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TO: Missouri Public Service Commission Official Case File
Case No. SA-2002-404 (west expansion)
Timber Creek Sewer Company

FROM: Dale Johansen- Project Coordinator
Jim Merciel — Water and Sewer Department
Bill Harris — Accounting Dept.
Jolie Mathis — Engineering & Management Services Dept.
Martin Hummel — Water & Sewer Dept.

g%f@ Dt 2 P S 7090

(" Project Chordinator/Date % | Counsel's Office/Date
SUBJECT: Staff's Recommendation for Granting a Certificate of Convenience and
Necessity
DATE: July 24, 2001

Background

On March 4, 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 west of and contiguous with their current service area immediately
south of Platte City in Platte County, Missouri.

On March 8, 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 March 28, 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 toTCS’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 one area south of Platte City.
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Staff’s Investigation

As noted at the beginning of this memorandum, Staff members from the Accounting,
Engineering & Management Services, 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 appropriatenesss of the proposed customer rates for the system, the
applicability of the Company’s existing depreciation rates to 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.

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 also be
used for the proposed additional area.

The Company’s depreciation accrual rates have not been formally approved by the
Commission in any previous case. The depreciation accrual rates proposed on the
attached schedule are common to most of the other PSC regulated sewer companies.

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 a
written description of the south service area (Area 2). 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.

As result of its investigation, the Staff believes that a need for the proposed service for
an expanded service area exists, and the public convenience and necessity would be
served by the granting of such an expanded area. The Staff has suggested and TCS
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has agreed to a small decrease to the additional area as proposed in the application.
The modified service area is as follows:

all of sections 11, 12, 14, and 23 Township 52 North , Range 35
West lying east of the Platte River.

Based on its investigation and its familiarity with TCS and the existing utility operation,
the Staff believes that TCS has the technical, managerial and financial capacities
necessary to provide the proposed service.

On July 18, 2002, the Staff sent a letter summarizing its position on the Application to
TCS and requested a written response regarding TCS's agreement with the Staff's
proposed recommendations. A copy of the letter is included as Attachment 1. The Staff
also sent a copy of this July 18, 2002 letter to the Office of the Public Counsel (OPC).

Responses to Staff’'s Proposals

On July 22, 2002, the Staff received a letter stating the Company's agreement with the
Staff's proposed recommendations, which includes its agreement to the modification of
the proposed service area. A copy of this letter is included as Attachment 2. As of the
date of this Memorandum, the OPC has not yet responded either in favor of or in
opposition to the proposals as agreed between TCS and 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 modified service area
as described herein to be effective concurrent with the filing and approval of the
appropriate tariff sheets.

2. Directs TCS to submit appropriate sewer tariff sheets to revise its map and 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;
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4. Approves the attached depreciation schedule for TCS;

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

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.

List of Attachments:
Attachment 1 — Staff's July 18, 2002 Letter to TCS
Attachment 2 — TCS’s Letter to Staff (received July 22, 2002)
Attachment 3 — Depreciation Schedule
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Mr. Martin Hummel

Missouri Public Service Commission
Post Office Box 360

Jefferson City, Missouri 65102

Re: Case No.SA-2002-404, Application for Sewer
Certificate(west expansion)

Dear Mr. Hummel:

This is response to your letter received by Fax dated July
18, 2002 with reference to the above referenced case.

We have reviewed the contents of your letter and agree with
your recommendations for approval of this Case.

As discussed in our telephone conversation today we will not
file an amendment to our original application changing the
service area map and the legal description. As you suggested
once the order has been issued approving the new service area
we will change our tariff page to show the correct area and
legal description as approved by the Commission.

We hope this will allow you to move forward with the staff's
report to the commission on this case.

If you have any additional questions please let me know.
Sincerely,

Willis C. Sherry

President

cc: Jeremiah D. Finnegan

Attachment 1
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Timber Creek Sewer Company
1820 C Prairie View Road
P.O. Box 511

Platte City, MO 64079

RE: Case No.SA-2002- 404, Application for Sewer Service Certificate (west expansion)

Dear Mr. Sherry:

The purpose of this letter is to present to you the Staff’s position on the Application by Timber
Creek Sewer Company (TCS) for a Certificate of Convenience and Necessity for the provision of
sewer service to the area west of its current area south of Platte City, Mo.

The Staff is agreeable to the use of the current flat rate of $16.50 per month.

At such time as individual customer water usage is readily available, rates using wintertime water
usage data should be instituted.

The $ 16.50/month rate is expected to support a ratebase of $690 per customer as investment in
the treatment facility, with the balance being contributed by the developers and homebuilders

through the existing $1000 CIAC charge in the tariff.

As discussed with the Staff, TCS should keep a close eye on actual costs as construction and
development proceeds. If necessary request a rate review as soon as actual cost show the need. If
such evaluation shows that an increase the CIAC is needed in order to prevent too large an
increase in plant investment per customer, then TCS should request a CIAC increase in the short

term, while there is still significant customer growth potential.

The Staff believes that the service area requested should be revised to exclude most of the flood
plain and to more closely reflect the area where there is a need for service accompanied by actual
planning to provide service. This would be accomplished by using the west section line of
sections 11,14, and 23 instead of the Platte River as the west boundary; and, using the north
section line of sections 11 and 12 as the north boundary of the service area expansion. It is the
Staffs understanding that there are no customers outside the thus revised service area requesting

service.

Informed Consumers, Quality Utility Services, and a Dedicated Organization for Missourians in the 21st Centurv

Attachment 2 - 1
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to file appropriate tariff sheets to add the new service area description, and the map. I believe it
would be preferable to rewrite the “Area 2” description to make it include the expansion, which
would then include all of sections 11, 12, 14, and 23 lying east of the Platte River.

Please note the attached depreciation schedule. Apparently, TCS has never had depreciation rates
formally approved by Commission. The attached schedule shows the depreciation rates the Staff
will recommend for Timber Creek Sewer Company.

Our proposed recommendations on this case are:

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

The attached depreciation schedule be approved for TCS;

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

The service area be expanded to include all of sections 11, 12, 14, and 23 lying east
of the Platte River; and,

That a Certificate of Convenience and Necessity be approved to be effective
concurrent with the filing and approval of the appropriate tariff sheets.

If you agree with the proposed recommendations and conditions as set forth in this letter, CRW
should send written acknowledgment.

Sincerely,

Wt el

Martin Hummel
Water and Sewer Department

cc: Ruth O’Neill, Office of Public Counsel
Bill Harris, PSC-K.C. Office

attachment

Attachment 2 - 2
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DEPRECIATION RATES
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Description of Account
Structures & Improvements

Collection Sewers (Force)
Collection Sewers (Gravity)
Services to Customers
Flow Measurement Devices

Receiving Wells & Pump Pits
Pumping Equipment

Oxidation Lagoons

Treatment & Disposal Facilities
Plant Sewers

Outfall Sewers

Office Furniture & Equipment
Office Computer Equipment
Transportation Equipment
Other General Equipment
Tools, Shop, Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment

Annual Rate
2.5%

2.0%
2.0%
2.0%
3.3%

4.0%
10.0%
4.0%
5.0%
2.5%
2.0%

5.0%
14.3%
12.5%

4.0%

5.0%

5.0%

6.7%

6.7%
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