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May 21, 2003

Mr. Joe Tobben, President

TBJ Sewer System, Inc.

5686 Gildehaus Road

Villa Ridge, MO 63089

RE:
MO PSC Case No. SA-2003-0189

Dear Mr. Tobben:

I am writing as a follow-up to a telephone conversation that you, Jim Merciel and I had a couple of weeks ago regarding the above-referenced case.  During that conversation we discussed the Staff's memorandum and related worksheets that the Staff filed in the case on April 25, 2003.  Specifically, we discussed the Staff's proposed requirements and conditions for approval of the Company's application for expansion of its certificated service area, as such were set out in the Staff's memorandum, and in the notes and footnotes on the Staff's worksheets.

Based upon the above-referenced telephone conversation, it is my understanding that you are in agreement with the Staff's proposed requirements and conditions, including certain assumptions upon which the Staff's proposed rates for the two new systems are based, and the Staff's proposed rates and charges for the two new systems.  Of particular note is your understanding of and agreement with the following items, which comprise some but not all of the Staff's requirements and conditions for granting approval of the requested service area expansion.

1.
That the rate for the Bourbeuse River Area will be set at $27.87/customer/month.

2.
That the CIAC Charge for the Bourbeuse River Area will be $3,900/customer.

3.
That the Bourbeuse River Area project will not be undertaken unless the Company obtains commitments from 24 of the 34 prospective customers that they will take service when it becomes available.

Appendix A

4.
That the rate for the Oak Hollow Area will be set at $23.99/customer.

5.
That the developer of the Oak Hollow subdivision will contribute the collecting sewers and related easements for the Oak Hollow area to the Company, and as a result there will be no CIAC charge for customers located within the subdivision.

6.
That the developer of the Oak Hollow subdivision will contribute an adequate plot of land to the Company, upon which the treatment facility will be built.

7.
That the developer's contribution of the Oak Hollow Area's collecting sewers and related easements and the land upon which the treatment plant will be built will be properly recorded with the County Recorder of Deeds, so that it is clear for title purposes that such personal, real and mixed property are the property of the Company.

8.
That for customers located outside of the Oak Hollow subdivision, but which will be served by the Oak Hollow treatment facility and collecting sewers, there will be a CIAC charge of $2,200/customer that will be refunded to the developer of the subdivision as an offset to the cost of the collecting system.

9.
That the customer rates set in the instant case for the two new service areas will not be subject to change until such time that the customer numbers in each area exceed the customer numbers used to calculate the rates being set in this case, unless extraordinary and unforeseen circumstances occur.

In addition to the above, please note that the Staff will include in its final recommendation a recommendation that the Commission authorize the Company to pledge its assets as collateral for the new loan that the Company will be obtaining for the purpose of carrying out the subject projects.  Although this was not requested in the Company's application, it is a matter that needs to be dealt with at this time.

Please respond to this letter at your earliest convenience, confirming your agreement with the Staff's proposed requirements and conditions, including the assumptions upon which the Staff's proposed rates for the two new systems are based, and the Staff's proposed rates and charges for the two new systems.  Once I have received that response, the Staff will file its final recommendation in the case, recommending that the Commission grant the Company's request for the expansion of its service area consistent with the Staff's proposed requirements and conditions.

Please contact me at 573/751-7074, or Jim Merciel at 573/751-3027, if you have any further questions regarding the Staff's April 25 memorandum and worksheets, and/or the matters discussed in this letter.

Sincerely,

/s/  Dale W. Johansen

Dale W. Johansen – Manager

Water and Sewer Department

Copies:
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M. Ruth O'Neill – Office of the Public Counsel

Randy Hubbs – PSC Staff


Cliff Snodgrass – PSC Staff Counsel
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