SCHEDULE 1
TO

LAKE REGION WATER & SEWER CO.’S RESPONSE TO
STAFF’S JUNE 7,2010 REPLY



Table 1
POUR SFASOHS LAYESITES VATER AN SEWFR COMPANY

RATE SCHETULFS

Rate Schedule -1 General Service Metered
Pirat 3000 gallens or less per month $5.00
Additienal water 40,50 per thousand gallons
Minirum Per Customer Minirum Monthlv Charre
Bize of Meter )
/U inch 5.00
1 inch 7.50
2 inch 15,00
3 inch . 30.00
4 4nch 60.00
Rate Shcedule V-2 . General Service Urmetcred

Flat rate of $5.00 per month
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« Egtimated Initial Urility le_tg_mm
e QAT WNTT PRICE

2" P.V.C. pipw 11,850 L.F. se.82
2 /2" P.V.C. plps 2,150 L.F. .40
3" P.V.C. pipe 6,750 L.F. 1.02
4" P.V.C. pipe 7,160 L.¥. 1.2
8" P.V.C. pipe 18,310 L.F. 1.80
" C.I.P. pipe 88 LT, _4.50
TOTAL PIPE 86,208 L.F.

™ G.V. 12 es. 953,00
z 2" e.v. 3 aa. 78,00
" 6.V, 8 ea. 75.00
4 GV, 8 ea. 89,00
6" 8.V, 19 ea. 107.00
TOTAL VALVES

AARV 1N ea.’ §118.00
2" 8.0, 2 ea. 50.00
W B.O. 7 ea. 105.00
3/4" servica 12 ea. 24,60
1" service 143 ea. 4y 00
1" gervice lina 2,000 L.¥. .-82
3/ gervice line 40D L.F. .82
Concrete enclosure 5y 50.00
Grapylar backfill 13,000 T 4.00
Highway crosaing 1 ea. 700,00

Total appurtenance

Total distribution systum 6 appurtenapce

Woll and pump
Starage tank

Total supply and storage

" Total distribution, supply and storege

Engineering 6%

Construction interast 8% on 90,000 for ohoe yesr

mntinponcios 5%

Organization and legal

land and R./M.

" Total estimated plant investment

Tabia 2
TUTAY
$ 9,717

1,938
G.888
8,804
92,958
o)

e —

$60,542

é 08
238 -
us0
528

XYY

$ 3,953

81,298
1,480
738
208
6,292
1,810
328
250
52,000
2w
§ 65,171
$129,666

$ 26,000

22,000
£ 48,000
' 8187 666

$ 11,260

7,200

9,383,

5,000

2,500

—
§ 35,33

§223,009

e
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X DISCUSSION OF THE ANALYSIS:

This water system ie unugual in thaet it will derive the major

portion of ita revenue from availability contracts from customers

in the sexvice ares. The revenue from ragulated rates in relation to

total revenue varies from approximately 30% in the first year to
20% in the sixth year. While the availability charye revenuwe ig
based on contracts with the property owners and provisions for the
availability charges in the restrictive covenants on the property.

the collection records of thesa charges is difficult to estimate

reliably. Intereat rates, in general, are in a great state of flux.

An inteyest rate of 10% has been used in these projections, This

combined with the lack of a track record on a new aystem based

largely on revenue from availability contracts make it quite difficult
to predict an interest rate that would be available in the open money
market. However, the owner of the water company, the Chase Park Plaza
Hoted, has substantial assets and would be capuble of securing oxr
guaranting the debt for the water company. Table 8 of the analysis
indicates that even at a 64.5% debt to net cost rate base leverage
ratio. and a return of 10.7% of net operating income to net cost rate

baere, an 11.2% return of net income to net eqQuity will result, using

an inteyest rate of 10% on debt.

_ Schedule 1
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@ ®
S8ince this iz a new gystem, and none of ita long term debt conmiats
of any carry ovef from the dayas of 5% to 6% interest rates, the effect
of the cufrent high interest rates is accentuated, in the return to
eguity fiqures. Traditional guidelinas for the return of net operating
income to net cost rate base must be re-evaluated, in light of the
inecraased cost of debt. Return of total net income to investors
quity must be sufficient to attract capital to pay a fair and

aguitable return to the investor.

XX CONCLUSION-

There are already 24 homes under construction or completed in
the proposed service area, along with the Lodge of the Four Seasons.
The source of supply is adequate to service the projected growth of
the mervice area. The devéloper has obtained user agreements with
the property owner in the development for an availability charge
when the system is constructed and .a regulated rate when they build.

Based on our findings, as reflected in the tables and exhibits

of this report, the project is feasible from both an engineering and

economic standpoint,

-

Schedule 1
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FOUR SEASONS LAKESITES WATER AND SEWER COMPANY
- : BALANCE SHEET
OCTOBER 31, 1973

ASSETS AND OTHER DEBITS

N " WATER PIFE- AND VALVES $85, 159
. ) OTHER DISTRIBUTION SYSTEMS
AND APPURTENANCES $1,354
WATER SUPPLY AND STORAGE - 57,2'0'*
ENGINEERING 11,438
ORGANL ZATION AND LEGAL 3,05%
LAND AND RIGHT OF WAY . 13‘000
TOTAL UTILITY PLANT $237, 245
QURRENT ASSETS
. CASH $ 143
ACCOUNTS RECEIVABLE 53

TOTAL CURRENT ASSETS 196
- 5257 ;§§1:

.

LIABILITIES AND OTHER CREDITS
PROPRIETARY_CAPITAL

COMMON STOCK $150, 000
LONG TE™M DEST

NOTES PAYABLE ‘ $16,200
ADVANCES FROM ASSOCIATED COMPANIES 69,054
TOTAL LONG TERM DEBY 85,254
CURRENT AND ACCRUED LIABILITIES .
ACCOUNTS PAYABLE - TRADE 2,187
$2 Lty
Schedule 1
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BEFORE THE PUBLIC SERVICE COMMISSION

OF TuR STATE OF MISSOURL

CASE NO. 17,954

In the mattey of the application

of Four Seasons lake Sites Water
and Sewer Company for a Certificate
of Public Convenience and Necesgity
to constriact, operate and maiptain
an intragiste water sveitem.

e e o A, €Iy TL M dmad

APPEARANCES: Errscl . Tayloxr, Attorney at Law,
ltz, Litvak, Thackexy, Utz & Taylor,
1208 Corby Building, St. Joseph,
Missouri 6450). for the Applicant.

Paul W. Phillips, Assistant General
flounsel, Missouri Public Service
Commission, Jeffersonp Statc Office
Building, Jefferson City, Missouri
65101, for the Commission and the
Public. '

REPORT AN{D ORDER

By application £iled Novsmber 14, 19873, Four Seasons
ake Sites Wataer and Sewor Company seeks authority from this
‘ommissiorn to construcst, install, operate and maintain a water
iystem and supply and render water service tec the public in a
ortion of & described, unincorporated area known as Land of
he Fifth Season, a private planned recreational-resort com-
wnity bsing doveloped on Horseshos Bend, un Lake Ozarks,
‘amden County, Missouri.

After due notice to all interested parties, the
attwr was heard on Novemwber 30, 1973, jin the Commission's
earing room on the tenth floor of the Jeflerson State Office

uilding, Jeffersan City, Missouri.

Findings of Fact

The Missouri Public Service Commission, having con-

iderxed al)l of the competent and substantial evidence upon the

hole receord, makes the following findings of fact: Schedule 1
’ ‘e i - ) Page 13 of 23



The Ap»2licant is a corxporation duly organized and
existing under and by virtue of the laws of the State of
Missouri with Lts principal offirce apd place of business
at Horseshoe Bend, Lake Ozarks, Camden County., Missouxi.

Land of the Fifth Beason is a privately planned
recrxestional-resort community presently being developed on
Horszeghoe Bend, on Lake of the Ozarks, Camden County. Missouri.
The project at ulvimate development, will encompsss approx-—
imately 5100 dwelling units. Included in the commupity will
be a central recreation complex with a clubhouse, swimming
pool, tennis courts, a marina beach and boat Jock facilities
and an eighteen hole chawpionaship golf course. plso, located
in the development is the Lodge of the Four Seasons, a 230
room luxury resort hotel, and its ancillary facilities.
Addivional resort hotels end light commercial uses are also
anticipated in thz mastexr plan for the development. Ko
industrial development is contemplated.

A map has been filed with the Commission showing
the boundaries of said development for which Applicant seeks
a certificate of convanience and neCessity.-

There ara not any other water companies under the
jurisdicrion of the Commission now being operated or rendering
servisn within the area proposged to be sexviced.

The area proposed to be servaed cenaists ¢of specific
Jlots which are located within the Land of the Fifth Season
development. Approximately 1500 of these lots have been sold
and there are homes under construction or completed in the
initial develapment area. The vacant and undeveloped lots
which have been purchased will, until improved with housaa,
be utilized by the ownere ip conjunztion with other facilities

offerrl in the subdivision and, therefore, it is nacessary

Schedule 1
Page 14 of 23




that a water distribution system be constructed to provide
adequate water service for the lot owners and propcsed
customers in the Land of the Fifth Seacon, Lake of the
Ozarks, Camden County, Missouri, x resort development.

All necessary financial exhibits, anginearing
syrveys, plans and specifications of the project, tegether
with the feesibility study, showing all necesgary data and
information and meeting all applicable requirements of the
Commission have been furnished and filed with the Commission.
The Cowpany has filed with the Commission copies of all docu-
ments mntered into between purchasers of property within the
development and the present owners, which documents include a
sewer and watsy agreement that provides f{or an availability
charge, as Jefined within sueh agreement.

The proposed rates and charges far rendering of
the water serviceg¢ proposed have been Furnished.

The rates proposed included metered and unmatersd
service. The Rates and Services Department of the Commimaion
presented testimony that it is t!» staff's opinion that new
water systems should be established to provide metered
servizy to all customers. Previcus experience with flat-rate
systems has shown the staff that such systems can be dis-
criminatory, wasteful of water, and often must be later
converted to metered service to maintain the financial
stability of the utility.

Thare is now and wjill be in the future a continuing
public need for adeguate water service within the area proposad
to L served and the public convenience and necessity will be

promoted Ly the granting to the Applicant the authority raguired.

Schedule 1
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There are not ony municipalities or water districts
located within the proposed ares and not any other method or
means to provide water service to the proposed area other than

as proposed by the Applicant.
CDHCIU$i0££

The Misspuri Public Service Commission has arrived at
the fnllowing con¢lusions:

thig Commission is empovared to grant a water ccrpo-
ration autherity to operate pursuant to Section 393.170 RSMo 1969,
as amended.

The Tomuission concludes that public conveniance and
necessity would be promoted by authorizing the Four Seasons Lake
Sites Water and Sewer Company, to build, construct, operate and
maintain a water distribution system and all other facilities
for the pugrposs of furnishing water service in the proposed area.

1t ig, therefore,

ORDERED: 1. That Four Seasons [ake Sitss Water
and Sower Company be, and it is, hereby granted a gertificate
of convenicuce and necegsgity to build, construct, operate
and maintain 2 water distribution system and all other
faciliries for the purpogse of furnishing water service
to thg publiec in the area in the Land of the Fifth Season,

Lake of the QOzarks, Camden County, Migsouri, described as
follmwyg, ond a8 depicted in Applicant's Exhibits 3 and 4:

M tract of land in sections 16, 17, 20, 11, 27,

28, and 29, Township 40 Noxth, Range l6 Wesmt,

camden (ounty described as Fullows: Lota 1

throuah 223 inclusive, lots 258 thru 468 /

g lusive, except lots 365, 3166 and 367,

in Kay's Point No. 1, a subdivision, recorded

on paide 57, in book 12. Lotz 469 thru 638

inclusive, lots 717 thru 776 inclusive, lota

538 thru 843 inclusive, lots 845 thru 876

inclusive in Kay's Polnt No. 2, a subdiviaion

regurded on paae 13, in book 41. Lots 517

thru $%3%(a) incldmiva and lota 5%6 thru 558(a)

wnclugive in Kay's Point No. 7, a subdivision

recorded on page 35, in book 14, ALSO, a strip

oI land beipy the right of way o€ State Route

HH and & strip of land 10 €. wide and

immediately adjacent to said right of way
on thye Morth from statipn 86 + 7).9 to station

- 4 - Schedule 1
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153 + 00, according to the Missouri State
Highway Department plans thereof.

ORDERED: 2. 'That pothing harein zontained shall be
considered as a finding of value for rate-making purposes of
the property herein involved other than for the purposes of
thirz mroceeding.

ORDERED: 3. That Four Seasons Lake Bitzs Water and
dewor Company be, and it is, hereby ordered to file guarterly
weitlon repores with the Commission, setting forth a summary
atatoment of work performed by the company in conpection with
copSLruGting said water systom.

ORUERED: 4. That Four §easops Lake Slites Watex

and Sewer Company shall notify the Commisajon by latter when -
water scervice to the public is commenced.
HRDEREN: 5. That Four Seasons lLake Sites Waser and
Sewet Company, within sixty (60) days fron the effactive date
af thin pepors and Order, shall file with the Commigsion for b
Vs g vl e schedule o( rates, rules and regulations for
mevwered water service under which the company propdses tq
operatye.
OBDERED: 6. That this Report &nd Order shall
pecoms of toul ive on the 27th day of pecemter, 1973. and the
Secratery o the Sommission ahall serve a certified copy of
same upun vach interested party. '
BY THE COMMIS3ION
Nandbes
Wanda Tipt
(¢ E ALY Acting Secretary
Hduz&. ¢hm., Clark, Fain,
Relmer, ol Merce, CC., Concur.
pated at Jerlferson City, Missouri,
Lhis 1780 daoy ot necember, 1973.
.5 -
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contracts. 1 think bhat there are some leqal questions

2 there that [ can't andwer, bue unlegg eheorn is gome
. severs nroblem Like that, 11 's the Staff's orinion that
- chey should ingtall meters on all customers,
3 MR, PRILLIPS: T vonder the witness Yor
6 .
crogs-examination.
4 CROSS~ENAMIUATION BY . TAYLOR:
8 0 Mr. woskman, iY T undoerstap? cour testimony,
9 as far as the entire scope of the application, vou have
10 no objection to it whatsoever otier than to the one
11 arsa of unmetered serviees; is that correct?
13 A Yes, that's rimht.
13 [ Now, disregardiac that narticular voint
Lé =zt this minute, if I understand the ftaf€'s nosition,
[ the remaining vart oF the application ax far as feasibiliey.
n6 constru:tioh, avgten, certificated 2rea, et cetera is all
i gatisfacrory witgh thr Btaff ans you would arvrove that
9 vart of it.
19 A, yves, The feasitilityv studv is one o the
10 hatter ones that I've seen, am! I have ne ckhjsction to
I any 2f the rest of it.
L ) Now, then, with raference to this annatoredd
R gervice, and we diszcusssd this costerdav it gulde sone
24 lengeh ang vealizing thisx votennial contvicrual sroblen
25 and the additional iavasymant fie scormany Mav have ko
39
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make, and if that were a fact, would the Staff have a

dilferont opinion with voferanse =2 ihr oosiston seated

here?

A If the company can't charae those conpection
fees, then, as has been indicated, it's coina to merelv--
Currazntlv you're finvestiny $225 wer lat, and vou're
going to he talking annroximately ancther €174 or
rouahkly 50 percent more. and iLf that wero the case, wa

probably would haves to reccasider, I dan's

g how wn

could avoeld it.

Q. Wouldn’'t it foilow, in thes avent w¢ vere

required to nut in the metevs, aw! the romnany by reason

of contractual obligations would bs reguired to fake

i

that iavestment itself, then instcad of a $125 invmsrtaent

ver lobk, the comnany woulld havs a 8333 or =lus invesrtment

ver lot?

hY Yvg. Romeching in that neighborhoeod.

* Aml, then, hyv reasen of that investment.

it wouli e negcegeary to ac back aad dncrease 2r rates

in ordar ta have o rotura amd o mako this aneration

feasible.

) Cmiagkt. Thit'a the oeasen Touointed dub

the aontradt S rehlon.

¢ Sa. thaan

. yveu would want to reconsider
vour position in tha evont vaay e oend

v, andt wa Rad en

take on that asliasatien.

XN
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! A Yes.

2 MR, TAYLOR: Thank you. That's all.

3 EXAMINER DAVLIS: Withess mav he excused.

4 (Witness excuscd.)

5

6 EXAMINER DAVIS: 1Is Lherce anything glse?

7 MR. PHILLIPS: Nog, Your Honox, that's all.

1

8 EXAMINER DAVIS: Are you willing to waive
9 the wrovisions nf the Administrative Procedure Act?
10 MR. CTAVIOR:  Yes, sir., I've already

1 signed the waiver.
1z BXAMINER DAVIS: Do you desire tao brio! or
13 arque bhefore the Commisgion?
14 MR. TAVLOR: WNo, I da not.

15 FXAMINER DAVIS: I understand vou have a
16 provosed Ropart and Onler.

17 MR. TAYIOR: Yas.

8 EXAMINER DAVIS: You qive it to ne and

19 1 viil held it for four weoks, roughly around thz first
20 @i the vear, and--Wait a minute. Before I dc that. axe
=1 you in a bind on ary kind of time =rhadule?

il ¥MR. TAYLOR: Yes, =ir. Ue are.

23 FXAMINER DAVIS: of% the recond.

24 (Discussion off the racord.)

25 EXAMINER DAVIS: Back on the record. 1=

57
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there anything else? Case clomad.

WHEREUPON, rha hearing of this case wag

concludad,

TRANSCRIBED BY:

Sudi R, Jehnston

58
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- As the Oumer or Owners of the sbove deserited lot (Lot ) .mve sgree on
Bohalfl of our heirs, succunora, apd easigne to pay to thw Ouper of Mers of the sew-
sge dippostl svstem snd water vnrks system to be eomtructed within 4be Developsent,

an avallability charge for wnter, vater sorvice end the aceaswdations afforéed nclua
wy nui.d water vorks system, comaencing upon the availability of water in & water works
gyaten dia;trihution main provided for the lot and continuing thereafter so hms as
vntgr 43 availuble for use, vhether or not tap or connection is nade to a water WoOrks
gyaten distributian nain and vhethet or rot I/We octunlly use or take vater; and,
wvailability charge for tewage disnossl and trentment and the accormodations ai !‘orced
mefus by sald sevase disrosel systen, cormencing uron the availability for use of a sev-

ege collection muin nrovided for the lot which leads to an o,ncrniins sevape treatment

faeility, and contipuing thereafter so long .es such sevage collection main is z0 availabl
!br use, 1rres~neetive of vhether ;r not connect:lon iz nade to or use mnde of seid sevw-
age collection nmain in conne¢tion with or for the vurposes of any said lot. Xo cherge
vil) te mede to the lot ovmer for the rincht to connect to the sever andfox uater systern.
Eaeh lot ovner vill beayr the cost of the :ervice line Trom his building intc the sever Arn

or vater main. The Owner or Owners of seid vater works system mnd zevnge disrosai sVE-

tem will he a privately ovned publie utility authorized by a Certificate of Pudlic
Convenlence and Necessity issued by the State of Massours Publie Sarvice Cor=iaxion

to operate sevage disposal systems end/or vater wvorks systems, the nfoz;esu.id ampunts of
said avallarility ctarges, tines and methoés of payment thereof by sald owners anc
other matters chal) be as vrovifled in Schedulez of Patex and Rules, Pegulations ard
Conditionz of Fervicem for Water Bervices and for Sever Sexvice filed n;z-d vublished

by seid nublie utildiey or wtilities witk pald “iszouri ™blic Service Cornissic.., ©

any suceesaor Pemulatorvy Pedy of the State of “{ssourd, in accordance with Yas ar

~ -
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“public utillties. The amount of sald availability chorges and other charges are zub-

pagned to file or crmally a;womw 5agd ¢

cf Rates and Rules, Megulations end Conditions of Service of ssid public stility eF

jest %o chenge hersafier by order of the esid Masouri Publie Service Coamission or ite
suecessors in accordance vith then existing lav and the strncture of sadd avallebility
cherges nre likewise and in the same manner subiect to chanpe from availability rates to

enather type of rate or ratet. Unpaid charges shall becope a lien upon the lot or loIs

to vhich they are anpliceble as of the dete the ssme becone duc. H

pated this day of . 19
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