated verbally to Staff that it has no plans to provide service 

in these service areas. Staff thus recommends OUOC voluntarily delete the following service areas 

from the OWC water tarifT and ask the Commission to recognize de-certification of these areas: 
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• Osage Beach South (aka Pizza Hut or Mariner's Cove, along and off of old U.S. Highway 

54) - water tariff Sheet Nos. 3A (map) and 4A (description). This was OWC's original 

service area granted in Case No. WM-89-73. The original sewer service area was 

previously deleted from OWC1s sewer tariff after the City of Osage Beach assumed 

providing sewer service to customers sometime in the late 1990s using its own sewer 

system, and after OWC abandoned its sewer system. Within the past few years, the water 

service area and the water distribution system were both physically severed by construction 

of the re-routed U.S. Highway 54, the City of Osage Beach began serving the remaining 

customers using its water system, and OWC abandoned its water system assets. OUOC 

has no plans to provide any water service in this area. 

• Osage Beach North (Shoney's well and Consumers Market well, along and off of old U.S. 

Highway 54))- water Sheet Nos. 38 (map) and 4A description. CCN in Case No. WA-

94-132. Osage Beach took over providing water service to the OWC customers in this area 

using its water system, and OWC abandoned its water system assets. OUOC has no plans 

to provide any water service in this area. 

• Sunrise Beach North (commercial properties along Missouri Highway 5) - water Sheet 

Nos. 3C (map) and 4A (description). CCN in Case No. WA-92-141. OWC never 

constrncted or acquired water system assets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Sunrise Beach South (commercial properties along Missouri Highway 5) - water Sheet 

Nos. 3D (map} and 4A (description). CCN in Case No. WA-92-141. OWC never 

mnstructed or acquired water system (l.SSets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Shawnee Bend (Chimney Point area off of Missouri Highway MM)- water Sheet Nos. 3F 

(map) and 48 (description). CCN in Case No. WA-92-141. OWC never constructed or 
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acquired water system assets in this area, never began providing service to any customers 

in this area, and OUOC has no plans to begin providing water service in this area. 

• Parkview Bay (Park view Bay development off of old U.S. Highway 54)- water Sheet No. 

31 (map) and 48 (description). CCN in Case No. WA-98-236. Although OWC began steps 

to acquire an existing water system in this area and in fact had acquired a well that is no 

longer in service today, the City of Osage Beach ultimately began providing water service 

in this area using its water system and still does so today. OUOC has no plans to begin 

providing water service in this area. 

Rate Base 

In regard to rate base valuation of the OUOC properties, Staff reviewed information provided by 

OUOC in response to Starrs data requests, its Application (including attached sale agreement 

documents), OUOC's work papers, as well as the effective tariffs and annual reports ofOWC. 

Staff is proposing that the net book value as of December 31, 2018, be used to determine the rate 

base in this case for OWC. Staff conducted a review of plant in service, depreciation reserve, 

Contributions in Aid of Construction ("CIAC"), CIAC amortization and other rate base items 

during its investigation in order to determine OWC's rate base as related to this case. Starrs 

starting point for determining rate base in this case was to analyze the actual rate base used in 

OWC's most recent rate case (Case Nos. WR-2009-0149 and SR-2009-0152), and then, using 

OWC's subsequent annual reports submitted to the Commission, to update the plant in service, 

depreciation reserve, CIAC and CIAC amortization values to December 31, 2018. The net book 

value of assets proposed to be purchased from OWC by OUOC as of December 31, 2018, as 

determined by Staff, is approximately $341 ,508. 

Since ReAeclie ns--wa54!11 unrsgul-ate&-'1','ater end se·Ner system, Steff is pFoposing Iha! the mnetml 

previded by OUOC in its Asset Veluatien Repert es ef December 31, 2018, be eoMiaere4-th&-flet 

beok 'ielue. Aeeordingl)', the depreoieted ·1alue ef the ReAeetions water and sewer assets es of 

Deoember 31. 2018 is £313.410:1 

1-Re~G-and-R.~~&fi:.feH~s-ferillfoffWHion-oi1ly,a1td-ref.1Nts 
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Depreciation 

The Engineering Analysis Department performed a review of the depreciation rates for water and 

sewer utility ass't:ts, plant-in-service, and the accumulated depreciation reserves for OWC. The 

Auditing Department used these depreciation rates in calculating the recommended rate base 

discussed above. 

Staff recommends that OUOC maintain the existing depreciation rates for the plant accounts that 

were previously ordered by the Commission for OWC. 

The depreciation rates arc included with this memorandum as Attachment I applying to water 

assets, and as Attachment I applying to sewer assets. Staff intends to review the depreciation 

schedules again when OUOC files for its first rate case. 

Request For ~cquisition Incentives 

Pursuant to Sections 386.040, 386.250, and 393.140, RSMo and Commission Rule 4 CSR 240-

10.085(2), OUOC requested a rate of return premium and a debit acquisition adjustment in 

conjunction with its acquisition of the Osage end Relleetions systems. Due to OWC being 

purchased out ofbankrnptcy court and presently being in receivership, Staff recommends OUOC 

be granted a debit acquisition premium, based on the purchase prioo-ef;U _ __ .u. for OWC 

Staff recommends that lhe acquisition premium be calculated based off the difference between the 

initial ofter made by OUOC (through its parent CS\VR) to acquire the Osage systems in the 

bankruptcy proceeding. OUOC was determined by the Trustee to be the Stalking Horse Purchaser. 

Through that arrangement, OUOC and the Trustee came to an agreement for OUOC to purchase 

the Osage systems for $465,000. Stairs opinion is that that amount reflecls a better representation 

ofOUOC's valuation of the assets and thus should be the basis for the acquisition premium. The 

actual purchase price. based on the auction conducled by the Trustee. may include a valuation by 

OUOC of the additional economic value of establishing a presence in the Lake of the Ozarks 11rca 

and thus should not be included in the acquisition premium calculation for the Osage assets.aoo 

~ee!ions eombined. The difference between the above initial agreed upon purchase price and 

omy-Sta~lillalion~n its review of !his ease. Ra~<!ffl1inati011-is-subj~~1 
~lions of other parties or lly addilional-tnklf!1iali01H101-availab~ufing-S1a~ 
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the rate base values for OWC aad Refleetiens discussed above as of December 31, 2018, resulls 

in an acquisition premium of, .. _____ **. The estimated annual increase to revenue 

requirement associated with the acquisition premium is approximately $~ 17,516. Staff does 

not recommend a rate of return premium be granted.8 If the Commission approves the acquisition 

premium, Staff recommends the Commission order OUOC to file a rate case no later than twenty

four (24) months after the effective date of an order approving OUOC's Application. 

Rate and Tariff Matters 

In its Application, OUOC states that it proposes to adopt existing tariff rules and rates for all of 

the OWC systems. 

Staff recommends that the Commission order OUOC file Tariff Adoption Notice tariff sheets for 

OW C's existing water tariff and sewer tariff within ten ( I 0) days after closing on the OWC assets, 

and that the Commission authorize OUOC to provide water and sewer service by the terms of 

OWC's tariffs on an interim basis until the effective date of such Adoption Notices. As noted 

above, Staff recommends voluntary deletion of certain OWC service areas. 

¥e~ens,--Ot:JG~pese5-ttH~lieatt6fl--!e--file-water-aAEHie\V1!-F-tflriffs similar t&ffie 

sample tariff templates that Stafl'has ereated, aad adept the e1Eistiag Refleotieas rates ef$25/moath 

for water aad $25/meath for sewer. He·Ne·i'er, as a simpler alternath·e, Staff reeo1mneads GUGC 

iaeer(:lernte Relleetioas iate tlie GWC water aas sewer tariffs le be asepted by GUGC. As sueh, 

StalTreeommeads the Cemmissioa orser GUGC submit Hew origiaal water tariff sheets ans sewer 

tariff sheets assiag the Relleotions legal sesoript ieH, ser.·ioe area map, rates, aas service charge 

sheet-4&-tl-!e-former G\1/C tariff within tea ( I 0) says alter the effeoti~·e Elate of a Commission-effitlf 

grantiag a CC~I te GUGC fer Relleotions. These tariff sheets must become effecth•e on or before 

Hte-ilote GUGC oleses en the assets. wilh em>esite!l apf:)roval ifHeeessary. 

Publicity and Customer Notice 

According to the OUOC, initial customer notifications were mailed during the week of March 11, 

8 OUOC did not request a specific rate of return adjustment or specific number of basis points in its application. 

[ Formatted: Not Highlight 
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2019. A sample letter was provided by OUOC, which advises customers that rates will not change 

as a result of this acquisition; however, the application states that the current rates do not reflect 

current costs and a rate increase will be necessary following substantial investment into repairs 

and upgrades of these water and wastewater systems. 

Customer Experience Department 

Customer service and billing functions will be outsourced to Nitor Billing Services, LLC. 

Customers will be able to contact OUOC by calling a toll free phone number. Personnel will be 

available Monday through Friday, 8 am to 5 pm, to answer customer inquiries by phone or email. 

A separate phone number and email address will be available 24 hours / 7 days a week for 

emergencies. 

Customer bills will be mailed the first week of each month in a postcard format and will be due by 

the end of each month. ReAeelions eustomer's waleH!Hd wash!waler ser.•iee is currently paid oul 

of Ike home owner's esseeietion fees, lmt will ee inlegFBted with O\l/C euslomefS-t¼Ad ReAeelions 

eustomers will begin lo reeeive sepamte eills for waler and v,•astewaler sen·iee once OUOC eegins 

operations. Current OWC customers will continue to receive monthly-metered bills~--Afl&-6t!rrent 

Renwi01¥.HlltStorners will continue lo receive mont-M-y-Aat-FB~ Available payment options 

will be mailing checks, money orders, or cashier's checks. Customers will also have the option of 

paying online by credit card, debit card, ore-check, and the option to set up auto-pay. 

OTHER ISSUES 

OUOC is a registered business in good standing with the Secretary of State's office, but is not yet 

operating as a regulated utility and has no obligations with the Commission regarding annual 

reports and annual assessment requirements. 

OWC is current on its water and sewer PSC assessment payments, is current on its annual reports, 

and is in good standing with the Secretary of State's office. 

STAFF RECOMMENDATION 

It is Starrs position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 
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Commission's issuance of a new CCN is in the public interest. OUOC's proposal to adopt the 

existing tariffs, rates and charges of OWC, as well as lo aeopt !he e,dsting mies el1BFgee to 

6t151e~n Reflections _as described herein are~ reasonable. Staff recommends OUOC be 

authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer tariff 

currently in effect for O\Ve,flew--wat-ef-a»e sewer tariff sheets for Refl ections prief-t&vles+ng-en 

tliose assets, and new blank tariff sheets to replace the appropriate maps and service area 

descriptions for the inactive service areas. OUOe should provide notice to the Commission of 

closing on the assets of owe ane ReAeetions, and status reports as necessary describing the status 

of closing on the assets. Staff therefore recommends approval of the transfer of assets of owe, 

transfers of the relevant CeNs, and issuance of a new CCN, with the conditions and actions 

described herein and more specifically delineated in the Executive Summary of this Memorandum. 
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SUBJECT: Recommendation of Approval of Application 

DATE: May24,2019 

EXECUTIVE SUMMARY 

On December 19, 2018, the Osage Utility Operating Company, Inc. (OUOC) filed its App/icatio11 

and Motion for Waiver (Application) with the Missouri Public Service Commission 

(Commission). OUOC seeks approval for Osage Water Company (OWC), a regulated water and 

sewer utility, to sell and transfer its water and sewer assets along with its Certificate of 

Convenience and Necessity (CCN) to OUOC. 

According to the Application, pursuant to Sections 386.040, 386.250 and 393.140 RSMo and 

Commission Rule 4 CSR 240-10.085(2), OUOC requests a rate of return premium and a debt 

acquisition adjustment in conjunction with its acquisition ofOWC. On February 19, 2019, OUOC 

submitted in this case an A111e11ded App/icatio11 for Convenience a11d Necessity (Amended 

Application). The Amended Application was submitted to " ... correct inaccuracies discovered 

after the filing of the original Application." 

Cedar Glen Condominium Owners Association, Lake Area Waste Water Association, Inc., 

Missouri Water Association, Inc., and Public Water Supply District No. 5 of Camden County have 

been granted intervention in this case by the Commission. No applications to intervene were 

denied. 

APPENDIX A 
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It is Staff's position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 

Commission's issuance of a new CCN is in the public interest. OUOC's proposal to adopt the 

existing tariffs, rates and charges of OWC as described herein is reasonable. Staff recommends 

OUOC be authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer 

tariff currently in effect for OWC, and new blank tariff sheets to replace the appropriate maps and 

service area descriptions for the inactive service areas discussed below. OUOC should provide 

notice to the Commission of closing on the assets of OWC, and status reports as necessary 

describing the status of closing on the assets. Staff therefore recommends approval of the transfer 

of assets ofOWC and transfers of the relevant CCNs, with the conditions and actions as outlined 

herein: 

I. Authorize OWC to sell and transfer utility assets to OUOC, and transfer the CCN's 

currently held by OWC to OUOC upon closing on any of the respective systems; 

2. Upon closing on each of the OWC water and sewer systems, authorize OWC to cease 

providing service, and authorize OUOC to begin providing service; 

3. Require OUOC to file Tariff Adoption Notice tariff sheets for the corresponding water and 

sewer tariffs of the regulated OWC systems within ten (10) days after closing on the OWC 

assets; 

4. Upon closing on each of the water and sewer systems, authorize OUOC to provide service 

by applying, on an interim basis, the existing rates, rules and regulations as outlined in 

OW C's water tariff and sewer tariff, until the effective date of respective adoption notice 

tariff sheets, as recommended above; 

5. Require OUOC to create and keep financial books and records for plant-in-service, 

revenues, and operating expenses (including invoices) in accordance with the NARUC 

Uniform System of Accounts; 

6. Require OUOC to, going forward, keep and make available for audit and review all 

invoices and documents pertaining to the capital costs of constrncting and installing the 

water and sewer utility assets; 



MO PSC Case No. WA-2019-0185 
Official Case File Memorandum 
May 24, 2019-Page 3 of21 Pages 

7. Approve depreciation rates for water and sewer utility plant accounts as described and 

shown herein; 

8. Require OUOC to distribute to all customers an informational brochure detailing the rights 

and responsibilities of the utility and its customers regarding its water service, consistent 

with the requirements of Commission Rule 4 CSR 240-13, within thirty (30) days afler the 

effective date of approval of a CCN by the Commission; 

9. Require OUOC to, within ninety (90) days of the effective date of a Commission order 

approving OUOC's Application, complete repairs to resolve the bypassing of treatment at 

any wastewater treatment system; 

I 0. Resolve all issues regarding noncompliance with Missouri Department of Natural 

Resources (DNR) regulations for all water and sewer systems; 

11. Require OUOC to provide adequate training for the correct application of rates and rules 

to all customer service representatives, including those employed by contractors, prior to 

the customers receiving their first bill from OUOC; 

12. Require OUOC to provide to the Customer Experience Department Staff a sample of ten 

( I 0) billing statements of bills issued to OWC customers within thirty (30) days of such 

billing; 

I 3. Require OUOC to file notice in this case once Stafrs recommendations regarding customer 

communications and billing, listed above, have been completed; and 

14. Require OUOC to file a rate case with the Commission no later than twenty-four (24) 

months after the effective date of an order approving OUOC's Application 

BACKGROUND OF owe 

OWC obtained a CCN in 1989 to operate as a water and sewer utility in Commission 

Case No. WM-89-73, which authorized a regulated utility named Oak Tres, Inc. to sell and transfer 

its assets to OWC. OWC subsequently filed a number of cases seeking additional service areas. 

On December I 0, 2002, the Commission issued a Report and Order 111 

Case No.WC-2003-0134, finding that Osage had been effectively abandoned by its owners, and that 

it was unable or unwilling to provide safe and adequate service to its customers. 



MO PSC Case No. WA-2019-0185 
Official Case File Memorandum 
May 24, 2019-Page 4 of21 Pages 

Since granting its original CCN, the Commission has granted OWC several additional CCNs as it 

acquired or constructed additional water and sewer systems. At present, OWC provides water and 

sewer services to four active water and sewer service areas: Cedar Glen, Chelsea Rose, Cimarron 

Bay and HWY KK. The HWY KK water service area consists only of the 

Eagle Woods subdivision; the sewer service area includes both Eagle Woods and Golden Glade. 

OWC also has six inactive I water service areas that Staff proposes to delete from the water tarift~ 

described fu1ther herein. These inactive service territories are Osage Beach South, Osage Beach 

North, Sunrise Beach South, Sunrise Beach North, Shawnee Bend, and Parkview Bay. 

At present, OWC provides water service to approximately 402 customers and sewer service to 

approximately 420 customers in Camden County, Missouri, according to the Application. Due to 

certain decisions by company management,2 failure to properly construct, and failure to properly 

maintain the water and sewer systems, there arc several compliance issues that need to be 

addressed. Some facilities are operating without permits from ONR; at least one wastewater 

treatment system is in such a state of disrepair that wastewater is bypassing treatment processes. 

(Bypassing means that partially treated or untreated wastewater is released from the system, 

endangering public health and the environment.) Varying degrees of immediate repairs and longer 

term capital improvements are necessary among the systems. 

OWC was placed into permanent receivership on October 21, 2005. 3 More recently, OWC filed 

for Chapter 11 bankruptcy and a bankruptcy trustee was appointed on October 26, 2017. 4 OW C's 

assets were liquidated by the bankruptcy trustee using a bidding procedure, with OUOC as the 

high bidder, resulting in this current case before the Commission. 

BACKGROUND OF OUOC 

OUOC was formed for the purpose of purchasing and operating the OWC systems. It is a wholly 

owned subsidiary of Central States Water Resources, Inc., which owns several other Commission 

1 Reinstatement of these service areas may be possible in the future ifOUOC files with an application with the 
Commission to serve these areas, including a plan to provide utility service. 
2 Sec the Report and Order in \VC-2003-0134 
3 Commission Case No. WC-2003-0134, and Circuit Court of Camden County, originally docketed as Case No. CV\02-965CC, now docketed as 
Case No. 26V010200965. 

4 United States Bm1krnptcy Court for the Western District of Missouri Central Division, Case No. 17-42759-drd 11. 
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approved utility companies in Missouri which arc providing safe and adequate service, and 

otherwise being properly operated in compliance with the law. 

STAFF'S INVESTIGATION 

Water and Sewer Systems 

Staff from the Water and Sewer Department inspected the condition of each water and sewer 

system, including its performance and compliance with drinking water and environmental 

regulations. Staffperfonned inspections ofOWC water and sewer systems in Camden County on 

February 5, 2019. Staff also reviewed information from DNR's records, including operating 

permits, inspections, notices of violations, sampling results and correspondence with the 

owner/operator via formal sunshine requests and through the DNR website. 

This memorandum provides system descriptions, Staff observations, DNR regulatory status, and 

OUOC's proposed system improvements of each facility. Included in OUOC's proposed 

improvements are OUOC's cost estimates for the proposed improvements. Staff considers 

OUOC's proposals as conceptual, and OUOC's cost estimates as preliminary. Staff has included 

these proposals and cost estimates in this memorandum only to inform the Commission, and their 

inclusion is in no way an indication of Stafrs support or adoption, Staff recommends that 

OUOC regularly update Staff on the design, construction, and startup of the improvements 

to the OWC systems. 

In its review of the systems Staff found some conflicting or missing information concerning DNR 

construction and operating permits and/or the ability for some existing wastewater systems to meet 

permitted effluent limits. Staff recommends OUOC work with DNR to resolve all DNR 

drinking water and wastewater permit concerns. 

OWC Systems 

OWC Cedar Glen Service Area 

Cedar Glen is a residential condominium community located in Camdenton, Camden County, 

Missouri. The Commission granted OWC a CCN to provide water and sewer service to the Cedar 

Glen service area on May 31, 1998, in Case No. WA-98-36. OWC is currently providing service 

through approximately 216 water connections and 216 sewer connections. 
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Description of the OWC Cedar Glen Water System 

The water system consists of a well house, one well, one submersible well pump, a master meter, 

a 35,000 gallon hydro-pneumatic pressure tank, piping and valves, and three unused 250-gallon 

bladder tanks. There is no treatment and no disinfection of the water. The source of water is a 

single well, Well #1, that was drilled in 1997 to a depth of665 feet with six-inch casing to a depth 

of 465 feet. The well is equipped with a 125 gallon per minute submersible pump set at a depth 

of 296 feet. 

OW C's Cedar Glen permit to dispense water to the public was last issued by DNR on August 23, 

2013. The DNR Public Water Supply Identification (PWSID) is MO3071205. DNR conducted 

an inspection of the Cedar Glen water system on August 24, 2017. At that time, Cedar Glen was 

found to be in compliance with the Safe Drinking Water Law. 

Staff observed caked dirt, algae, and mold on the exterior of the 35,000-gallon hydro-pneumatic 

tank. The well house has rotten framing and siding. Wiring and electrical panels are exposed and 

in some places, wiring is hanging or simply stapled to the walls. The submersible well pump 

pumps water directly to the 35,000 gallon hydropneumatic tank. 

Proposed Improvements to the OWC Cedar Glen Water System 

OUOC's proposed improvements for the water system include: installing a remote monitoring unit 

and magnetic flow meter, repairing the building, installing electrical wiring in conduit to eliminate 

electrical hazards, converting the hydro-pneumatic storage tank to ground storage with variable 

speed electric high service pumps (to increase storage capacity), power washing and cleaning the 

hydro-pneumatic tank, installing at least two flushing hydrants and at least live system valves in 

the distribution system, replacing all existing meters with remote shutoff meters, and installing 

new meters in units that are not presently metered. OUOC estimates the cost of these proposed 

improvements to be $377,750. 

Description of the OWC Cedar Glen Sewer System 

The sewer system consists of a gravity collection system, lift station, recirculating sand filter 

treatment facility with a central septic tank, in-ground sand litter, chlorination and dechlorination. 

Sludge from the septic tank is periodically removed and disposed on:site by a licensed contract 

sludge hauler. The system has a design capacity of approximately 25,728 gallons per day (gpd) 
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and an actual flow of approximately 6,600 gpd. 5 The collection system is composed mostly of 

PVC pipe. 

The OWC Cedar Glen wastewater treatment facility's Missouri State Operating Permit MO-

0120936 was last issued by DNR on June I, 2016, and expires on June 30, 2019. Based upon a 

letter to DNR dated June 8, 2018, from the contract operator for the system, Lake of the Ozarks 

Water & Sewer,, the current treatment plant will meet the ammonia limits and no new construction 

will be needed. A DNR sewer inspection report notes no unsatisfactory conditions. 

On September I, 2019 DNR terminated Cedar Glen's Operating Permit MO-0120936. The system 

is now operating under Missouri State Operating Permit MOGD00442. 

Staff observed that the sand filter consists of four beds, with surface signs such as staining, and 

rotten timbers on the northeast bed, possibly indicating integrity issues and some failed piping. 

Two of the eight filter pumps are non-operable. Further, OUOC informed Staff that the pumps at 

the lift stations have had difficulty handling large seasonal flows in the summer. 

Proposed Improvements to the OWC Cedar Glen Sewer System 

OUOC proposes to repair treatment piping as needed, replace the two inoperable filter pumps, 

clear trees from around the facility, install a moving bed bio-reactor (MBBR) as an additional 

component of treatment, add additional storage volume at each lilt station, and replace the lilt 

station pumps with newer, higher capacity units. OUOC estimates these proposed improvements 

cost approximately $281,950. 

Staff notes that the MBBR that OUOC proposes for additional treatment would primarily be used 

for additional ammonia removal. This proposal is inconsistent with statements made by the current 

operators of the system, Lake of the Ozarks Water and Sewer, in the July 8, 2018 letter noted above . . 

that the system meets effluent limitations without further upgrades. Staff understands that 

OUOC's proposal is preliminary, but further details and justification will be necessary if OUOC 

seeks inclusion of an MBBR upgrade in rates during the next rate case. 

5 Volume estimated in the DNR Operating Permit. 
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OWC Chelsea Rose Service Area 

Chelsea Rose is a residential subdivision, located in Sunrise Beach, Camden County, Missouri. 

The Commission granted OWC a CCN to provide water and sewer service to Chelsea Rose on 

October 2, 1992, in Case No. WA-92-141. OWC is currently providing service through 

approximately 42 water connections and 38 sewer connections. 

Description of the OWC Chelsea Rose Water System 

The water system consists of a well house, one well that is in service (Well #2), one submersible 

well pump producing 60 gallons per minute (gpm), a master meter and a 250-gallon bladder tank 

to maintain pressure on the system. According to DNR, Well #2 was drilled in 1999 to a depth of 

820 feet with six-inch steel casing to a depth of 550 feet. The well is equipped with a I 0-

horsepower 60 gpm submersible pump set at a depth of 399 feet. There is no treatment or 

disinfection of the water. There is another well, Well# I, along with some piping that is no longer 

connected to the water system. Well# I has not been properly "abandoned" and closed per DNR 

regulations. 

The system has operated without a permit to dispense water to the public for approximately I 0 

years, because the system was not constructed according to DNR approved plans and 

specifications. However, to facilitate the sale of OWC, on May 30, 2018, after the most recent 

DNR inspection, DNR issued a permit to dispense water to the public. The DNR PWSID number 

for the system is No. MO303 I 244. 

On April 2, 2018, DNR personnel performed an inspection of the Chelsea Rose water system, and 

On April I 9, 2018, DNR issued a report with violations that are summarized below: 

I. The Chelsea Rose water system, did not at the time have a Permit to Dispense Water to 

the Public as required by Safe Drinking Water Regulation IO CSR 60-3.0 I 0(2)(A). This 

system was referred to the Public Drinking Water Branch for enforcement previously; the 

ownership and receivership situation has hindered the issue. 

Once the ownership issues have been resolved, the new owner must complete and submit 

a new application for a permit to dispense and submit it with all required documentation, 

including a deed to the well propc1ty, to Missouri Department of Natural Resources. 
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2. The previous owners of the Chelsea Rose water system failed to constrnct the water 

system in accordance with approved plans and specifications in violation of Safe 

Drinking Water Regulation 10 CSR 60-10.010(4). The new owners will submit two 

copies each of engineering report, plans, and specifications along with an application for 

a new or revised construction permit to the Missouri Depaitment of Natural Resources. 

Staff observed that the well house roof and siding has deteriorated, and inside the well house there 

is exposed wiring. The 250-gallon bladder tank does not meet the DNR recommendation to 

provide 2,730 gallons of hydro-pneumatic storage. In general, the water system is substandard and 

was not constructed according to DNR approved plans and specifications. 

Proposed Improvements to the OWC Chelsea Rose Water System 

OUOC proposes to repair the functioning well house and wiring, install magnetic flow meter and 

remote monitoring, install a 3,000-gallon hydro-pneumatic tank, properly close the unused well, 

demolish the derelict well house and install three flush hydrants and valving in the distribution 

system. OUOC estimates the cost of these repairs at $143,100. However, Staff notes that OWC 

replaced the master water meter sometime after the DNR inspection on April 15, 2015, and it may 

not require replacement, as it may be suitable for continued service. 

Description of the OWC Chelsea Rose Sewer System 

The wastewater is treated by an extended aeration plant consisting of two aeration chambers, one 

clarifier, one aerobic sludge digester, and chlorination and dechlorination equipment. 

Chelsea Rose has a current DNR-issued Missouri State Operating Permit. On May 25, 2017, 

permit No. 1\10-0111104, was terminated by DNR and replaced with general operating permit No. 

l\1O-GD00275. The statement on page 4 of OUOC's Application that the Chelsea Rose sewer 

system does not appear to have an active permit to operate is inconsistent with Staffs investigation 

indicating the system does have a general operating permit. 

DNR provided no inspection reports in response to Staff's sunshine request. From October 

through December, 2014, the Chelsea Rose sewer system exceeded its effluent limitations for 

ammonia. 
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Staff observed that the access road to the system is washed out and there is significant water 

erosion around the system. The system is located in a wooded area, and there is a floating mat of 

fallen leaves and excessive sludge in the clarifier and aeration basins. There is evidence that sludge 

has overflowed the system. The treatment system is in a general stale of disrepair. The plant 

effluent pipe is broken, so the effluent does not reach the permitted discharge site, and the effluent 

is causing fmther erosion around the system. 

Proposed Improvements to the Chelsea Rose Sewer System 

OUOC proposes to regrade the access road, remove vegetation around the system, install a cover 

over the plant to prevent leaves from falling in (thus reducing additional organic load on the 

treatment system), convert the system to an integrated fixed film activated sludge (!FAS) system 

with flow equalization, and install a sludge pump and waste line along the access road to pump 

sludge to a paved road for offsite disposal. OUOC estimates a cost of$336, 175 for the proposed 

repairs and upgrades. 

OWC Cimarron Bay Service Arca 

The service area includes Cimarron Bay, a residential townhome subdivision, and Harbour Bay, a 

condominium community, located in Camden County, Missouri. These two developments arc 

served by one water system and one wastewater treatment system. Collectively, Cimarron Bay 

and Harbour Bay are referred to as the "Cimarron Bay" service area. The Commission granted 

OWC a CCN to provide water and sewer service in this service area on March 5, 1998, in Case 

No. WA-97-110. OWC is currently providing service through 110 residential water and 110 

residential wastewater connections. 

Description of the OWC Cimarron Bay Water System 

The water system consists of a well house, one well (Well #1), one submersible well pump, a 

master meter, a 35,000 gallon hydro-pneumatic pressure tank and a 119-gallon bladder tank. 

According to DNR, Well #I is a state-approved well that was drilled in 1995 to a depth of620 feet 

with six-inch casing to a depth of 450 feet. The submersible pump is set at 252 feet and is rated at 

50 gpm. There is no treatment or disinfection of the water. 

On August 23, 2013, OWC received from DNR a permit to dispense water to the public, permit 

No. MO 3031290. The most recent DNR inspection of the water system was on November 20, 
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2017. At that time, the Cimarron Bay water system was in compliance with the Missouri Safe 

Drinking Water Regulations. 

Staff observed that the well house has rotten siding and fascia boards, and the interior shows some 

water damage. Some of the equipment power is supplied through extension cords stapled to the 

well house wall. 

Proposed Improvements to the OWC Cimarron Bay Water System 

OUOC is proposing to repair and expand the well house, install a high service pump and convert 

the hydro-pneumatic tank to ground storage, install a magnetic flow meter and remote monitoring 

at the well house, and to install three flush hydrants, remote shutoff meters, and additional 

distribution system valves. The estimated cost for these proposed improvements is $238,863. 

Description of the OWC Cimarron Bay Sewer System 

The Cimarron Bay sewer system provides sewer service to approximately 110 customers. The 

sewer system consists of a recirculating sand filter facility with a central septic tank, chlorination 

and dechlorination. Sludge from the septic tank is periodically removed and disposed off-site by 

a licensed contract sludge hauler. The collection system is composed mostly of PVC pipe. The 

waste water is delivered by gravity to a lift station which pumps the wastewater to the treatment 

facility. 

Staff observed that the sand filter consists of three in-ground beds, although only two of the beds 

are in use. The visible portion of the walls of the sand filter are constructed of plywood, which has 

paitially rotted away leaving exposed piping. Some of the wastewater flows through the walls of 

the filter, resulting in partially treated wastewater bypassing the chlorination/dechlorination 

treatment step. Although unusual for a recirculating sand filter, Staff was informed by OUOC that 

the system had difficulty meeting its elllucnt limits in the winter due to reduced flows from 

seasonal fluctuations. 

On May 7, 2015, Lake of the Ozarks Water and Sewer Company, the contract operator of the 
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Cimarron Bay wastewater treatment system, sent a letter to DNR stating that the Cimarron Bay 

treatment system was able to meet final effluent limits for ammonia, and no further construction 

for the treatment of ammonia was needed. On June 14, 2017, the Cimarron Bay Missouri State 

Operating Permit, No. MO-OJ 10921, was terminated by DNR and replaced with general permit 

No. MO-GD00297. Therefore, the statement on page 5 of OUOC's application that the system 

does not appear to have an active permit to operate is inconsistent with Staffs investigation 

indicating that the system does have a general operating permit. 

DNR did not provide Staff with information relating to inspections of the Cimarron Bay 

wastewater system. 

Proposed Improvements to the OWC Cimarron Bay Sewer System 

OUOC proposes to abandon the sand filter facility, and convert the septic tank to an extended 

aeration facility supplemented by a new MBBR. OUOC also proposed installing remote 

monitoring at the lift stations. 

OWC Service Area KK - Eagle Woods (Water and Sewer) and Golden Glade (Sewer 

Only) 

Golden Glade is a residential development located in Camden County, Missouri. The Commission 

granted OWC a CCN to provide sewer service to Golden Glade on October 14, 1999, in Case 

No. SA-99-268. Eagle Woods Subdivision (Eagle Woods) is an adjacent residential development. 

The Commission granted OWC a CCN to provide both water and sewer service to Eagle Woods 

on Febrnary I 0, 2000, in Case No. WA-99-437. The water and sewer systems in this service area 

arc the subject of currently-pending formal complaints; Case Nos. WC-2014-0215 and SC-20 I 4-

0214. 

The formal complaints were filed by Summit Investments, LLC (Summit), the developer of Eagle 

Woods, against OWC on January 30, 2014. These formal complaints arc related to a case in the 

Circuit Court of Camden County between Summit and OWC, Case No. 11 CM-CC00 113. In these 

complaints, Summit alleges that OWC has failed and refused on repeated occasions to provide 

adequate water supply and sewage treatment capacity for water and sewer service to lots within 

its ce,tificated service area as the developer contracted for with OWC, thereby preventing Summit 

from developing and selling those lots. 
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In 1998, Summit began constructing Eagle Woods. The development of Eagle Woods was to occur 

through four phases. OWC, for the sum of $30,000, contracted to provide water and sewer 

service to Eagle Woods through all phases of construction. In accordance with the contract, 

Summit conveyed to OWC its ownership in all infrastructure, water well, pump and storage plant 

and equipment, real estate and associated easements, and all permits in its name for all the facilities 

supplying sewer and water services to Eagle Woods. 

OWC only partially completed the phased expansions of the water and sewer systems that 

served lots in both the Golden Glade and Eagle Woods subdivisions. OWC currently provides 

wastewater service to 23 Golden Glade lots and 33 Eagle Woods customers. However, because of 

the incomplete utility expansions, Summit has approximately 25 remaining lots in Eagle Woods 

that cannot be sold because new homes on those lots are not allowed to be connected to 

the water and sewer systems due to the lack of capacity. 

In addition to the abandonment finding by the Commission in Case No. WC-2003-0134 , the 

Commission issued a Report and Order on October 22, 2015, in the Summit formal complaint 

cases directing certain additional steps, which were not completed. On July 6, 2017, OWC filed a 

status report noting that it was in receivership and that it did not have the funding to make the 

necessary improvements. Per Staff Data Request No. 0019, once OUOC takes possession of the 

facilities, and completes the planned system improvements, both the water and wastewater 

treatment systems will be able to provide service to the additional 25 lots. 

Descriptiou of the KK - Eagle Woods Water System 

The water service area consists of the Eagle Woods subdivision, currently with 33 homes 

connected to the OWC water system. Golden Glade is not connected to the OWC water system 

and is not in OWC's service territory for ihe provision of waler. The Eagle \Voods water system 

consists of a single well, for which the production capacity is stated in OW C's annual report 

as 25 gpm; however, Staff was unable to verify production in the field. Because the well serving 

Eagle Woods was constructed as a 'non-community' well, it does not meet DNR construction 

standards for a public water supply. The well, therefore, does not have a permit to dispense 

water, and does not meet approval requirements by DNR for use with a public water supply; 

however, DNR is aware that it is being used as a temporary measure. The water system also 

utilizes two steel ground storage tanks of9,000 gallons storage volume, two high-service pumps, 
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two 175-gallon bladder tanks to maintain pressure, chlorine disinfection, and a master meter that 

measures water pumped into the distribution system from the storage tanks. The distribution 

system is reportedly two-inch (2") PVC, with meters for each customer. 

The well house is small for the amount of piping and equipment it stores. In the we! I house, 

Staff observed exposed and corroded wiring, corroded piping and fittings and other corrosion 

caused by chlorine being stored in the well house. The outside ground storage tanks are caked 

with dirt and mold. 

DNR Water Permit and Inspections of the KK - Eagle Woods Water System 

Although the water system has a DNR-issued Public Water Supply Identification number, DNR 

did not provide Staff with information regarding a permit to dispense water, or any DNR 

inspections of the water supply. 

Proposed Improvements to the KK- Eagle Woods Water System 

OUOe proposes to pressure wash and clean the ground storage tanks, repair the well house and 

electrical, and to install remote monitoring, a magnetic flow meter and variable frequency drive 

(VFD) booster pumps to improve pressure control and meet DNR recommendations. The hydro

pneumatic tanks would be decommissioned. OUOC estimates these proposed improvements to 

cost approximately $123,300. 

OWC KK - Eagle Woods and Golden Glade Sewer Service Area 

The sewer service area consists of both the Eagle Woods subdivision, currently with 33 customers, 

and the Golden Glade subdivision, currently with 23 customers, for a total of 56 owe sewer 

customers. The treatment facility in use, known as the Highway KK facility, is a recirculating 

sand filter type facility presently with permit design flow capacity of 13,875 gpd. The sand filter 

consists of two concrete walled beds. The collection system is what is sometimes called a 

"small diameter collecting sewer system." Sewage discharge from customers' homes first flows 

to multi-home septic tanks that are maintained by owe, which provides partial treatment and 

retains solids. Then the septic tank efnuent !lows by gravity through smaller pipes than those 

used by conventional gravity sewers to the treatment facility. Since the hilly terrain in the Eagle 

Woods p01tion of the service area necessitates pumping, OWC utilizes three lift stations. 
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Staff observed that the road to the system is washed out. The site is covered with discarded pipes, 

pumps, and trash from repairs and maintenance. Staff observed large cracks and signs of leakage 

on the sand filter's wall. Both beds have broken distribution piping. Some inlet piping is not !lilly 

connected and there is surface soil staining around this piping. Pipe supports are makeshift posts 

with rope ties. The chlorination chambers appear makeshift and of temporary construction. The 

chambers are choked with algae and plant growth. 

In an undated letter in 2018, the Hwy KK operating permit, No. MO-0113170, was terminated by 

DNR and replaced with general permit No. MO-OO00340. The statement on page 8 of OUOC's 

application that the system does not appear to have an active permit to operate is inconsistent with 

Staffs investigation indicating that the system docs have a general operating permit. 

In a letter dated November 4, 2014, DNR informed OWC that the treatment system exceeded the 

discharge limit for E.coli on June IO, 2014. In a letter dated May 7, 2015, Lake of the Ozarks 

Water and Sewer Company stated that the wastewater treatment plant was able to meet new 

proposed effluent limits for ammonia, and therefore no improvements were necessary. However, 

Staff notes that in a letter dated June 21, 2016, DNR informed OWC that the treatment system 

exceeded the limit for ammonia for the January to March 20 I 6 monitoring period. 

Staff notes that the treatment system failed to meet ammonia efiluent limits about a year after Lake 

of the Ozarks Water and Sewer Company notified DNR that the treatment system could meet the 

ammonia effluent limits. Therefore, improvements to the treatment system may be necessary. 

Proposed Improvements to the OWC KK - Eagle Woods and Golden Glade Sewer 

System 

OUOC proposes to: complete a smoke test of the collecting sewers; install manholes; upgrade one 

of the lift stations; regrade the access road and the site to improve access and reduce infiltration 

and inflow of storm water into the filter beds; replace and repair piping; install a moving bed 

bioreactor for additional treatment; replace the chlorination and dechlorination contact chambers; 

and remove trash and debris from the site. OUOC estimates a cost of$303, 175 for the repairs and 

upgrades. 

echnical, Managerial, and Financial Capacity and Tartan Energy Criteria 

In investigating most situations involving transfers of assets, or new CCNs involving regulated 
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water and/or sewer systems, Staff utilizes the concepts of technical, managerial and financial 

capacity (TMF), originally developed by the United States Environmental Protection Agency 

(EPA). Staff has reviewed and stated its position on TMF regarding each ofOUOC's affiliates in 

previous CCN and transfer of assets cases before the Commission. Staffs position on TMF 

remains positive regarding those affiliates, and similarly takes the position that OUOC has 

adequate TMF capability. 

When considering a request for a new CCN, the Commission applies criteria originally developed 

in a CCN case filed by the Tartan Energy Company and referred to now as the "Tartan criteria." 

The Tartan criteria contemplate I) need for service; 2) the utility's qualifications; 3) the utility's 

financial ability; 4) the feasibility of the proposal; and, 5) promotion of the public interest. For its 

reviews, Staff also considers whether or not other utility entities are available to provide similar 

service. Staff has studied these points as they relate to the situations and abilities involving new 

CCNs and several transfer cases pe1taining to OUOC's affiliates, which the Commission has 

approved. 

Staff is of the opinion that the criteria regarding TMF and the Tartan Energy criteria are all met. 

Inactive Service Areas 

In the course of filing its several CCN cases, OWC was granted authorization to provide water 

service by the Commission in some service areas in which either OWC never began providing 

service, or ceased providing service because the City of Osage Beach is now providing service to 

the involved customers. OUOC indicated verbally to Staff that it has no plans to provide service 

in these service areas. Staff thus recommends OUOC voluntarily delete the following service areas 

from the OWC water tariff and ask the Commission to recognize de-certification of these areas: 

• Osage Beach South (aka Pizza Hut or Mariner's Cove, along and off of old U.S. l lighway 

54) - water tariff Sheet Nos. 3A (map) and 4A (description). This was OWC's original 

service area granted in Case No. WM-89-73. The original sewer service area was 

previously deleted from OWC's sewer tariff after the City of Osage Beach assumed 

providing sewer service to customers sometime in the late 1990s using its own sewer 

system, and after OWC abandoned its sewer system. Within the past few years, the water 

service area and the water distribution system were both physically severed by construction 
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of the re-routed U.S. Highway 54, the City of Osage Beach began serving the remaining 

customers using its water system, and OWC abandoned its water system assets. OUOC 

has no plans to provide any water service in this area. 

• Osage Beach Not1h (Shoney's well and Consumers Market well, along and off of old U.S. 

Highway 54))- water Sheet Nos. 3B (map) and 4A description. CCN in Case No. WA-

94-132. Osage Beach took over providing water service to the OWC customers in this area 

using its water system, and OWC abandoned its water system assets. OUOC has no plans 

to provide any water service in this area. 

• Sunrise Beach North (commercial properties along Missouri Highway 5) - water Sheet 

Nos. 3C (map) and 4A (description). CCN in Case No. WA-92-141. OWC never 

constructed or acquired water system assets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Sunrise Beach South (commercial properties along Missouri llighway 5) - water Sheet 

Nos. 3D (map) and 4A (description). CCN in Case No. WA-92-141. OWC never 

constructed or acquired water system assets in this area, never began providing service to 

any customers in this area, and OUOC has no plans to begin providing water service in this 

area. 

• Shawnee Bend (Chimney Point area off of Missouri Highway MM)- water Sheet Nos. 3F 

(map) and 4B (description). CCN in Case No. WA-92-l4i. OWC never consiruded or 

acquired water system assets in this area, never began providing service to any customers 

in this area, and OUOC has no plans to begin providing water service in this area. 

• Parkview Bay (Park view Bay development off of old U.S. Highway 54)- water Sheet No. 

31 (map) and 4B (description). CCN in Case No. WA-98-236. Although OWC began steps 

to acquire an existing water system in this area and in fact had acquired a well that is no 

longer in service today, the City of Osage Beach ultimately began providing water service 
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in this area using its water system and still does so today. OUOC has no plans to begin 

providing water service in this area. 

Rate Base 

In regard to rate base valuation of the OUOC properties, Staff reviewed information provided by 

OUOC in response to Staffs data requests, its Application (including attached sale agreement 

documents), OUOC's work papers, as well as the effective tariffs and annual reports ofOWC. 

Staff is proposing that the net book value as of December 31, 2018, be used to determine the rate 

base in this case for OWC. Staff conducted a review of plant in service, depreciation reserve, 

Contributions in Aid of Construction ("CIAC"), CIAC amortization and other rate base items 

during its investigation in order to determine OWC's rate base as related to this case. Staffs 

slatting point for determining rate base in this case was to analyze the actual rate base used in 

OWC's most recent rate case (Case Nos. WR-2009-0149 and SR-2009-0152), and then, using 

OWC's subsequent annual reports submitted to the Commission, to update the plant in service, 

depreciation reserve, CIAC and CIAC amortization values to December 31, 2018. The net book 

value of assets proposed to be purchased from OWC by OUOC as of December 31, 2018, as 

determined by Staff, is approximately $341,508. 

Depreciation 

The Engineering Analysis Department performed a review of the depreciation rates for water and 

sewer utility assets, plant-in-service, and the accumulated depreciation reserves for OWC. The 

Auditing Department used these depreciation rates in calculating the recommended rate base 

discussed above. 

Staff recommends that OUOC maintain the existing depreciation rates for the plant accounts that 

were previously ordered by the Commission for OWC. 

The depreciation rates are included with this memorandum as Attachment I applying to water 

assets, and as Attachment I applying to sewer assets. Staff intends to review the depreciation 

schedules again when OUOC files for its first rate case. 

Request For Acquisition Incentives 

Pursuant to Sections 386.040, 386.250, and 393.140, RSMo and Commission Rule 4 CSR 240-
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10.085(2), OUOC requested a rate of return premium and a debit acquisition adjustment in 

conjunction with its acquisition of the Osage systems. Due to OWC being purchased out of 

bankruptcy court and presently being in receivership, Staff recommends OUOC be granted a debit 

acquisition premium. Staff recommends that the acquisition premium be calculated based off the 

difference between the initial offer made by OUOC (through its parent CSWR) to acquire the 

Osage systems in the bankruptcy proceeding. OUOC was determined by the Trustee to be the 

Stalking Horse Purchaser. Through that arrangement, OUOC and the Trustee came to an 

agreement for OUOC to purchase the Osage systems for $465,000. Staff's opinion is that that 

amount reflects a better representation of OUOC's valuation of the assets and thus should be the 

basis for the acquisition premium. The actual purchase price, based 011 the auction conducted by 

the Trustee, may include a valuation by OUOC of the additional economic value of establishing a 

presence in the Lake of the Ozarks area and thus should not be included in the acquisition premium 

calculation for the Osage assets .. The difference between the above initial agreed upon purchase 

price and the rate base values for OWC discussed above as of December 31, 2018, results in an 

acquisition premium of $123,492. The estimated annual increase to revenue requirement 

associated with the acquisition premium is approximately $17,516. Staff docs not recommend a 

rate of return premium be granted. 6 If the Commission approves the acquisition premium, Staff 

recommends the Commission order OUOC to file a rate case 110 later than twenty-four (24) months 

after the effective date of an order approving OUOC's Application. 

Rate and Tariff Matters 

In its Application, OUOC states that it proposes to adopt existing tariff rules and rates for all of 

the OWC systems. 

Staff recommends that the Commission order OUOC file Tariff Adoption Notice tariff sheets for 

OW C's existing water tariff and sewer tariff within ten (I 0) days after closing on the OWC assets, 

and that the Commission authorize OUOC to provide water and sewer service by the terms of 

OW C's tariffs 011 an interim basis until the effective date of such Adoption Notices. As noted 

above, Staff recommends voluntary deletion of certain OWC service areas. 

6 OUOC did not request a specific rate of return adjustment or specific number of basis points in its application. 
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Publicity and Customer Notice 

According to the OUOC, initial customer notifications were mailed during the week of March 11, 

2019. A sample letter was provided by OUOC, which advises customers that rates will not change 

as a result of this acquisition; however, the application states that the current rates do not reflect 

current costs and a rate increase will be necessary following substantial investment into repairs 

and upgrades of these water and wastewater systems. 

Customer Experience Department 

Customer service and billing functions will be outsourced to Nitor Billing Services, LLC. 

Customers will be able to contact OUOC by calling a toll free phone number. Personnel will be 

available Monday through Friday, 8 am to 5 pm, to answer customer inquiries by phone or email. 

A separate phone number and email address will be available 24 hours / 7 days a week for 

emergencies. 

Customer bills will be mailed the first week of each month in a postcard format and will be due by 

the end of each month. Current OWC customers will continue to receive monthly-metered bills. 

Available payment options will be mailing checks, money orders, or cashier's checks. Customers 

will also have the option of paying on line by credit card, debit card, ore-check, and the option to 

set up auto-pay. 

OTHER ISSUES 

OUOC is a registered business in good standing with the Secretary of State's office, but is not yet 

operating as a regulated utility and has no obligations with the Commission regarding annual 

reports and annual assessment requirements. 

OWC is current on its water and sewer PSC assessment payments, is current on its annual reports, 

and is in good standing with the Secretary of State's office. 

STAFF RECOMMENDATION 

It is Staffs position, based on its review as described herein, that the transfers of the specific utility 

assets as requested in the Application are not detrimental to the public interest, and the 

Commission's issuance of a new CCN is in the public interest. OUOC's proposal lo adopt the 

existing tariffs, rates and charges of OWC as described herein is reasonable. Staff recommends 

OUOC be authorized and ordered to file adoption notice tariff sheets for the water tariff and sewer 
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tariff currently in effect for OWC, and new blank tariff sheets to replace the appropriate maps and 

service area descriptions for the inactive service areas. OUOC should provide notice to the 

Commission of closing on the assets of OWC, and status reports as necessary describing the status 

of closing on the assets. Staff therefore recommends approval of the transfer of assets of OWC, 

transfers of the relevant CCNs, and issuance of a new CCN, with the conditions and actions 

described herein and more specifically delineated in the Executive Summary of this Memorandum. 
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