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SUBJECT:
Staff’s Recommendation for Approval of an Application

for a Certificate of Convenience and Necessity

DATE:


August 8, 2002

Background

On May 9, 2002, Timber Creek Sewer Company (TCS or Company) filed an Application for a Certificate of Convenience and Necessity (Certificate) to provide sewer service to an area east of and contiguous with their current service area east of Platte City in Platte County, Missouri.

On May 23, 2002, the Commission issued its Order and Notice regarding the Company’s Application.  The Order and Notice directed the Commission’s Records Department and Information Office to send out public notice regarding the Application and also established a deadline of June 12, 2002 for interested parties to submit requests to intervene in the case.  No requests to intervene in the case were submitted to the Commission.

TCS was incorporated in September 1994 and was granted a certificate to provide sewer service in its first service area in Case No. SA-95-110 on May 18, 1995.  Additional areas have been added to TCS’s certificated service area in subsequent cases.  The Company’s existing service areas are in Platte County, with one area east of Platte City and a separate area south of Platte City.

Staff’s Investigation
As noted at the beginning of this Memorandum, Staff members from the Accounting, and Water & Sewer Departments participated in the Staff’s review of the subject Application.  All Staff participants, as well as their up-line supervisors, were afforded the opportunity to review and comment on this Memorandum prior to it being filed.  Martin Hummel of the Water & Sewer Department created the initial draft of this Memorandum and comments received from the reviewers were incorporated therein for creation of this final version of the Memorandum.

Items reviewed during the Staff’s investigation of TCS’s Application included the Company’s overall plans for providing service to the area, the need for TCS’s proposed service, the appropriateness of the proposed customer rates for the system, and the Company’s technical, managerial and financial capacities.

Martin Hummel and Bill Harris made a field visit to TCS’s office and treatment facilities.  Mr. Harris obtained and reviewed financial records and Mr. Hummel reviewed the operations of the collection system and treatment facilities.  This work was done primarily in conjunction with another case the Company presently has pending before the Commission, Case No. SA-2002-404, in which an expansion of the Company’s south service area is being requested.  At the same time, however, the Staff visited TCS’s east service area and TCS’s proposed east expansion.

The proposed east expansion is a relatively small addition of service area and customers to TCS’s overall operation.  The immediate need is for service to approximately 15 homes in what is known as the Summerset subdivision.  Existing homes currently have onsite wastewater treatment, but the homeowners association has endeavored to construct a central sewer system, and has arranged with the Company for this proposed expansion so that their residents may receive retail sewer service.  The association will construct a pressure type collecting sewer, and intends to assume maintenance of the individual grinder lift pumps needed to pump sewage from each residence.  TCS will assume maintenance of the sewer main.  Also, there are an additional 13 vacant lots that will become usable when a central sewer system becomes available.  TCS’s current treatment facilities near Summerset can accommodate this need.  Additional future residential construction is anticipated per discussions between TCS and developers in the proposed area.  At the time such additional need develops, plans are for those developers to pay for the expansion of treatment capacity.

Staff’s Findings and Conclusions
As is proposed in the subject Application, the Staff believes that the Company’s existing $16.50 per month rate, which was approved for its current service areas, should be used for the proposed additional area.  Additionally, the Staff believes the Company's currently approved depreciation accrual rates should apply to the facilities used to supply service to the proposed area.

Subsequent to the Commission granting TCS a Certificate for the proposed service area, TCS will need to amend its existing tariff by filing revised tariff sheets with the Commission for its approval.  The new tariff sheets will need to revise the map and the written description of the east service area (Area 1).  The Company’s existing customer rates are proposed to apply to their entire service area and thus no tariff revision with regard to rates for service will be necessary.

Based upon its investigation and its familiarity with TCS and the Company's existing utility operations, the Staff believes that TCS has the technical, managerial and financial capacities necessary to provide the proposed service, and further believes that the granting of the requested Certificate is necessary or convenient for the public service.

The Office of the Public Counsel has not yet expressed a position in favor of or in opposition to this case to the Staff. 

Staff's Recommendations

Based upon the above, the Staff recommends that the Commission issue an order that:

1.

Grants a Certificate of Convenience and Necessity for the service area requested in the Company's Application, with the Certificate to be effective concurrent with the approval of the appropriate revised tariff sheets;

2.

Directs TCS to submit appropriate sewer tariff sheets to revise its map and service area description, within 30 days after the date the Commission issues its order granting the Certificate, with the tariff sheets to bear an effective date that is at least 30 days from the date the tariff sheets are submitted to the Commission;

3.

Directs TCS to continue to keep its books and records according to the Uniform System of Accounts;

4.

Approves the use of TCS’s existing flat rate of $16.50/month, existing CIAC charges, other service charges and existing rules (tariff) for the added service area;

5.

Directs TCS to apply its currently approved depreciation accrual rates to the facilities that will be used to supply service to the proposed service area; and

6.

Makes no finding that would preclude the Commission from considering the ratemaking treatment to be afforded any matters pertaining to the granting of the requested Certificate, including future expenditures by TCS, in any later proceeding.

The Water & Sewer Department Staff will file a further recommendation regarding approval of the tariff sheets that TCS will be submitting in accordance with the Commission’s order granting the Certificate.  This case should thus remain open for consideration of those tariff sheets and the Staff’s recommendation thereon.
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