COMPANY/STALF PARTIAL: AGREEMENT REGARDING DISPOSITION
OF SMALL WATER COMPANY REVENUE INCREAST REQUEST

HILLCREST UTILITY OPERATING COMPANY, INC,
WATER OPERATIONS

MO PSC FILE NO, WR-2016-0064

BACKGROUND

Hillerest Utility Operating Company, Inc. ("Company”) initiated a small company revenue
increase request ("Request") for water service that is the subject of the above-referenced Missouri
Public Service Commission ("Commission") Fife Number by submitting a letter to the Secretary of
the Commission in accordance with the provisions of Commission Rule 4 CSR 240-3.050, Small
Utility Rate Case Procedure ("Small Company Procedure”). In its request letter, which was received
at the Commission's offices on October 19, 2015, the Company set forth its request for an increase of
$236,016 in its total annual water service opetrating revenues. The Company also acknowledged that
it understood that the design of its customer rafes, service charges, customer service practices,
general business practices and general tariff provisions would be reviewed during the Commission
Staff's ("Staff") review of the revenue increase request, and could thus be the subject of Staff
recommendations. The Company provides service to approximately 218 residential customers, 20
apariment customers, and four commercial customers located in Cape Girardeau County, Missouri.

Pursuant to the provisions of the Small Company Procedure and related internal operating
procedures, Staff initiated an audit of the Company's books and records, an inspection of the
Company's facilities, as well as a review of the Company's customer service and general business
practices, existing tariff, and the operation of the Company’s facilities. (These activities are
collectively referred to hereinafter as “Staff's investigation of the Company's Request” or “Staff’s
investigation,”™)

Upon completion of Staff’s investigation of the Company's Request, Staff provided the
Company and the Office of the Public Counsel ("Public Counsel") with information regarding Staff’s
investigation and the results of its investigation, including Staff’s initial recommendations for the

resolution of the Company's Request.
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RESOLUTION OF THE COMPANY'S RATE INCREASE REQUEST

Pursvant to negotiations held subsequent to the Company's and Public Counsel’s receipt of

the above-referenced information regarding Staff's investigation of the Company's Request, Staf€and
the Company hereby state the following agreements:

(I)  Absent consideration of the ultimate resolution of the issues identified in the
Evidentiary Hearing paragraph of this agreement, and based upon the Staff’s current
position regarding those issues, the agreed-upon overall cost of service for the
Company is $177,008. This total is comprised of current annualized revenues of
$32,378 and an increase in operating revenues of $144,630. The foregoing amounts
are shown on the ratemaking income statement found in Attachment A, incorporated
by reference herein;

(2)  The Staff’s Auditing Department conducted a full and complete audit of the
Company’s books and records using the 7-month period ending October 31, 2015,
and that audit is the basis for the overall cost of service noted in poaragraph (1}
above. The Auditing Department’s findings can be found in Staff’s Accounting
Schedules, Attachment B, incorporated by reference herein;

(3)  Absent consideration of the ultimate resolution of the issues identified in the
Bvidentiary Hearing paragraph of this agreement, and based upon the Staff’s cutrent
position regarding those issues, the agreed-upon rate base for the Company is
$538,197. The development of this amount is shown on the rate base worksheet that
is Tound in Attachment C, incorporated by refcrence herein, and was used in
calculating the overall cost of service noted in paragraph (1) above ;

(4)  Included in Attachment B, is the Staff’s proposed hypothetical capital
structure that includes: 25% equity and a 12.88% return on equity; 75% debt and an
8.88% cost of debt; and a weighted cost of capital of 9.88% for the Company;

(5)  The schedule of depreciation rates in Aftachment D, incorporated by
reference herein, includes the depreciation rates used by Staff in its revenue
requirement analysis and shall be the prescribed schedule of water plant depreciation
rates for the Company;

(6)  To allow the Company the opportunity to collect the overall cost of service
noted in paragraph (1) above, the rates as shown on Attachment E, incotrporated by
reference herein, are the rates the Company should be allowed to charge its customers
(absent consideration of the ultimate resolution of the issues identified in the
Evidentiary Hearing paragraph of this agreement). The impact of these rates will be
as shown an Attachment F, also incorporated by reference herein,

(" For the purposes of implementing the agreements set out in this partial
disposition agreement, the Company will file with the Commission proposed tariff
revisions containing charges and language as set out in the example tariff atiached as
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Attachment E; Tariff revisions containing the actual, final rates will be developed
and submitted after the Commission issues its report and order subsequent to the
evidentiary hearing,

(8)  The current PSC MO Number 2 tariff will be cancelled and replaced by PSC
MO Number 3 tariff, as is shown in the example tariff described above;

(9)  Within thirty (30) days of the effective date of an order approving this partial
disposition agreement, the Company shall implement the following recommendation
contained in the Consumer and Management Analysis Unit (CMAU) Report attached
hereto as Attachment H, and incorporated by reference herein, and will provide
proof of implementation to the Manager of the Commission’s CMAU:

(a) The Company will develop and require a signed customer application prior to
providing service as provided in its tariff. The Company’s customer
application shall include the date and the customer’s signature indicating that
the customer agrees to abide by the Company’s rates, rules and regulations,
and applicable state statutes.

(10)  Within ninety (90) days of the effective date of an order approving this partial
disposition agreement, the Company shall implement the following recommendation
contained in the CMAU Repott attached hereto as Attachment F and incorporated by
reference herein, and will provide proof of implementation to the Manager of the
Commission’s CMAU:

(a) The Company will develop and utilize time sheets for all employees to
record the time associated with Company work activity.

(11) Within 12-18 months of the cffective date of an order approving this
Company/Staff’ Disposition Agreement, Staff shall initiate a rate review or the
Company shall file a rate case in order to develop a cost of service based on
additional actual revenue and expense information beyond the applicable period of
time available to Staff in this proceeding,

(12) In accordance with the Auditing Department Report that is attached as
Attachment I, and incorporated by reference herein, the Company will take the
following actions:

(&) The Company will maintain its books and records in accordance with
the National Association of Regulated Utility Commissioners (NARUC)
Uniform System of Accounts (USOA).

(b)  The Company will develop continuing property records (CPRs) for all
assets for its water and sewer systems.\

(¢)  The Company will ensure its employees’ time sheets are used to
record the time associated with each work assipnment for each system and are
kept in a way such that the time spent on operation/maintenance activities and
construction activities can be captured separately, The Company will also
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ensure that time spent by its employees on non-regulated or
merger/acquisition related activities are recorded on the time sheets,

(13) The Company shall mail its customers a written notice of the final rates and
charges to be included in its tariff prior to or in conjunction with the fitst billing cycle
after the final rates and charges are approved by the Commission. The notice shall
include a summary of the impact of the proposed rates on an average residential
customer's bill. When the Company mails the notice to its customers, it shall also
send a copy to Staff’s Case Coordinator who will submit a copy to the case file;

(14)  Staff may conduct follow-up reviews of the Company's operations to ensure
that the Company has complied with the provisions of this partial disposition
agreement;

(15) Staffmay file a formal complaint against the Company, if the Company does
not comply with the provisions of this partial disposition agreement;

(16) The undersigned representatives of the Company and Staff acknowledge that:
they have read this partial disposition agreement; the facts stated herein are true and
accurate to the best of their knowledge and belief, the conditions set out herein
accurately reflect the agreements reached between the Company and Staff. The
Company’s representative further acknowledges that he has freely and voluntarily
entered into this partial disposition agreement for the Company; and

(17) The above agreements satisfactorily resolve all issues identified by Staff and
the Company regarding the Company's Request, except as otherwise specifically
stated herein,

ISSULS FOR EVIDENTIARY HEARING

The Staff and Company could not find a resolution for the following issues, and thus
intend to present these issues at an evidentiary hearing for the Commission’s determination:
payroll; property taxes; auditing and income tax preparation fees; capital structure; cost of capital
(equity and debf); and AFUDC.

ADDITIONAL MATTERS

Other than the specific conditions agreed upon and expressly set out herein, the terms of this
partial Disposition Agreement reflect compromises between Staff and the Company and neither
party has agreed to any particular ratemaking principle. _

The Company acknowledges that Staff will be filing this partial Disposition Agteement and
the attachments hereto. The Company also acknowledges that Staff may make other filings in this

case.
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Additionally, the Company agrees that subject to the rules governing practice before the
Commission, Staff shall have the right to provide whatever oral explanation the Commission may
request regarding this partial Disposition Agreement at any agenda meeting at which this case is
scheduled to be considered by the Commission, Subject to the rules governing practice before the
Commission, Staff will be available to answer Commission questions regarding this partial
Disposition Agreement. To the extent reasonably practicable, Staff shall provide the Company with
advance notice of any such agenda meeting so that it may have the oppottunity to be present and/or

represented al the meeting.
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SIGNATURES

Agreement Signed and Dated:
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Water & Sewer Department
Missouri Public Service Commission Staff
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Attachment £ — Example Tariff Sheets
Attachment F — Billing Comparison Worksheet
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Attachment G — Water & Sewer Department Memorandum

Attachment H -~ CMAU Repoit

Attachment I — Auditing Department Recommendation Memorandum

Afttachment J — Summary of Events




COMPANY/STAFI PARTIAL AGREEMENT REGARDING DISPOSITION
OF SMALL SEWER COMPANY REVENUE INCREASE REQUEST

HILLCREST UITLITY OPERATING COMPANY, INC.
MO PSC FILE NO. SR-2016-0065

BACKGROUND

Hillcrest Utility Operating Company, Inc. ("Company") initiated a small company revenue
increase request ("Request™) for sewer service that is the subject of the above-referenced Missouri
Public Service Commission ("Commission") File Number by submitting a letter to the Secretary of
the Commission in accordance with the provisions of Commission Rule 4 CSR 240-3,050, Small
Utility Rate Case Procedure ("Small Company Procedure™). In its request letter, which was received
at the Commission's offices on October 19, 2015, the Company set forth its request for an increase of
$216,663 in its total annual sewer service operating revenues, The Company also acknowledged that
the design of its customer rates, its service charges, its customer service practices, its general
business practices and its general tariff provisions would be reviewed during the Commission Staff's
("Staff") review of the revenue increase request, and could thus be the subject of Staff
recommendations. The Company provides service to approximately 216 residential customers, 20
apartment customers, and four commercial customers, located in Cape Girardeau County, Missouri.

Pursuant to the provisions of the Small Company Procedure and related internal operating
procedures, Staff initiated an audit of the Company's books and recotds, an inspection of the
Company's facilities, as well as a review of the Company's customer service and general business
practices, the Company's existing tariff, and the Company's operation of its facilities. (These
activities are collectively referred to hereinafter as “Staff's investigation of the Company's Request”
or “Staff’s investigation.”)

Upon completion of Staff’s investigation of the Company's Request, Staff provided the
Company and the Office of'the Public Counsel ("Public Counsel") with information regarding Staff’s
investigation and the resulfs of its investigation, including Staff’s initial recommendations for the

resolution of the Company's Request,
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RESOLUTION OF THE COMPANY'S REVENUE INCREASE REQUEST

Pursuant to negotiations held subsequent to the Company's and Public Counsel’s receipt of

the above-referenced information regarding Staff's investigation of the Company's Request, Staff and
the Company hereby state the following agreements,

(1}  Absent consideration of the ultimate resolution of the issues identified in the
Evidentiary Hearing paragraph of this agreement, and based upon the Staff’s current
position regarding those issues, the agreed-upon overall cost of service for the
Company is $208,694. This total is comprised of current annualized revenues of
$41,431 and an increase in operating revenues of $167,263. The foregeing amounts
arc shown on the ratemaking income statement found in Attachment A, incorporated
by reference herein,

(2)  The Staff’s Auditing Department conducted a full and complete audit of the
Company’s books and records using the 7-month period ending October 31, 2015,
and that audit is the basis for the overall cost of service noted in paragraph (1) above.
The Auditing Department findings can be found in Staff’s Accounting Schedules,
Attachment B, incorporated by reference herein.

3) Absent consideration of the ultimate resolution of the issues identified in the
Evidentiary Hearing paragraph of this agreement, and based upon the Staff's current
position regarding those issues, the agreed-upon rate base for the Company is
$610,466. The development of this amount is shown on the rate base worksheet that
is found in Attachment C, incorporated by reference herein, and was used in
calculating the overall cost of service noted in paragraph (1) above.

(4)  Included in Attachment B is the Staff’s proposed hypothetical capital
structure that includes; 25% equity and a 12.88% return on equity; 75% debt and an
8.88% cost of debt; and a weighted average allowed rate of return of 9,88% for the
Company.

(5)  The schedule of depreciation rates in Attachument D, incorporated by
reference herein, includes the depreciation rates used by Staff in its revenue
requirement analysis and shall be the prescribed schedule of sewer plant depreciation
rates for the Company.

6)  To allow the Company the opportunity to collect the overall cost of service
noted in paragraph (1) above, the rates as shown on Attachment E, incorporated by
reference herein, are the rates the Company should be allowed to charge its customers
(absent consideration of the ultimate resolution of the issues identified in the
Evidentiary Hearing paragraph of this agreement). The impact of these rates is
shown on Attachment F, also incorporated by reference herein.

{(7)  For the purposes of implementing the agreements set out in this partial
disposition agreement, the Company will file with the Commission proposed tariff
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revisions containing charges and language as set out in the example tariff attached as
Attachment E. Tariff revisions containing the actual, final rates will be developed
and submitted after the Commission issues its report and order subsequent to the
evidentiary hearing,

(8)  The current PSC MO Number 2 tariff will be cancelled and replaced by PSC
MO Number 4, as is shown in the example tariff described above,

(9)  Within thirty (30) days of the effective date of an order approving this parlial
disposifion agreement, the Company shall implement the following recommendation
contained inthe CMAU Report attached hereto as Aftachment H and incorporated by
reference herein, and will provide proof of implementation to the Manager of the
Commission’s CMAU,

(8) The Company will develop and require a signed customer application prior to
providing seivice as provided in its tariff. The Company’s customer
application shall include the date and the customer’s signature indicating that
the customer agrees to abide by the Company’s rates, rules and regulations,
and applicable state statutes,

(10)  Within ninety (90) days of the effective date of an order approving this partial
disposition agreement, the Company shall implement the following recommendation
contained in the CMAU Report, and will provide proof of implementation to the
Manager of the Commission’s CMAU.

(a) The Company will develop and utilize time sheets for ail employees to record
the time associated with Company work activity.

(11)  Within 12-18 months of the effective date of an order approving this
Company/Staff’ Disposition Agreement, Staff shall initiate a rate review or the
Company shall file a rate case in order to develop a cost of service based on
additional actual revenue and expense information beyond the applicable period of
time available to Staff in this proceeding.

(12) In accordance with the Auditing Department Report that is atfached as
Attachment I, and incorporated by reference herein, the Company will take the
following actions,

(a) The Company will maintain its books and records in accordance with the
National Association of Regulated Utility Commissioners (NARUC)
Uniform System of Accounts (USOA).

(b) The Company will develop continuing property records (CPRs) for all assets
for its water and sewer systems.

(c) The Company will ensure its employees’ time sheets are used to record the
time associated with each worl assignment for each system and are kept in a
way such that the time spent on operation/maintenance activities and
construction activities can be captured separately., The Company will also
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ensure that time spent by its employees on non-regulated or
merger/acquisition related activities are recorded on the time sheets,

(13)  The Company shall mail its customers a written notice of the final rates and
charges to be included in its tariff prior to or in conjunction with the first billing cycle
after the final rates and charges are approved by the Commission. The notice shall
include a summary of the impact of the proposed rates on an average residential
customer's bill. When the Company mails the notice to its customers, it shall also
send a copy to Staff’s Case Coordinator who will submit a copy to the case file,

(14)  Staff may conduct follow-up reviews of the Company's operations to ensure
that the Company has complied with the provisions of this partial disposition
agreement.

(15)  Staffmay file a formal complaint against the Company, il the Company does
not comply with the provisions of this partial disposition agreement,

(16) Theundersigned representatives of the Company and Staff acknowledge that:
they have read this partial disposition agreement; the facts stated herein are true and
accurate to the best of their knowledge and belief; the conditions set out herein
accurately reflect the agreements reached between the Company and Staff. The
Company’s representative further acknowledges that he has freely and voluntarily
entered into this partial disposition agreement for the Company,

(17)  The above agreements satisfactorily resolve all issues identified by Staff and
the Company regarding the Company's Request, except as otherwise specifically
stated herein,

ISSUES FOR EVIDENTIARY HEARING

The Staff and Company could not find a resolution for the following issues, and thus intend to

present these issues at an evidentiary hearing for the Commission’s determination: payroll; property
taxes; auditing and income tux preparation fees; capital structure; cost of capital (equity and debt);
and AFUDC
ADDITIONAL MATTERS

Other than the specific conditions agreed upon and expressty set out herein, the texms of this
partial Company/Staff Disposition Agreement reflect compromises between Staff'and the Company,
and neither party has agreed to any patticular ratemaking principfes,

Staff has completed a Summary of Case Events and has included that summary as

Attachment J, to this partial Company/Staff Disposition Agreement.
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The Company acknowledges that Staff will be filing this partial Company/Staff Disposition
Agresment and the attachments hereto. The Company also acknowledges that Staff may make other
filings in this case. '

Additionally, the Company agrees that subject to the rules governing practice before the
Commission, Staff shall have the right to provide whatever oral explanation the Commission may
request regarding this partial Company/Staff Disposition Agreement at any agenda meeting at which
this case is scheduled to be considered by the Commission, Subject to the rules governing practice
before the Commission, Staff will be available to answer Commission questions regarding this
partial Company/Staff’ Disposition Agreement. To the extent reasonably practicable, Staff shall
provide the Company with advance notice of any such agenda meeting so that it may have the

opportunity to be present and/or represented at the meeting,
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SIGNATURES

Agreement Signed and Dated:

INAE, Z< phe 2006
Josia oxm:\ Laév{:ﬂ/ , Date

President

Hillerest Utik mpany, Inc. /A

/,
5',’0'25%10

" Date

Water & Sewer Department
Missouri Public Setvice Commission Staff

List of Attachments

Attachment A - Ratemaking Income Statement

Attachment B — Staff’s Accounting Schedules

Attachment C — Rate Base Worksheet

Attachment D — Schedule of Depreciation Rutes

Attachment E — Example Taviff Sheets

Aftachment I — Billing Comparison Worksheet

Aitachinent G — Water & Sewer Unit Memorandum

Attachment H — CMAU Report

Attachment [ — Auditing Department Recoinmendation Memarandum

Attactment J — Summary of Events
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WATER & SEWER COMPANY

Rate Making Income Statement-Water

Operating Revenues at Current Rates

Tariffed Rate Revenues * $ 32,378
Other Operating Revenues * $ -
Total Operating Revenues $ 32,378
* See "Revenues - Current Rates" for Details
Cost of Service

Item Amount
Operators Salary-Maintenance $ 18,479
Operator-Backup $ -
Electricity-Pumping $ 6,129

$ -
Utility Water Usage $ -
Water Treatment Expense-Chemicals $ 982
Bank Fees $ 1,745
Outside Services Employed $ 927
System Repairs Maintenance $ 1,037
Billing & Collections $ 6,253
Office Supplies $ 495
Postage $ 168
Administration & General - Salaries $ 24,153
Office Utilities $ -
Telephone & Internet Expense $ 361
Transportation Expense $ 1,671
Fuel Expense-Vehicles $ -
Medical Expense
Property & Liability Insurance $ 11,827
Rent Expense-Building $ 6,121
Rate Case Expense $ -
MO DNR Fees $ 200
Employee Pensions & Benefits $ 6,971
Regulatory Commission Expense $ 489
Miscellaneous General Expenses $ -
Sub-Total Operating Expenses $ 88,008
Property Taxes $ 16
MO Franchise Taxes $ -
Employer FICA Taxes $ 564
Federal Unemployment Taxes
State Unemployment Taxes $ 600
State & Federal Income Taxes $ 4,231
Sub-Total Taxes $ 5,411
Depreciation Expense $ 26,192
Interest Expense $ 35,139
Amortization of Utility Plant $ -
Sub-Total Depreciation/Interest/Amortization $ 61,331
Return on Rate Base $ 16,989
Total Cost of Service $ 171,739
Overall Revenue Increase Needed $ 139,361
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WATER & SEWER COMPANY

Rate Making Income Statement-Sewer

Operating Revenues at Current Rates

Tariffed Rate Revenues * $ 41,431
Other Operating Revenues * $ -
Total Operating Revenues $ 41,431
* See "Revenues - Current Rates" for Details
Cost of Service

Iltem Amount
Operators Salary $ -
Operator-Backup $ -
Electricity-Pumping $ 4,971
Electricity-Shop $ -
Utility Water Usage $ -
Sewer Treatment -Chemicals $ 4,628
Sewer Treatment -Testing/Laboratory Fees $ 18,740
Sludge Removal $ -
Maintenance Expense-Parts/Equipment $ 1,203
Maintenance Expense-Outside Labor $ 1,017
Bank Fees $ 1,655
Administration & General - Salaries $ 24,153
Telephone & Internet Expense $ 323
Transportation Expense $ 1,671
Property & Liability Insurance $ 11,827
Rent Expense $ 6,121
Rate Case Expense $ -
Office Supplies $ 495
Postage Expense $ 58
Bookkeeping $ 6,229
Employee Pensions & Benefits $ 7,535
Regulatory Commission Expense $ 3,499
Miscellaneous General Expenses $ 38
Sub-Total Operating Expenses $ 94,163
Property Taxes $ 16
MO Franchise Taxes $ -
Employer FICA Taxes $ -
Federal Unemployment Taxes $ -
State Unemployment Taxes $ 600
State & Federal Income Taxes $ 4,817
Sub-Total Taxes $ 5,433
Depreciation Expense $ 30,974
Interest Expense $ 40,010
Amortization of Utility Plant $ -
Sub-Total Depreciation/Interest/Amortization $ 70,984
Return on Rate Base $ 19,344
Total Cost of Service $ 189,924
Overall Revenue Increase Needed $ 148,493




Exhibit No.: 1

Issue: Accounting Schedules
Witness: MO PSC Auditors
Sponsoring Party: MO PSC Staff
Case No: WR-2016-0064

Date Prepared: February 8, 2016

MISSOURI PUBLIC SERVICE COMMISSION

COMMISSION STAFF DIVISION

STAFF ACCOUNTING SCHEDULES

HILLCREST UTILITY OPERATING COMPANY, INC.

CASE NO. WR-2016-0064

Jefferson City, Missouri

February 2016



Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate Design Schedule - Water

A B c D E E
Account
Line Number Staff Customer Percentage
Number Description (Optional) Annualized Charge Commodity Rate
Rev-1 ANNUALIZED REVENUES
Rev-2 Annualized Rate Revenues 1) $32,378
Rev-3 Miscellaneous Revenues 1) $15
Rev-4 TOTAL ANNUALIZED REVENUES $32,393
1 OPERATIONS EXPENSES (2
2 Fuel or Power Purchased for Pumping (Pumping 623.000 $6,129 $0 $6,129 0.00%
Exp)
3 Chemicals (Water Treatment Expense) 641.000 $1,797 $0 $1,797 0.00%
4 Operation Labor and Expenses (Water Treatmt) 642.000 $18,479 $0 $18,479 0.00%
5 TOTAL OPERATIONS EXPENSE $26,405 $0 $26,405
6 MAINTENANCE EXPENSES
7 Maintenance of Structures and Improvements 631.000 $1,037 $0 $1,037 0.00%
(Pumping Exp)
8 TOTAL MAINTENANCE EXPENSE $1,037 $0 $1,037
9 CUSTOMER ACCOUNT EXPENSE
10 Customer Records and Collection Expense 903.100 $6,253 $0 $6,253 0.00%
(Billing & Collections)
11 Customer Records and Collection Expense 903.200 $168 $0 $168 0.00%
(Office Supplies & Postage)
12 Customer Records & Collections Expense (Bank 903.280 $2,331 $0 $2,331 0.00%
Fees)
13 Uncollectible Accounts 904.000 $467 $0 $467 0.00%
14 Customer Service & Information Expense (Web 907.000 $38 $0 $38 0.00%
Pages) - CSWR 14%
15 TOTAL CUSTOMER ACCOUNT EXPENSE $9,257 $0 $9,257
16 ADMINISTRATIVE & GENERAL EXPENSES
17 Administrative and General Salaries - CSWR 14% 920.000 $24,153 $0 $24,153 0.00%
18 Office Supplies & Other Expense (Meal, Travel & 921.110 $1,598 $0 $1,598 0.00%
Indidental Expense) - CSWR 14%
19 Office Supplies & Other Expense 921.500 $323 $0 $323 0.00%
(Communication Services) - CSWR 14%
20 Office Supplies & Other Expense (Office 921.800 $495 $0 $495 0.00%
21 Outside Services Employed (Bank Fees) 923.100 $90 $0 $90 0.00%
22 Outside Services Employed (Attorney/Legal 923.400 $132 $0 $132 0.00%
Fees)
23 Outside Services Employed (Attorney/Legal 923.400 $47 $0 $47 0.00%
Fees) - CSWR 14%
24 Outside Services Employed 923.500 $163 $0 $163 0.00%
(Accountants/Auditors) - CSWR 14%
25 Outside Services Employed (Management 923.600 $82 $0 $82 0.00%
Consultants) - CSWR 14%
26 Outside Services Employed (Payroll Fees) - 923.800 $288 $0 $288 0.00%
CSWR 14%
27 Outside Services Employed (IT) - CSWR 14% 923.900 $215 $0 $215 0.00%
28 Property Insurance (Environmental) 924.200 $5,143 $0 $5,143 0.00%
29 Property Insurance (Workers' Comp) - CSWR 924.300 $110 $0 $110 0.00%
14%
30 Property Insurance (Commercial) 924.400 $6,574 $0 $6,574 0.00%
31 Employee Pension & Benefits (Keyman) - CSWR 926.100 $0 $0 $0 0.00%
14%
32 Employee Pension & Benefits (United 926.200 $3,898 $0 $3,898 0.00%
Healthcare) - CSWR 14%
33 Employee Pension & Benefits (401K) - CSWR 926.300 $1,070 $0 $1,070 0.00%
14%
34 Employee Pension & Benefits 926.400 $2,003 $0 $2,003 0.00%
(Life/STD/LTD/AD&D) - CSWR 14%

Accounting Schedule: 01
Sponsor: Ashley Sarver
Page: 1 of 2



Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate Design Schedule - Water

A B c D E E
Account
Line Number Staff Customer Percentage
Number Description (Optional) Annualized Charge Commodity Rate
35 Rents - CSWR 14% 931.000 $6,121 $0 $6,121 0.00%
36 TOTAL ADMINISTRATIVE AND GENERAL $52,505 $0 $52,505
37 OTHER OPERATING EXPENSES
38 Regulatory Commission Expense (DNR) 928.100 $200 $0 $200 0.00%
39 Regulatory Commission Expense (PSC) 928.200 $722 $0 $722 0.00%
40 Regulatory Commission Expense (Sec of State 928.400 $13 $0 $13 0.00%
Bus License) - CSWR 14%
41 Depreciation $26,675 $0 $26,675 0.00%
42 TOTAL OTHER OPERATING EXPENSES $27,610 $0 $27,610
43 TAXES OTHER THAN INCOME
44 SS& Medicare - CSWR 14% 408.120 $2,104 $0 $2,104 0.00%
45 Unemployment Tax - CSWR 14% 408.140 $600 $0 $600 0.00%
46 Property Taxes 408.160 $16 $0 $16 0.00%
47 TOTAL TAXES OTHER THAN INCOME $2,720 $0 $2,720
48 TOTAL OPERATING EXPENSES $119,534 $0 $119,534
49 Interest Expense 3 $35,844 $0 $35,844 0.00%
50  Return on Equity (3) $17,330 $0 $17,330 0.00%
51 Income Taxes 3) $4,315 $0 $4,315 0.00%
52 TOTAL INTEREST RETURN & TAXES $57,489 $0 $57,489
53 TOTAL COST OF SERVICE $177,023 $0 $177,023
54 Less: Miscellaneous Revenues $15 $0 $15 0.00%
55 COST TO RECOVER IN RATES $177,008 $0 $177,008
56 INCREMENTAL INCREASE IN RATE REVENUES $144,630
57 PERCENTAGE OF INCREASE 446.49%
58 REQUESTED INCREASE IN REVENUES $236,016

(1) From Revenue Schedule
(2) From Expense Schedule
(3) From PreTax Rate of Return Schedule, Rate Base & Return Schedule

Accounting Schedule: 01
Sponsor: Ashley Sarver
Page: 2 of 2




Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate Base Required Return on Investment Schedule - Water

A B
Line Dollar
Number Rate Base Description Amount

1 Plant In Service $703,192 From Plant Schedule
2 Less Accumulated Depreciation Reserve $141,948 From Depreciation Reserve Schedule
3 Net Plant In Service $561,244
4 Other Rate Base Items: $0

Contribution in Aid of Construction $12,259

Amortization (positive or zero)
Prepayments (Workers Comp) $78

Contribution in Aid of Construction -$35,384
(negative or zero)

5 Total Rate Base $538,197

6 Total Weighted Rate of Return
Including Income Tax 10.68% From PreTax Return & Taxes Schedule

7 Required Return & Income Tax $57,489

Acccounting Schedule: 02
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate of Return Including Income Tax - Water

A B formulas

1 State Income Tax Rate Statutory / Effective 6.25% 581% (1-(B2x.5))xAl

2 Federal Income Tax Rate Statutory / Effective 15.00% 14.13% (1-Bl)x A2

3 Composite Effective Income Tax Rate 19.94% Bl+B2

4 Equity Tax Factor 12490 1/(1-B3)

5 Recommended Weighted Rate of Return on Equity - 3.22% From Capital Structure Schedule
Common and Preferred

6 Weighted Rate of Return on Equity Including Income Tax 4,02% B4xB5

7 Recommended Weighted Rate of Return on Debt - 6.66% From Capital Structure Schedule
Long-Term and Short-Term

8 Total Weighted Rate of Return Including Income Tax 10.68% B6+B7

(1) If Sub-Chapter S Corporation, Enter Y:

Tax Rate Table

Equity Income Required
& Preliminary Federal Tax

$20,388

To Rate Base Schedule

Net Income Range

Average Tax Rate:

Start End Tax Rate Amount in Range Tax on Range
$0 $50,000 15.00% $20,388 $3,058
$50,001 $75,000 25.00% $0 $0
$75,001 $100,000 34.00% $0 $0
$100,001 $335,000 39.00% $0 $0
$335,001 $9,999,999,999 34.00% $0 $0
$20,388 $3,058

Consolidated Tax Rate:
0.15

Accounting Schedule: 03
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Capital Structure Schedule - Water

A B c D E
Percentage
of Total Embedded Weighted
Line Dollar Capital Cost of Cost of
Number Description Amount Structure Capital Capital
1 Common Stock $287,165 25.00% 12.88% 3.220%
2 Other Security-Non Tax $0 0.00% 0.00% 0.000%
Deductible
3 Preferred Stock $0 0.00% 0.00% 0.000%
4 Long Term Debt $861,498 75.00% 8.88% 6.660%
5 Short Term Debt $0 0.00% 0.00% 0.000%
6 Other Security-Tax $0 0.00% 0.00% 0.000%
Deductible
7 TOTAL CAPITALIZATION $1,148,663 100.00% 9.880%

Note: column C: is 6 positions with 4 that are displayed (if not totaled correctly, due to rounding)

To PreTax Return Rate Schedule

Accounting Schedule: 04
Sponsor: Shana Griffin
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Plant In Service - Water

A B C D E E G
Line Account # Total Adjustment Jurisdictional Adjusted
Number  (Optional) Plant Account Description Plant Number Adjustments Allocation Jurisdictional
1 INTANGIBLE PLANT
2 301.000 Organization $0 100.00% $0
3 302.000 Franchises $0 100.00% $0
4 TOTAL INTANGIBLE PLANT $0 $0 $0
5 SOURCE OF SUPPLY PLANT
6 310.000 Land & Land Rights - SSP $0 100.00% $0
7 311.000 Structures & Improvements - SSP $19,228 P-7 $161,065 100.00% $180,293
8 312.000 Collecting & Impoundment Reservoirs $0 100.00% $0
9 314.000 Wells & Springs $9,450 100.00% $9,450
10 316.000 Supply Mains $1,162 100.00% $1,162
11 TOTAL SOURCE OF SUPPLY PLANT $29,840 $161,065 $190,905
12 PUMPING PLANT
13 321.000 Structures & Improvements - PP $0 100.00% $0
14 323.000 Other Power Production Equip. $0 P-14 $161,331 100.00% $161,331
15 325.100 Electric Pumping Equipment $14,480 P-15 $25,950 100.00% $40,430
16 325.200 High Service or Booster Pumping Equip $0 100.00% $0
17 325.300 Shaft-Driven Pumping Equipment $0 100.00% $0
18 326.000 Diesel Pumping Equipment $0 100.00% $0
19 TOTAL PUMPING PLANT $14,480 $187,281 $201,761
20 WATER TREATMENT PLANT
21 330.000 Land & Land Rights-WTP $0 100.00% $0
22 331.000 Structures & Improvements - WTP $0 100.00% $0
23 332.000 Water Treatment Equipment $0 P-23 $12,244 100.00% $12,244
24 TOTAL WATER TREATMENT PLANT $0 $12,244 $12,244
25 TRANSMISSION & DISTRIBUTION PLANT
26 340.000 Land & Land Rights-T&D $0 100.00% $0
27 341.000 Structures & Improvements - T&D $0 100.00% $0
28 342.000 Distribution Reservoirs & Standpipes $35,958 P-28 $91,337 100.00% $127,295
29 343.000 Transmission & Distribution Mains $73,593 P-29 $15,000 100.00% $88,593
30 344.000 Fire Mains $0 100.00% $0
31 345.000 Services $1,335 100.00% $1,335
32 346.000 Meters $26,260 P-32 $32,744 100.00% $59,004
33 347.000 Meter Installations $500 100.00% $500
34 348.000 Hydrants $13,420 100.00% $13,420
35 TOTAL TRANS. & DISTRIBUTION PLANT $151,066 $139,081 $290,147
36 GENERAL PLANT
37 390.000 Structures & Improvements (General Plant) $0 100.00% $0
38 391.000 Office Furniture & Equipment - CSWR 14% $0 P-38 $681 100.00% $681
39 391.100 Office Computer Equipment & Software - $0 P-39 $531 100.00% $531
40 395.000 Transportation Equipment - GP $0 100.00% $0
41 397.000 Communication Equipment $0 P-41 $6,923 100.00% $6,923
42 TOTAL GENERAL PLANT $0 $8,135 $8,135
43 TOTAL PLANT IN SERVICE $195,386 $507,806 $703,192

Accounting Schedule: 05

Sponsor: Ashley Sarver / John Robinett
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Schedule of Adjustments for Plant in Service - Water

A B c D E
Plant
Adjustment Account Adjustment Total
Number Plant In Service Adjustment Description Number Amount Adjustment
P-7 Structures & Improvements - SSP 311.000 $161,065
1. To include plant improvements since $157,258

acquisition for structures and improvements.
(Sarver/Robinett)

2. To capitalize payroll. (Sarver) $886
3. AFDUC - Carrying Cost. (Sarver) $2,921

P-14 Other Power Production Equip. 323.000 $161,331
1. To include plant improvements since $157,773

acquisition for other power production
equipment. (Sarver/Robinett)

2. AFUDC- Carrying Cost. (Sarver) $3,558
P-15 Electric Pumping Equipment 325.100 $25,950
1. To include plant improvements since $25,109

acquisition for electric pumping equipment.
(Sarver/Robinett)

2. AFUDC- Carrying Cost. (Sarver) $841
P-23 Water Treatment Equipment 332.000 $12,244
1. To include plant improvements since $12,024

acquisition for water treatment equipment.
(Sarver/Robinett)

2. AFUDC - Carrying Cost. (Sarver) $220
P-28 Distribution Reservoirs & Standpipes 342.000 $91,337
1. To include plant improvements since $118,079

acquisition for distribution reservoirs &
standpipes. (Sarver/Robinett)

Accounting Schedule: 05-1
Sponsor: Ashley Sarver / John Robinett
Page: 1 of 2



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Schedule of Adjustments for Plant in Service - Water

A
Plant
Adjustment
Number

B

Plant In Service Adjustment Description

C

Account
Number

D

Adjustment
Amount

E

Total
Adjustment

P-29

P-32

P-38

P-39

P-41

2. Retired 80% of account for old standpipes.

(Robinett)

3. AFUDC - Carrying Cost. (Sarver)

Transmission & Distribution Mains

1. To include a new connection estimate per
Josiah Cox on 12/28/2015. (J. Robinett)
Meters

1. To include plant improvements since
acquisition for meters. (Sarver/Robinett)

2. AFUDC - Carrying Cost. (Sarver)

Office Furniture & Equipment - CSWR 14%

1. To include plant improvements since

acquisition for office furniture and equipment.

(Sarver/Robinett)
Office Computer Equipment & Software -
CSWR 14%

1. To include plant improvements since
acquisition for office computer equipment.
(Sarver/Robinett)

Communication Equipment
1. To include plant improvements since
acquisition for communication equipment.

(Sarver/Robinett)

2. AFUDC - Carrying Cost. (Sarver)

Total Plant Adjustments

343.000

346.000

391.000

391.100

397.000

-$28,766

$2,024

$15,000

$32,123

$621

$681

$531

$6,779

$144

$15,000

$32,744

$681

$531

$6,923

$507,806

Accounting Schedule: 05-1
Sponsor: Ashley Sarver / John Robinett
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Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Depreciation Expense - Water

A B Cc D E E G
Line Account Adjusted Depreciation  Depreciation Average Net
Number Number Plant Account Description Jurisdictional Rate Expense Life Salvage
1 INTANGIBLE PLANT
2 301.000 Organization $0 0.00% $0 0 0.00%
3 302.000 Franchises $0 0.00% $0 0 0.00%
4 TOTAL INTANGIBLE PLANT $0 $0
5 SOURCE OF SUPPLY PLANT
6 310.000 Land & Land Rights - SSP $0 0.00% $0 0 0.00%
7 311.000 Structures & Improvements - SSP $180,293 2.50% $4,507 44 -10.00%
8 312.000 Collecting & Impoundment Reservoirs $0 0.00% $0 0 0.00%
9 314.000 Wells & Springs $9,450 2.00% $189 55 -8.00%
10 316.000 Supply Mains $1,162 2.00% $23 50 0.00%
11 TOTAL SOURCE OF SUPPLY PLANT $190,905 $4,719
12 PUMPING PLANT
13 321.000 Structures & Improvements - PP $0 0.00% $0 0 0.00%
14 323.000 Other Power Production Equip. $161,331 4.00% $6,453 25 0.00%
15 325.100 Electric Pumping Equipment $40,430 10.00% $4,043 12 -20.00%
16 325.200 High Service or Booster Pumping Equip $0 0.00% $0 0 0.00%
17 325.300 Shaft-Driven Pumping Equipment $0 0.00% $0 0 0.00%
18 326.000 Diesel Pumping Equipment $0 0.00% $0 0 0.00%
19 TOTAL PUMPING PLANT $201,761 $10,496
20 WATER TREATMENT PLANT
21 330.000 Land & Land Rights-WTP $0 0.00% $0 0 0.00%
22 331.000 Structures & Improvements - WTP $0 0.00% $0 0 0.00%
23 332.000 Water Treatment Equipment $12,244 2.90% $355 35 0.00%
24 TOTAL WATER TREATMENT PLANT $12,244 $355
25 TRANSMISSION & DISTRIBUTION PLANT
26 340.000 Land & Land Rights-T&D $0 0.00% $0 0 0.00%
27 341.000 Structures & Improvements - T&D $0 0.00% $0 0 0.00%
28 342.000 Distribution Reservoirs & Standpipes $127,295 2.50% $3,182 42 -5.00%
29 343.000 Transmission & Distribution Mains $88,593 2.00% $1,772 50 0.00%
30 344.000 Fire Mains $0 0.00% $0 0 0.00%
31 345.000 Services $1,335 2.50% $33 40 0.00%
32 346.000 Meters $59,004 10.00% $5,900 10 0.00%
33 347.000 Meter Installations $500 2.50% $13 40 0.00%
34 348.000 Hydrants $13,420 2.00% $268 50 0.00%
35 TOTAL TRANS. & DISTRIBUTION PLANT $290,147 $11,168
36 GENERAL PLANT
37 390.000 Structures & Improvements (General Plant) $0 2.50% $0 44 -10.00%
38 391.000 Office Furniture & Equipment - CSWR 14% $681 5.00% $34 20 0.00%
39 391.100 Office Computer Equipment & Software - $531 14.30% $76 7 0.00%
CSWR 14%
40 395.000 Transportation Equipment - GP $0 0.00% $0 0 0.00%
41 397.000 Communication Equipment $6,923 6.70% $464 15 0.00%
42 TOTAL GENERAL PLANT $8,135 $574
43 Total Depreciation $703,192 $27,312

Note: Average Life and Net Salvage columns are informational and have no impact on the entered Depreciation Rate.

Accounting Schedule: 06
Sponsor: John Robinett
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Accumulated Depreciation Reserve - Water

A B c D E E G
Line Account Total Adjustment Jurisdictional Adjusted
Number Number Depreciation Reserve Description Reserve Number Adjustments Allocation  Jurisdictional
1 INTANGIBLE PLANT
2 301.000 Organization $0 100.00% $0
3 302.000 Franchises $0 100.00% $0
4 TOTAL INTANGIBLE PLANT $0 $0 $0
5 SOURCE OF SUPPLY PLANT
6 310.000 Land & Land Rights - SSP $0 100.00% $0
7 311.000 Structures & Improvements - SSP $14,868 R-7 $2,279 100.00% $17,147
8 312.000 Collecting & Impoundment Reservoirs $0 100.00% $0
9 314.000 Wells & Springs $8,458 R-9 $236 100.00% $8,694
10 316.000 Supply Mains $1,082 R-10 $29 100.00% $1,111
11 TOTAL SOURCE OF SUPPLY PLANT $24,408 $2,544 $26,952
12 PUMPING PLANT
13 321.000  Structures & Improvements - PP $0 100.00% $0
14 323.000 Other Power Production Equip. $0 R-14 $3,361 100.00% $3,361
15 325.100 Electric Pumping Equipment $9,323 R-15 $2,891 100.00% $12,214
16 325.200 High Service or Booster Pumping Equip $0 100.00% $0
17 325.300  Shaft-Driven Pumping Equipment $0 100.00% $0
18 326.000 Diesel Pumping Equipment $0 100.00% $0
19 TOTAL PUMPING PLANT $9,323 $6,252 $15,575
20 WATER TREATMENT PLANT
21 330.000 Land & Land Rights-WTP $0 100.00% $0
22 331.000 Structures & Improvements - WTP $0 100.00% $0
23 332.000 Water Treatment Equipment $0 R-23 $148 100.00% $148
24 TOTAL WATER TREATMENT PLANT $0 $148 $148
25 TRANSMISSION & DISTRIBUTION PLANT
26 340.000 Land & Land Rights-T&D $0 100.00% $0
27 341.000  Structures & Improvements - T&D $0 100.00% $0
28 342.000 Distribution Reservoirs & Standpipes $31,351 R-28 -$26,691 100.00% $4,660
29 343.000 Transmission & Distribution Mains $45,339 R-29 $1,450 100.00% $46,789
30 344.000 Fire Mains $0 100.00% $0
31 345.000 Services $1,110 R-31 $42 100.00% $1,152
32 346.000 Meters $35,821 R-32 $4,558 100.00% $40,379
33 347.000 Meter Installations $388 R-33 $16 100.00% $404
34 348.000 Hydrants $5,526 R-34 $108 100.00% $5,634
35 TOTAL TRANS. & DISTRIBUTION PLANT $119,535 -$20,517 $99,018
36 GENERAL PLANT
37 390.000  Structures & Improvements (General Plant) $0 100.00% $0
38 391.000 Office Furniture & Equipment - CSWR 14% $0 R-38 $18 100.00% $18
39 391.100  Office Computer Equipment & Software - $0 R-39 $44 100.00% $44
CSWR 14%
40 395.000 Transportation Equipment - GP $0 100.00% $0
41 397.000 Communication Equipment $0 R-41 $193 100.00% $193
42 TOTAL GENERAL PLANT $0 $255 $255
43 TOTAL DEPRECIATION RESERVE $153,266 -$11,318 $141,948

Accounting Schedule: 07
Sponsor: Ashley Sarver / John Robinett
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Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Schedule of Adjustments for Accumulated Depreciation Reserve - Water

A B c D E
Reserve Total
Adjustment Accumulated Depreciation Reserve Account Adjustment  Adjustment
Number Adjustments Description Number Amount Amount

R-7 Structures & Improvements - SSP 311.000 $2,279
1. To update reserves to 10-31-2015. (J. $2,279
Robinett)

R-9 Wells & Springs 314.000 $236
1. To update reserves to 10-31-2015. (J. $236
Robinett)

R-10 Supply Mains 316.000 $29
1. To update reserves to 10-31-2015. (J. $29
Robinett)

R-14 Other Power Production Equip. 323.000 $3,361
1. To update reserves to 10-31-2015. (J. $3,361
Robinett)

R-15 Electric Pumping Equipment 325.100 $2,891
1. To update reserves to 10-31-2015. (J. $2,891
Robinett)

R-23 Water Treatment Equipment 332.000 $148
1. To update reserves to 10-31-2015. (J. $148
Robinett)

R-28 Distribution Reservoirs & Standpipes 342.000 -$26,691
1. Retired 80% of account for old standpipes. -$28,766

(Robinett)

Accounting Schedule: 07-1
Sponsor: John Robinett
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Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Schedule of Adjustments for Accumulated Depreciation Reserve - Water

A B c D E
Reserve Total
Adjustment Accumulated Depreciation Reserve Account Adjustment  Adjustment
Number Adjustments Description Number Amount Amount

2. To update reserves to 10-31-2015. (J. $2,075
Robinett)

R-29 Transmission & Distribution Mains 343.000 $1,450
1. To update reserves to 10-31-2015. (J. $1,450
Robinett)

R-31 Services 345.000 $42
1. To update reserves to 10-31-2015. (J. $42
Robinett)

R-32 Meters 346.000 $4,558
1. To update reserves to 10-31-2015. (J. $4,558
Robinett)

R-33 Meter Installations 347.000 $16
1. To update reserves to 10-31-2015. (J. $16
Robinett)

R-34 Hydrants 348.000 $108
1. To update reserves to 10-31-2015. (J. $108
Robinett)

R-38 Office Furniture & Equipment - CSWR 14% 391.000 $18
1. To update reserves to 10-31-2015. (J. $18
Robinett)

R-39 Office Computer Equipment & Software - CSWR 391.100 $44

Accounting Schedule: 07-1
Sponsor: John Robinett
Page: 2 of 3




Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Schedule of Adjustments for Accumulated Depreciation Reserve - Water

A B c D E
Reserve Total
Adjustment Accumulated Depreciation Reserve Account Adjustment  Adjustment
Number Adjustments Description Number Amount Amount
1. To update reserves to 10-31-2015. (J. $44
Robinett)
R-41 Communication Equipment 397.000 $193
1. To update reserves to 10-31-2015. (J. $193
Robinett)
Total Reserve Adjustments -$11,318

Accounting Schedule: 07-1
Sponsor: John Robinett
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Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Revenue Schedule - Water

A B c D E E G
Account Company/

Line Number Test Year Adjustment  Jurisdictional Jurisdictional Adjusted
Number (Optional) Revenue Description Amount Number Adjustments Allocation Jurisdictional

Rev-1 ANNUALIZED REVENUES

Rev-2 Annualized Rate Revenues $13,737 Rev-2 $18,641 100.00% $32,378

Rev-3 Miscellaneous Revenues $0 Rev-3 $15 100.00% $15

Rev-4 TOTAL ANNUALIZED REVENUES $13,737 $18,656 $32,393

Accounting Schedule: 08
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Revenue Adjustment Schedule - Water

A B c D E
Revenue Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
Rev-2 Annualized Rate Revenues $18,641
1. To Annualize Rate Revenues $18,641
Rev-3 Miscellaneous Revenues $15
1. To Annualize Miscellaneous Revenues $15
Total Revenue Adjustments $18,656

Accounting Schedule: 08-1
Sponsor: Ashley Sarver
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015

Updated through 10-31-2015
Rate Revenue Feeder Schedule - Water

Residential Apartment
5/8" 5/8"
Line A B c D E
Number Description Amount Amount Amount Amount
1 Customer Charge Revenues:
2 Customer Number 218 20
3 Bills Per Year 12 12
4 Customer Bills Per year 2,616 240
5 Current Customer Charge $3.58 $3.58
6 Annualized Customer Charge Revenues $9,365 $859
7 Commodity Charge Revenues:
8 Total Gallons Sold 10,256,810 684,326
9 Less: Base Gallons Included In Customer Charge 0 0
10 Commodity Gallons 10,256,810 684,326
11 Block 1, Commodity Gallons per Block 10,256,810 ° 684,326
12 Block 1, Number of Commodity Gallons per Unit 1,000 1,000
13 Block 1, Commodity Billing Units 10,256.81 684.33
14 Block 1, Existing Commodity Charge $1.84 $1.84
15 Block 1, Annualized Commodity Charge Rev. $18,873 $1,259
16 Total Annualized Water Rate Revenues $28,238‘ $2,118

Commodity Billing Units are based on the number of commodity gallons applicable to each
block, divided by the tariff usage rate gallons (e.g. for tariff rate of $2.50 per 1,000 gallons
of usage, the commodity gallons for that rate would be divided by 1,000 to arrive at the

number of commodity billing units.

Accounting Schedule: 08-2
Sponsor: Ashley Sarver



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015

Updated through 10-31-2015
Rate Revenue Feeder Schedule - Water

Commercial Total
5/8"
Line A E G H |
Number Description Amount Amount Amount Amount
1 Customer Charge Revenues:
2 Customer Number 4 242
3 Bills Per Year 12
4 Customer Bills Per year 48 2,904
5 Current Customer Charge $3.58
6 Annualized Customer Charge Revenues $172 $10,396
7 Commodity Charge Revenues:
8 Total Gallons Sold 1,005,274 11,946,410
9 Less: Base Gallons Included In Customer Charge 0 0
10 Commodity Gallons 1,005,274 11,946,410
11 Block 1, Commodity Gallons per Block 1,005,274
12 Block 1, Number of Commodity Gallons per Unit 1,000
13 Block 1, Commodity Billing Units 1,005.27
14 Block 1, Existing Commodity Charge $1.84
15 Block 1, Annualized Commodity Charge Rev. $1,850 $21,982
16 Total Annualized Water Rate Revenues $2,022‘ $32,378

Commodity Billing Units are based on the number of commodity gallons applicable to each
block, divided by the tariff usage rate gallons (e.g. for tariff rate of $2.50 per 1,000 gallons
of usage, the commodity gallons for that rate would be divided by 1,000 to arrive at the

number of commodity billing units.

Accounting Schedule: 08-2
Sponsor: Ashley Sarver



Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Miscellaneous Revenues Feeder - Water

A B
Line
Number Description Amount
1 1. Primacy Revenue $15
2 Description of Miscellaneous Revenue ltem?2 $0
3 Total Miscellaneous Revenues $15

Accounting Schedule: 08-3
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Schedule - Water

A B c D E E G
Account Company/
Line Number Test Year Adjustment Jurisdictional Adjusted
Number (Optional) Expense Description Amount Number Adjustments Allocation Jurisdictional

1 OPERATIONS EXPENSES

2 623.000 Fuel or Power Purchased for Pumping (Pumping $4,501 W-2 $1,628 100.00% $6,129
Exp)

3 641.000 Chemicals (Water Treatment Expense) $4,453 W-3 -$2,656 100.00% $1,797

4 642.000 Operation Labor and Expenses (Water Treatmt) $20,430 W-4 -$1,951 100.00% $18,479

5 TOTAL OPERATIONS EXPENSE $29,384 -$2,979 $26,405

6 MAINTENANCE EXPENSES

7 631.000 Maintenance of Structures and Improvements $4,453 W-7 -$3,416 100.00% $1,037
(Pumping Exp)

8 TOTAL MAINTENANCE EXPENSE $4,453 -$3,416 $1,037

9 CUSTOMER ACCOUNT EXPENSE

10 903.100 Customer Records and Collection Expense $5,796 W-10 $457 100.00% $6,253
(Billing & Collections)

11 903.200 Customer Records and Collection Expense $0 W-11 $168 100.00% $168
(Office Supplies & Postage)

12 903.280 Customer Records & Collections Expense (Bank $2,949 W-12 -$618 100.00% $2,331
Fees)

13 904.000 Uncollectible Accounts $9,025 W-13 -$8,558 100.00% $467

14 907.000 Customer Service & Information Expense (Web $0 W-14 $38 100.00% $38
Pages) - CSWR 14%

15 TOTAL CUSTOMER ACCOUNT EXPENSE $17,770 -$8,513 $9,257

16 ADMINISTRATIVE & GENERAL EXPENSES

17 920.000 Administrative and General Salaries - CSWR 14% $15,640 W-17 $8,513 100.00% $24,153

18 921.110 Office Supplies & Other Expense (Meal, Travel & $3,115 W-18 -$1,517 100.00% $1,598
Indidental Expense) - CSWR 14%

19 921.500 Office Supplies & Other Expense $277 W-19 $46 100.00% $323
(Communication Services) - CSWR 14%

20 921.800 Office Supplies & Other Expense (Office Supplies $737 W-20 -$242 100.00% $495
& Expenses) - CSWR 14%

21 923.100 Outside Services Employed (Bank Fees) $420 W-21 -$330 100.00% $90

22 923.400 Outside Services Employed (Attorney/Legal Fees) $420 W-22 -$288 100.00% $132

23 923.400 Outside Services Employed (Attorney/Legal Fees) $420 W-23 -$373 100.00% $47
- CSWR 14%

24 923.500 Outside Services Employed $1,260 W-24 -$1,097 100.00% $163
(Accountants/Auditors) - CSWR 14%

25 923.600 Outside Services Employed (Management $140 W-25 -$58 100.00% $82
Consultants) - CSWR 14%

26 923.800 Outside Services Employed (Payroll Fees) - $67 W-26 $221 100.00% $288
CSWR 14%

27 923.900 Outside Services Employed (IT) - CSWR 14% $161 W-27 $54 100.00% $215

28 924.200 Property Insurance (Environmental) $8,920 W-28 -$3,777 100.00% $5,143

29 924.300 Property Insurance (Workers' Comp) - CSWR 14% $0 W-29 $110 100.00% $110

30 924.400 Property Insurance (Commercial) $8,919 W-30 -$2,345 100.00% $6,574

31 926.100 Employee Pension & Benefits (Keyman) - CSWR $0 100.00% $0
14%

32 926.200 Employee Pension & Benefits (United Healthcare) $771 W-32 $3,127 100.00% $3,898
- CSWR 14%

33 926.300 Employee Pension & Benefits (401K) - CSWR 14% $771 W-33 $299 100.00% $1,070

34 926.400 Employee Pension & Benefits $771 W-34 $1,232 100.00% $2,003
(Life/STD/LTD/AD&D) - CSWR 14%

35 931.000 Rents - CSWR 14% $6,087 W-35 $34 100.00% $6,121

Accounting Schedule: 09
Sponsor: Ashley Sarver
Page: 1 of 2




Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Schedule - Water

A B c D E E G
Account Company/
Line Number Test Year Adjustment Jurisdictional Adjusted
Number (Optional) Expense Description Amount Number Adjustments Allocation Jurisdictional

36 TOTAL ADMINISTRATIVE AND GENERAL $48,896 $3,609 $52,505
37 OTHER OPERATING EXPENSES

38 928.100 Regulatory Commission Expense (DNR) $1,188 W-38 -$988 100.00% $200
39 928.200 Regulatory Commission Expense (PSC) $1,188 W-39 -$466 100.00% $722
40 928.400 Regulatory Commission Expense (Sec of State $1,188 W-40 -$1,175 100.00% $13

Bus License) - CSWR 14%

41 Depreciation $0 W-41 $26,675 100.00% $26,675
42 TOTAL OTHER OPERATING EXPENSES $3,564 $24,046 $27,610
43 TAXES OTHER THAN INCOME

44 408.120 SS& Medicare - CSWR 14% $7,255 W-44 -$5,151 100.00% $2,104
45 408.140 Unemployment Tax - CSWR 14% $7,255 W-45 -$6,655 100.00% $600
46 408.160 Property Taxes $10,098 W-46 -$10,082 100.00% $16
47 TOTAL TAXES OTHER THAN INCOME $24,608 -$21,888 $2,720
48 TOTAL OPERATING EXPENSES $128,675 -$9,141 $119,534

Accounting Schedule: 09
Sponsor: Ashley Sarver
Page: 2 of 2




Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064

Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Water

A B Cc D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment

W-2 Fuel or Power Purchased for Pumping (Pumping EXxf 623.000 $1,628
1. To annualize purchase power. (A. Sarver) $1,628

W-3 Chemicals (Water Treatment Expense) 641.000 -$2,656
1. To annualize chemicals. (A. Sarver) -$2,656

W-4 Operation Labor and Expenses (Water Treatmt) 642.000 -$1,951
1. To annualize labor and expenses for water -$1,951
treatment. (A. Sarver)

W-7 Maintenance of Structures and Improvements (Pump 631.000 -$3,416
1. To annualize structures and improvements. (A. -$3,416
Sarver)

W-10 Customer Records and Collection Expense (Billing & 903.100 $457
1. To annualize customer bills. (A. Sarver) $457

W-11 Customer Records and Collection Expense (Office Si 903.200 $168
1. To annualize office supplies and postage. (A. $168
Sarver)

W-12 Customer Records & Collections Expense (Bank Fee 903.280 -$618
1. To annualize bank fees. (A. Sarver) -$618

W-13 Uncollectible Accounts 904.000 -$8,558
1. To remove bad debt. (A. Sarver) -$8,558

W-14 Customer Service & Information Expense (Web Page 907.000 $38

1. To annualize web page expenses. (A. Sarver)

$38

Accounting Schedule: 09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064

Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Water

A B Cc D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment

W-17 Administrative and General Salaries - CSWR 14% 920.000 $8,513
1. To adjust test year payroll to reflect Staff's $8,513
annualized payroll expense. (A. Sarver)

W-18 Office Supplies & Other Expense (Meal, Travel & Indi 921.110 -$1,517
1. Adjustment to annualize travel and meal -$1,517
expenses relating only to Hillcrest water. (A. Sarver)

W-19 Office Supplies & Other Expense (Communication Se 921.500 $46
1. To annualize communication expense. (A. Sarver) $46

W-20 Office Supplies & Other Expense (Office Supplies & | 921.800 -$242
1. Adjustments to office supplies. (A. Sarver) -$242

W-21 Outside Services Employed (Bank Fees) 923.100 -$330
1. To annualize bank fees. (A. Sarver) -$330

W-22 Outside Services Employed (Attorney/Legal Fees) 923.400 -$288
1. To annualize legal fees. (A. Sarver) -$288

W-23 Outside Services Employed (Attorney/Legal Fees) - C 923.400 -$373
1. Adjustment to attorney/legal fees. (A. Sarver) -$373

W-24 Outside Services Employed (Accountants/Auditors) - 923.500 -$1,097
1. To annualize accountants/auditors expense. (A. -$1,097
Sarver)

W-25 Outside Services Employed (Management Consultan 923.600 -$58

Accounting Schedule: 09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064

Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Water

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
1. Adjustment to management consultant fees. (A. -$58
Sarver)
W-26 Outside Services Employed (Payroll Fees) - CSWR 1¢ 923.800 $221
1. To annualize payroll fees. (A. Sarver) $221
W-27 Outside Services Employed (IT) - CSWR 14% 923.900 $54
1. To annualize IT expenses. (A. Sarver) $54
W-28 Property Insurance (Environmental) 924.200 -$3,777
1. To annualize environmental insurance. (A. Sarver) -$3,777
W-29 Property Insurance (Workers' Comp) - CSWR 14% 924.300 $110
1. To annualize workerman comp insurance. (A. $110
Sarver)
W-30 Property Insurance (Commercial) 924.400 -$2,345
1. To annualize property insurance. (A. Sarver) -$2,345
W-32 Employee Pension & Benefits (United Healthcare) - C 926.200 $3,127
1. To annualize healthcare benefits. (A. Sarver) $3,127
W-33 Employee Pension & Benefits (401K) - CSWR 14% 926.300 $299
1. To annualize 401K benefits. (A. Sarver) $299
W-34 Employee Pension & Benefits (Life/STD/LTD/AD&D) - 926.400 $1,232
1. To annualize Life/STD/LTD/AD&D benefits. (A. $1,232

Sarver)

Accounting Schedule: 09-1
Sponsor: Ashley Sarver
Page: 3 of 5



Hillcrest Utility Operating Company, Inc.

Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Water

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment

W-35 Rents - CSWR 14% 931.000 $34
1. To annualize rent expense. (A. Sarver) $34

W-38 Regulatory Commission Expense (DNR) 928.100 -$988
1. Adjustment to include DNR current fees. (A. -$988
Sarver)

W-39 Regulatory Commission Expense (PSC) 928.200 -$466
1. Adjustment to normalize rate case expense. (A. -$80
Sarver)

2. Adjustment to include PSC Assessment. (A. -$386
Sarver)

W-40 Regulatory Commission Expense (Sec of State Bus L 928.400 -$1,175
1. To annualize business license for Hillcrest. (A. -$1,175
Sarver)

W-41 Depreciation $26,675
1. To Annualize Depreciation $27,312
2. CIAC depreciation off set. (J. Robinett) -$637

W-44 SS& Medicare - CSWR 14% 408.120 -$5,151
1. To adjust for Staff's annualized amount for social -$5,151
security and medicare tax. (A. Sarver)

W-45 Unemployment Tax - CSWR 14% 408.140 -$6,655
1. To adjust for Staff's annualized amount for -$6,655
unemployment tax. (A. Sarver)

W-46 Property Taxes 408.160 -$10,082
1. To annualize property tax. (A. Sarver) -$10,082

Accounting Schedule: 09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Test Year Ending 7-31-2015
Updated through 10-31-2015
Expense Adjustment Schedule - Water

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
Total Expense Adjustments -$9,141

Accounting Schedule: 09-1
Sponsor: Ashley Sarver
Page: 5 of 5
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate Designh Schedule - Sewer

A B c D E E
Account
Line Number Staff Customer Percentage
Number Description (Optional) Annualized Charge Commodity Rate
Rev-1 ANNUALIZED REVENUES
Rev-2 Annualized Rate Revenues (1) $41,431
Rev-3 Miscellaneous Revenues (1) $0
Rev-4 TOTAL ANNUALIZED REVENUES $41,431
1 OPERATIONS EXPENSES (2)
2 Chemicals (Treatment and Disposal Exp) 741.000 $4,179 $0 $4,179 0.00%
3 Treatment and Labor 742.000 $23,088 $0 $23,088 0.00%
4 Fuel & Power for Sewage Treatment and 743.000 $4,971 $0 $4,971 0.00%
Pumping
5 TOTAL OPERATIONS EXPENSE $32,238 $0 $32,238
6 MAINTENANCE EXPENSES
7 Maintenance of Collection Sewers 712.000 $10,484 $0 $10,484 0.00%
8 Maintenance of Pumping Equipment (Pumping 732.000 $803 $0 $803 0.00%
Exp)
9 Maintenance of Treatment & Disposal Plant 752.000 $400 $0 $400 0.00%
10 TOTAL MAINTENANCE EXPENSE $11,687 $0 $11,687
11 CUSTOMER ACCOUNT EXPENSE
12 Customer Records & Collection Expense 903.100 $6,229 $0 $6,229 0.00%
(Billing & Collections)
13 Customer Records & Collection Expense (Office 903.200 $58 $0 $58 0.00%
Supplies & Postage)
14 Customer Records & Collection Expense (Bank 903.280 $2,331 $0 $2,331 0.00%
Fees)
15 Uncollectible Accounts 904.000 $467 $0 $467 0.00%
16 Customer Service & Information Expense (web 907.000 $38 $0 $38 0.00%
page) - CSWR 14%
17 TOTAL CUSTOMER ACCOUNT EXPENSE $9,123 $0 $9,123
18 ADMINISTRATIVE & GENERAL EXPENSES
19 Administrative and General Salaries - CSWR 920.000 $24,153 $0 $24,153 0.00%
14%
20 Office Supplies & Other Expenses (Meals, 921.110 $1,598 $0 $1,598 0.00%
Travel, Indidental Expense) - CSWR 14%
21 Office Supplies & Other Expenses 921.500 $323 $0 $323 0.00%
(Communication Service) - CSWR 14%
22 Office Supplies & Other Expenses (Office 921.800 $495 $0 $495 0.00%
23 Outside Services Employed (Bank Fees) 923.100 $90 $0 $90 0.00%
24 Outside Services Employed (Attorneys/Legal 923.400 $132 $0 $132 0.00%
Fees)
25 Outside Services Employed (Attorneys/Legal 923.400 $47 $0 $47 0.00%
Fees) - CSWR 14%
26 Outside Services Employed 923.500 $163 $0 $163 0.00%
(Accountants/Auditors) - CSWR 14%
27 Outside Services Employed (Management 923.600 $82 $0 $82 0.00%
Consultants) - CSWR 14%
28 Outside Services Employed (Payroll Fees) - 923.800 $288 $0 $288 0.00%
CSWR 14%
29 Outside Services Employed (IT) - CSWR 14% 923.900 $215 $0 $215 0.00%
30 Property Insurance (Environmental) 924.200 $5,143 $0 $5,143 0.00%
31 Property Insurance (Workers' Comp) - CSWR 924.300 $110 $0 $110 0.00%
14%
32 Property Insurance (Commercial) 924.400 $6,574 $0 $6,574 0.00%
33 Employee Pension & Benefits (Keyman) - CSWR 926.100 $0 $0 $0 0.00%
14%
34 Employee Pension & Benefits (United 926.200 $3,898 $0 $3,898 0.00%
Healthcare) - CSWR 14%
35 Employee Pension & Benefits (401k) - CSWR 926.300 $1,070 $0 $1,070 0.00%

14%

Accounting Schedule:01
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Rate Designh Schedule - Sewer

A B c D E E
Account
Line Number Staff Customer Percentage
Number Description (Optional) Annualized Charge Commodity Rate
36 Employee Pension & Benefits 926.400 $2,003 $0 $2,003 0.00%
(Life/STD/LTD/AD&D) - CSWR 14%
37 Rents - CSWR 14% 931.000 $6,121 $0 $6,121 0.00%
38 TOTAL ADMINISTRATIVE AND GENERAL $52,505 $0 $52,505
39 OTHER OPERATING EXPENSES
40 Regulatory Commission Expense (DNR) 928.100 $3,000 $0 $3,000 0.00%
41 Regulatory Commission Expense (PSC) 928.200 $732 $0 $732 0.00%
42 Regulatory Commission Expense (Sec of State 928.400 $13 $0 $13 0.00%
Bus License) - CSWR 14%
43 Depreciation $31,467 $0 $31,467 0.00%
44 TOTAL OTHER OPERATING EXPENSES $35,212 $0 $35,212
45 TAXES OTHER THAN INCOME
46 SS & Medicare - CSWR 14% 408.120 $2,104 $0 $2,104 0.00%
47 Unemployment Tax - CSWR 14% 408.140 $600 $0 $600 0.00%
48 Property Tax 408.160 $16 $0 $16 0.00%
49 TOTAL TAXES OTHER THAN INCOME $2,720 $0 $2,720
50 TOTAL OPERATING EXPENSES $143,485 $0 $143,485
51 Interest Expense (3) $40,657 $0 $40,657 0.00%
52 Return on Equity (3) $19,657 $0 $19,657 0.00%
53 Income Taxes 3) $4,895 $0 $4,895 0.00%
54 TOTAL INTEREST RETURN & TAXES $65,209 $0 $65,209
55 TOTAL COST OF SERVICE $208,694 $0 $208,694
56 Less: Miscellaneous Revenues $0 $0 $0 0.00%
57 COST TO RECOVER IN RATES $208,694 $0 $208,694
58 INCREMENTAL INCREASE IN RATE REVENUES $167,263
59 PERCENTAGE OF INCREASE 403.71%
60 REQUESTED INCREASE IN REVENUES $216,663

(1) From Revenue Schedule
(2) From Expense Schedule
(3) From PreTax Rate of Return Schedule, Rate Base & Return Schedule

Accounting Schedule:01
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Rate Base Required Return on Investment Schedule - Sewer

A

Rate Base Description

B
Dollar
Amount

Plant In Service

$831,094 From Plant Schedule

Less Accumulated Depreciation Reserve $182,197 From Depreciation Reserve Schedule

Net Plant In Service
Other Rate Base Items:

Contribution in Aid of Construction
Amortization (positive or zero)

Prepayment (Workers Comp)

Contribution in Aid of Construction
(negative or zero)

Total Rate Base

Total Weighted Rate of Return
Including Income Tax

Required Return & Income Tax

$648,897
$0

$82,915

$78

-$121,424

$610,466

10.68% From PreTax Return & Taxes Schedule

$65,209

Accounting Schedule:02
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Rate of Return Including Income Tax - Sewer

A B formulas

1 State Income Tax Rate Statutory / Effective 6.25% (2) 581% (1-(B2x.5))xAl

2 Federal Income Tax Rate Statutory / Effective 15.00% (1) & (2) 14.13% (1-Bl)x A2

3 Composite Effective Income Tax Rate 19.94% Bl +B2

4 Equity Tax Factor 1.2490 1/(1-B3)

5 Recommended Weighted Rate of Return on Equity - 3.22% From Capital Structure Schedule
Common and Preferred

6 Weighted Rate of Return on Equity Including Income Tax 4.02% B4 xB5

7 Recommended Weighted Rate of Return on Debt - 6.66% From Capital Structure Schedule
Long-Term and Short-Term

8 Total Weighted Rate of Return Including Income Tax 10.68% B6+B7

1)

If Sub-Chapter S Corporation, Enter Y:

Tax Rate Table

To Rate Base Schedule

Equity Income Required

& Preliminary Federal Tax

$23,126

Net Income Range

Start End Tax Rate Amount in Range Tax on Range
$0 $50,000 15.00% $23,126 $3,469
$50,001 $75,000 25.00% $0 $0
$75,001 $100,000 34.00% $0 $0
$100,001 $335,000 39.00% $0 $0
$335,001 $9,999,999,999 34.00% $0 $0
$23,126 $3,469

Consolidated Tax Rate:
0.15

Average Tax Rate:

Accounting Schedule:03
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Capital Structure Schedule - Sewer

A B c D E
Percentage
of Total Embedded Weighted
Line Dollar Capital Cost of Cost of
Number Description Amount Structure Capital Capital
1 Common Stock $287,165 25.00% 12.88% 3.220%
2 Other Security-Non Tax $0 0.00% 0.00% 0.000%
Deductible
3 Preferred Stock $0 0.00% 0.00% 0.000%
4 Long Term Debt $861,498 75.00% 8.88% 6.660%
5 Short Term Debt $0 0.00% 0.00% 0.000%
6 Other Security-Tax $0 0.00% 0.00% 0.000%
Deductible
7 TOTAL CAPITALIZATION $1,148,663 100.00% 9.880%

To PreTax Return Rate Schedule

Accounting Schedule:04
Sponsor: Shana Griffin
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065

Test Year Ending 7-31-2015
Updated through 10-31-2015

Plant In Service - Sewer

A B c D E E G
Line Account # Total Adjustment Jurisdictional Adjusted
Number (Optional) Plant Account Description Plant Number Adjustments Allocation Jurisdictional
1 INTANGIBLE PLANT
2 301.000 Organization $0 100.00% $0
3 302.000 Franchises $0 100.00% $0
4 303.000 Miscellaneous Intangible Plant $0 100.00% $0
5 TOTAL INTANGIBLE PLANT $0 $0 $0
6 SOURCE OF SUPPLY PLANT
7 310.000 Land & Land Rights $0 100.00% $0
8 TOTAL SOURCE OF SUPPLY PLANT $0 $0 $0
9 COLLECTION PLANT
10 351.000 Structures and Improvements $0 100.00% $0
11 352.100 Collection Sewers - Force $57,096 P-11 $10,088 100.00% $67,184
12 352.200 Collection Sewers - Gravity $72,980 P-12 $15,955 100.00% $88,935
13 353.000 Services to Customers $7,186 100.00% $7,186
14 TOTAL COLLECTION PLANT $137,262 $26,043 $163,305
15 PUMPING PLANT
16 363.000 Electric Pumping Equipment $0 P-16 $2,400 100.00% $2,400
17 TOTAL PUMPING PLANT $0 $2,400 $2,400
18 TREATMENT & DISPOSAL PLANT
19 371.000 Structures and Improvements $0 P-19 $22,189 100.00% $22,189
20 372.000 Treatment and Disposal Equipment $12,184 P-20 $431,101 100.00% $443,285
21 372.100 Oxidation Lagoon $91,204 100.00% $91,204
22 373.000 Plant Sewers $0 P-22 $42,757 100.00% $42,757
23 374.000 Outfall Sewer Lines $0 P-23 $40,870 100.00% $40,870
24 TOTAL TREATEMENT & DISPOSAL PLANT $103,388 $536,917 $640,305
25 GENERAL PLANT
26 391.000 Office Furniture & Equipment - CSWR 14% $0 P-26 $681 100.00% $681
27 391.100 Office Computer Equipment & Software - CSWR $0 pP-27 $531 100.00% $531
14%
28 393.000 Stores Equipment $700 100.00% $700
29 397.000 Communication Equipment $0 P-29 $23,172 100.00% $23,172
30 TOTAL GENERAL PLANT $700 $24,384 $25,084
31 TOTAL PLANT IN SERVICE $241,350 $589,744 $831,094

To Rate Base & Depreciation Schedules

Accounting Schedule:05
Sponsor: Ashley Sarver / John Robinett
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Schedule of Adjustments for Plant in Service - Sewer

A B c D E
Plant
Adjustment Account Adjustment Total
Number Plant In Service Adjustment Description Number Amount Adjustment
P-11 Collection Sewers - Force 352.100 $10,088
1. To include plant improvements since $12,259

acquisition case for collection sewers - force.
(Sarver/Robinett)

2. To move from Account 352.100 to Account -$2,400
363.00 (Robinett)

3. AFUDC - Carrying Cost. (Sarver) $229
P-12 Collection Sewers - Gravity 352.200 $15,955
1. To include plant improvements since $924

acquisition case for collection sewers - gravity.
(Sarver/Robinett)

2. To include a new house connection per $15,000
estimate from Josiah Cox on 12-28-2015. (J.
Robinett)
3. AFUDC - Carrying Cost. (Sarver) $31

P-16 Electric Pumping Equipment 363.000 $2,400
1. To move from Account 352.10 (Robinett) $2,400

P-19 Structures and Improvements 371.000 $22,189
1. To include plant improvements since $21,853

acquisition case for structures and
improvements. (Sarver/Robinett)

2. AFUDC - Carrying Cost. (Sarver) $336
P-20 Treatment and Disposal Equipment 372.000 $431,101
1. To include plant improvements since $423,362

acquisition case for treatment and disposal
equipment. (Sarver/Robinett)

Accounting Schedule:05-1
Sponsor: Ashley Sarver / John Robinett
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Schedule of Adjustments for Plant in Service - Sewer

A B c D E
Plant
Adjustment Account Adjustment Total
Number Plant In Service Adjustment Description Number Amount Adjustment

2. To capitalize payroll. (Sarver) $886
3. AFUDC - Carrying Cost. (Sarver) $6,853

P-22 Plant Sewers 373.000 $42,757
1. To include plant improvements since $42,136

acquisition case for plant sewers.
(Sarver/Robinett)

2. AFUDC - Carrying Cost. (Sarver) $621
P-23 Outfall Sewer Lines 374.000 $40,870
1. To include plant improvements since $40,250

acquisition case for outfall sewer lines.
(Sarver/Robinett)

3. AFUDC - Carrying Cost. (Sarver) $620
P-26 Office Furniture & Equipment - CSWR 14% 391.000 $681
1. To include plant improvements since $681

acquisition case for office furniture and
equipment. (Sarver/Robinett)

Office Computer Equipment & Software - 391.100 $531
P-27 CSWR 14%

1. To include plant improvements since $531
acquisition case for office computer
eqauipment. (Sarver/Robinett)

P-29 Communication Equipment 397.000 $23,172

1. To include plant improvements since $22,415
acquisition case for communication
equipment. (Sarver/Robinett)

3. AFUDC - Carrying Cost. (Sarver) $757

Accounting Schedule:05-1
Sponsor: Ashley Sarver / John Robinett
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Schedule of Adjustments for Plant in Service - Sewer

A B c D E
Plant
Adjustment Account Adjustment Total
Number Plant In Service Adjustment Description Number Amount Adjustment
Total Plant Adjustments $589,744

Accounting Schedule:05-1
Sponsor: Ashley Sarver / John Robinett

Page: 3 of 3



Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Depreciation Expense - Sewe

r

A B Cc D E E G
Line Account Adjusted Depreciation  Depreciation Average Net
Number Number Plant Account Description Jurisdictional Rate Expense Life Salvage
1 INTANGIBLE PLANT
2 301.000 Organization $0 0.00% $0 0 0.00%
3 302.000 Franchises $0 0.00% $0 0 0.00%
4 303.000 Miscellaneous Intangible Plant $0 0.00% $0 0 0.00%
5 TOTAL INTANGIBLE PLANT $0 $0
6 SOURCE OF SUPPLY PLANT
7 310.000 Land & Land Rights $0 0.00% $0 0 0.00%
8 TOTAL SOURCE OF SUPPLY PLANT $0 $0
9 COLLECTION PLANT
10 351.000 Structures and Improvements $0 0.00% $0 28 0.00%
11 352.100 Collection Sewers - Force $67,184 2.00% $1,344 50 0.00%
12 352.200 Collection Sewers - Gravity $88,935 2.00% $1,779 50 0.00%
13 353.000 Services to Customers $7,186 2.00% $144 50 0.00%
14 TOTAL COLLECTION PLANT $163,305 $3,267
15 PUMPING PLANT
16 363.000 Electric Pumping Equipment $2,400 10.00% $240 10 0.00%
17 TOTAL PUMPING PLANT $2,400 $240
18 TREATMENT & DISPOSAL PLANT
19 371.000 Structures and Improvements $22,189 3.70% $821 30 -10.00%
20 372.000 Treatment and Disposal Equipment $443,285 5.00% $22,164 22 -10.00%
21 372.100 Oxidation Lagoon $91,204 4.00% $3,648 40 -60.00%
22 373.000 Plant Sewers $42,757 2.50% $1,069 40 0.00%
23 374.000 Outfall Sewer Lines $40,870 2.00% $817 50 0.00%
24 TOTAL TREATEMENT & DISPOSAL PLANT $640,305 $28,519
25 GENERAL PLANT
26 391.000 Office Furniture & Equipment - CSWR 14% $681 5.00% $34 20 0.00%
27 391.100 Office Computer Equipment & Software - $531 14.30% $76 7 0.00%
CSWR 14%
28 393.000 Stores Equipment $700 4.00% $28 25 0.00%
29 397.000 Communication Equipment $23,172 6.70% $1,553 15 0.00%
30 TOTAL GENERAL PLANT $25,084 $1,691
31 Total Depreciation $831,094 $33,717

Note: Average Life and Net Salvage columns are informational and have no impact on the entered Depreciation Rate.

Accounting Schedule:06
Sponsor: John Robinett
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Accumulated Depreciation Reserve - Sewer

A B c D E E G
Line Account Total Adjustment Jurisdictional Adjusted
Number Number Depreciation Reserve Description Reserve Number Adjustments Allocation  Jurisdictional
1 INTANGIBLE PLANT
2 301.000 Organization $0 100.00% $0
3 302.000 Franchises $0 100.00% $0
4 303.000 Miscellaneous Intangible Plant $0 100.00% $0
5 TOTAL INTANGIBLE PLANT $0 $0 $0
6 SOURCE OF SUPPLY PLANT
7 310.000 Land & Land Rights $0 100.00% $0
8 TOTAL SOURCE OF SUPPLY PLANT $0 $0 $0
9 COLLECTION PLANT
10 351.000 Structures and Improvements $0 100.00% $0
11 352.100 Collection Sewers - Force $51,465 R-11 $435 100.00% $51,900
12 352.200 Collection Sewers - Gravity $34,239 R-12 $463 100.00% $34,702
13 353.000 Services to Customers $5,421 R-13 $180 100.00% $5,601
14 TOTAL COLLECTION PLANT $91,125 $1,078 $92,203
15 PUMPING PLANT
16 363.000 Electric Pumping Equipment $0 R-16 $100 100.00% $100
17 TOTAL PUMPING PLANT $0 $100 $100
18 TREATMENT & DISPOSAL PLANT
19 371.000  Structures and Improvements $0 R-19 $342 100.00% $342
20 372.000 Treatment and Disposal Equipment $12,241 R-20 $9,743 100.00% $21,984
21 372.100 Oxidation Lagoon $61,150 R-21 $3,880 100.00% $65,030
22 373.000 Plant Sewers $0 R-22 $445 100.00% $445
23 374.000 Outfall Sewer Lines $0 R-23 $341 100.00% $341
24 TOTAL TREATEMENT & DISPOSAL PLANT $73,391 $14,751 $88,142
25 GENERAL PLANT
26 391.000 Office Furniture & Equipment - CSWR 14% $0 R-26 $18 100.00% $18
27 391.100  Office Computer Equipment & Software - $0 R-27 $44 100.00% $44
CSWR 14%
28 393.000 Stores Equipment $955 R-28 $88 100.00% $1,043
29 397.000 Communication Equipment $0 R-29 $647 100.00% $647
30 TOTAL GENERAL PLANT $955 $797 $1,752
31 TOTAL DEPRECIATION RESERVE $165,471 $16,726 $182,197

To Rate Base Schedule

Accounting Schedule:07
Sponsor: Ashley Sarver / John Robinett
Page: 1 of 1




Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Schedule of Adjustments for Accumulated Deprecreciation Reserve - Sewer

A B c D E
Reserve Total
Adjustment Accumulated Depreciation Reserve Account Adjustment  Adjustment
Number Adjustments Description Number Amount Amount

R-11 Collection Sewers - Force 352.100 $435
1. To update reserves as of 10-31-2015. (J. $435
Robinett)

R-12 Collection Sewers - Gravity 352.200 $463
1. To update reserves as of 10-31-2015. (J. $463
Robinett)

R-13 Services to Customers 353.000 $180
1. To update reserves as of 10-31-2015. (J. $180
Robinett)

R-16 Electric Pumping Equipment 363.000 $100
1. To update reserves as of 10-31-2015. (J. $100
Robinett)

R-19 Structures and Improvements 371.000 $342
1. To update reserves as of 10-31-2015. (J. $342
Robinett)

R-20 Treatment and Disposal Equipment 372.000 $9,743
1. To update reserves as of 10-31-2015. (J. $9,743
Robinett)

R-21 Oxidation Lagoon 372.100 $3,880
1. To update reserves as of 10-31-2015. (J. $3,880

Robinett)

Accounting Schedule:07-1
Sponsor: John Robinett
Page: 1 of 2




Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Schedule of Adjustments for Accumulated Deprecreciation Reserve - Sewer

A B c D E
Reserve Total
Adjustment Accumulated Depreciation Reserve Account Adjustment  Adjustment
Number Adjustments Description Number Amount Amount

R-22 Plant Sewers 373.000 $445
1. To update reserves as of 10-31-2015. (J. $445
Robinett)

R-23 Outfall Sewer Lines 374.000 $341
1. To update reserves as of 10-31-2015. (J. $341
Robinett)

R-26 Office Furniture & Equipment - CSWR 14% 391.000 $18
1. To update reserves as of 10-31-2015. (J. $18
Robinett)

R-27 Office Computer Equipment & Software - CSWR 391.100 $44
1. To update reserves as of 10-31-2015. (J. $44
Robinett)

R-28 Stores Equipment 393.000 $88
1. To update reserves as of 10-31-2015. (J. $88
Robinett)

R-29 Communication Equipment 397.000 $647
1. To update reserves as of 10-31-2015. (J. $647
Robinett)
Total Reserve Adjustments $16,726

Accounting Schedule:07-1
Sponsor: John Robinett
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Revenue Schedule - Sewer

A B c D E E G
Account Company/

Line Number Test Year Adjustment  Jurisdictional Jurisdictional Adjusted
Number (Optional) Revenue Description Amount Number Adjustments Allocation Jurisdictional

Rev-1 ANNUALIZED REVENUES

Rev-2 Annualized Rate Revenues $13,737 Rev-2 $27,694 100.00% $41,431

Rev-3 Miscellaneous Revenues $0 Rev-3 $0 100.00% $0

Rev-4 TOTAL ANNUALIZED REVENUES $13,737 $27,694 $41,431

Accounting Schedule:08
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Revenue Adjustment Schedule - Sewer

A B c D E
Revenue Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
Rev-2 Annualized Rate Revenues $27,694
1. To Annualize Rate Revenues $27,694
Rev-3 Miscellaneous Revenues $0
1. To Annualize Miscellaneous Revenues $0
Total Revenue Adjustments $27,694

Accounting Schedule:08-1
Sponsor: Ashley Sarver
Page: 1 of 1




Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Hillcrest Utility Operating Company, Inc.

Revenue Summary Schedule - Sewer

Residential Apartments
5/8" 5/8"
Line A B c ) E
Number Description Amount Amount Amount Amount
1 Customer Charge Revenues:
2 Customer Number 216 20
3 Bills Per Year 12 12
4 Customer Bills Per year 2,592 240
5 Current Customer Charge $14.63 $11.70
6 Annualized Customer Charge Revenues $37,921 $2,808
7 Commodity Charge Revenues:
8 Total Gallons Sold 0 0
9 Less: Base Gallons Included In Customer Charge 0 0
10 Commodity Gallons 0 0
11 Block 1, Commodity Gallons per Block 0 0
12 Block 1, Number of Commodity Gallons per Unit 0 0
13 Block 1, Commodity Billing Units 0.00 0.00
14 Block 1, Existing Commodity Charge $0.00 $0.00
15 Block 1, Annualized Commodity Charge Rev. $0 $0
16 Total Annualized Sewer Rate Revenues $37,921‘ $2,808

Commodity Billing Units are based on the number of commodity gallons applicable to each
block, divided by the tariff usage rate gallons (e.g. for tariff rate of $2.50 per 1,000 gallons
of usage, the commodity gallons for that rate would be divided by 1,000 to arrive at the

number of commodity billing units.

Accounting Schedule:08-2
Sponsor: Ashley Sarver



Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Hillcrest Utility Operating Company, Inc.

Revenue Summary Schedule - Sewer

Commercial Total
5/8"
Line A E G H |
Number Description Amount Amount Amount Amount
1 Customer Charge Revenues:
2 Customer Number 4 240
3 Bills Per Year 12
4 Customer Bills Per year 48 2,880
5 Current Customer Charge $14.63
6 Annualized Customer Charge Revenues $702 $41,431
7 Commodity Charge Revenues:
8 Total Gallons Sold 0 0
9 Less: Base Gallons Included In Customer Charge 0 0
10 Commodity Gallons 0 0
11 Block 1, Commodity Gallons per Block 0
12 Block 1, Number of Commodity Gallons per Unit 0
13 Block 1, Commodity Billing Units 0.00
14 Block 1, Existing Commodity Charge $0.00
15 Block 1, Annualized Commodity Charge Rev. $0 $0
16  Total Annualized Sewer Rate Revenues $702 $41,431

Commodity Billing Units are based on the number of commodity gallons applicable to each
block, divided by the tariff usage rate gallons (e.g. for tariff rate of $2.50 per 1,000 gallons
of usage, the commodity gallons for that rate would be divided by 1,000 to arrive at the

number of commodity billing units.

Accounting Schedule:08-2
Sponsor: Ashley Sarver



Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Miscellaneous Revenues Feeder - Sewer

A B
Line
Number Description Amount
1 Description of Miscellaneous Revenue Iltem1 $0
2 Description of Miscellaneous Revenue ltem?2 $0
3 Total Miscellaneous Revenues $0

Accounting Schedule:08-3
Sponsor: Ashley Sarver
Page: 1 of 1



Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Expense Schedule - Sewer

A B c D E E G
Account Company/
Line Number Test Year Adjustment Jurisdictional Adjusted
Number (Optional) Expense Description Amount Number Adjustments Allocation Jurisdictional

1 OPERATIONS EXPENSES

2 741.000 Chemicals (Treatment and Disposal Exp) $4,453 S-2 -$274 100.00% $4,179

3 742.000 Treatment and Labor $20,430 S-3 $2,658 100.00% $23,088

4 743.000 Fuel & Power for Sewage Treatment and $4,501 S-4 $470 100.00% $4,971
Pumping

5 TOTAL OPERATIONS EXPENSE $29,384 $2,854 $32,238

6 MAINTENANCE EXPENSES

7 712.000 Maintenance of Collection Sewers $0 S-7 $10,484 100.00% $10,484

8 732.000 Maintenance of Pumping Equipment (Pumping $4,453 S-8 -$3,650 100.00% $803
Exp)

9 752.000 Maintenance of Treatment & Disposal Plant $4,453 S-9 -$4,053 100.00% $400

10 TOTAL MAINTENANCE EXPENSE $8,906 $2,781 $11,687

11 CUSTOMER ACCOUNT EXPENSE

12 903.100 Customer Records & Collection Expense (Billing $5,796 S-12 $433 100.00% $6,229
& Collections)

13 903.200 Customer Records & Collection Expense (Office $0 S-13 $58 100.00% $58
Supplies & Postage)

14 903.280 Customer Records & Collection Expense (Bank $2,949 S-14 -$618 100.00% $2,331
Fees)

15 904.000 Uncollectible Accounts $9,025 S-15 -$8,558 100.00% $467

16 907.000 Customer Service & Information Expense (web $0 S-16 $38 100.00% $38
page) - CSWR 14%

17 TOTAL CUSTOMER ACCOUNT EXPENSE $17,770 -$8,647 $9,123

18 ADMINISTRATIVE & GENERAL EXPENSES

19 920.000 Administrative and General Salaries - CSWR 14% $15,640 S-19 $8,513 100.00% $24,153

20 921.110 Office Supplies & Other Expenses (Meals, Travel, $3,115 S-20 -$1,517 100.00% $1,598
Indidental Expense) - CSWR 14%

21 921.500 Office Supplies & Other Expenses $277 S-21 $46 100.00% $323
(Communication Service) - CSWR 14%

22 921.800 Office Supplies & Other Expenses (Office $737 S-22 -$242 100.00% $495
Supplies & Expenses) - CSWR 14%

23 923.100 Outside Services Employed (Bank Fees) $420 S-23 -$330 100.00% $90

24 923.400 Outside Services Employed (Attorneys/Legal $420 S-24 -$288 100.00% $132
Fees)

25 923.400 Outside Services Employed (Attorneys/Legal $420 S-25 -$373 100.00% $47
Fees) - CSWR 14%

26 923.500 Outside Services Employed $1,260 S-26 -$1,097 100.00% $163
(Accountants/Auditors) - CSWR 14%

27 923.600 Outside Services Employed (Management $140 S-27 -$58 100.00% $82
Consultants) - CSWR 14%

28 923.800 Outside Services Employed (Payroll Fees) - $67 S-28 $221 100.00% $288
CSWR 14%

29 923.900 Outside Services Employed (IT) - CSWR 14% $161 S-29 $54 100.00% $215

30 924.200 Property Insurance (Environmental) $8,920 S-30 -$3,777 100.00% $5,143

31 924.300 Property Insurance (Workers' Comp) - CSWR 14% $0 S-31 $110 100.00% $110

32 924.400 Property Insurance (Commercial) $8,919 S-32 -$2,345 100.00% $6,574

33 926.100 Employee Pension & Benefits (Keyman) - CSWR $0 100.00% $0
14%

34 926.200 Employee Pension & Benefits (United Healthcare) $771 S-34 $3,127 100.00% $3,898
- CSWR 14%

35 926.300 Employee Pension & Benefits (401k) - CSWR 14% $771 S-35 $299 100.00% $1,070

36 926.400 Employee Pension & Benefits $771 S-36 $1,232 100.00% $2,003

(Life/STD/LTD/AD&D) - CSWR 14%

Accounting Schedule:09
Sponsor: Ashley Sarver
Page: 1 of 2




Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Expense Schedule - Sewer

A B c D E E G
Account Company/
Line Number Test Year Adjustment Jurisdictional Adjusted
Number (Optional) Expense Description Amount Number Adjustments Allocation Jurisdictional

37 931.000 Rents - CSWR 14% $6,087 S-37 $34 100.00% $6,121
38 TOTAL ADMINISTRATIVE AND GENERAL $48,896 $3,609 $52,505
39 OTHER OPERATING EXPENSES

40 928.100 Regulatory Commission Expense (DNR) $1,188 S-40 $1,812 100.00% $3,000
41 928.200 Regulatory Commission Expense (PSC) $1,188 S-41 -$456 100.00% $732
42 928.400 Regulatory Commission Expense (Sec of State $1,188 S-42 -$1,175 100.00% $13

Bus License) - CSWR 14%

43 Depreciation $0 S-43 $31,467 100.00% $31,467
44 TOTAL OTHER OPERATING EXPENSES $3,564 $31,648 $35,212
45 TAXES OTHER THAN INCOME

46 408.120 SS & Medicare - CSWR 14% $7,255 S-46 -$5,151 100.00% $2,104
47 408.140 Unemployment Tax - CSWR 14% $7,255 S-47 -$6,655 100.00% $600
48 408.160 Property Tax $10,098 S-48 -$10,082 100.00% $16
49 TOTAL TAXES OTHER THAN INCOME $24,608 -$21,888 $2,720
50 TOTAL OPERATING EXPENSES $133,128 $10,357 $143,485

Accounting Schedule:09
Sponsor: Ashley Sarver
Page: 2 of 2




Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065

Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Sewer

A B Cc D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment

S-2 Chemicals (Treatment and Disposal Exp) 741.000 -$274
1. To annualize chemicals. (A. Sarver) -$274

S-3 Treatment and Labor 742.000 $2,658
1. To annualize treatment and labor expense. (A. $2,658
Sarver)

S-4 Fuel & Power for Sewage Treatment and Pumping 743.000 $470
1. To annualize purchase power. (A. Sarver) $470

S-7 Maintenance of Collection Sewers 712.000 $10,484
1. To annualize collection sewer maintenance. (A. $7,775
Sarver)
2. To amortize collection sewer maintenance $2,709
expense 5 years. (P. Harrison)

S-8 Maintenance of Pumping Equipment (Pumping Exp) 732.000 -$3,650
1. To annualize maintenance of pumping -$3,650
equipment. (A. Sarver)

S-9 Maintenance of Treatment & Disposal Plant 752.000 -$4,053
1. To annualize maintenance of disposal plant. (A. -$4,053
Sarver)

S-12 Customer Records & Collection Expense (Billing & C 903.100 $433
1. To annualize customer bills. (A. Sarver) $433

S-13 Customer Records & Collection Expense (Office Sup 903.200 $58
1. To annualize office supplies and postage. (A. $58

Sarver)

Accounting Schedule:09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.
Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015
Expense Adjustment Schedule - Sewer

A B Cc D E
Expense Adj Account Adjustment Total

Number Adjustment Description Number Amount Adjustment

S-14 Customer Records & Collection Expense (Bank Fees 903.280 -$618
1. To annualize bank fees. (A. Sarver) -$618

S-15 Uncollectible Accounts 904.000 -$8,558
1. To remove bad debt. (A. Sarver) -$8,558

S-16 Customer Service & Information Expense (web page’ 907.000 $38
1. To annualize web page expenses. (A. Sarver) $38

S-19 Administrative and General Salaries - CSWR 14% 920.000 $8,513
1. To adjust test year payroll to relfect Staff's $8,513

annualized payroll expense. (A. Sarver)

S-20 Office Supplies & Other Expenses (Meals, Travel, Ind 921.110 -$1,517

1. Adjustments to annualize travel and meal -$1,517
expenses relating only to Hillcrest. (A. Sarver)

S-21 Office Supplies & Other Expenses (Communication £ 921.500 $46
1. To annualize communication expense. (A. Sarver) $46

S-22 Office Supplies & Other Expenses (Office Supplies & 921.800 -$242
1. Adjustments to office supplies. (A. Sarver) -$242

S-23 Outside Services Employed (Bank Fees) 923.100 -$330
1. To annualize bank fees. (A. Sarver) -$330

S-24 Outside Services Employed (Attorneys/Legal Fees) 923.400 -$288
1. To annualize legal fees. (A. Sarver) -$288

Accounting Schedule:09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065

Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Sewer

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
S-25 Outside Services Employed (Attorneys/Legal Fees) - 923.400 -$373
1. Adjustment to attorney/legal fees. (A. Sarver) -$373
S-26 Outside Services Employed (Accountants/Auditors) - 923.500 -$1,097
1. To annualize accountants/auditors expense. (A. -$1,097
Sarver)
S-27 Outside Services Employed (Management Consultan 923.600 -$58
1. Adjustment to management consultant fees. (A. -$58
Sarver)
S-28 Outside Services Employed (Payroll Fees) - CSWR 14 923.800 $221
1. To annualize payroll fees. (A. Sarver) $221
S-29 Outside Services Employed (IT) - CSWR 14% 923.900 $54
1. To annualize IT expenses. (A. Sarver) $54
S-30 Property Insurance (Environmental) 924.200 -$3,777
1. To annualize environmental insurance. (A. Sarver) -$3,777
S-31 Property Insurance (Workers' Comp) - CSWR 14% 924.300 $110
1. To annualize workerman comp insurance. (A. $110
Sarver)
S-32 Property Insurance (Commercial) 924.400 -$2,345
1. To annualize property insurance. (A. Sarver) -$2,345
S-34 Employee Pension & Benefits (United Healthcare) - C 926.200 $3,127

Accounting Schedule:09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Sewer

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
1. To annualize healthcare benefits. (A. Sarver) $3,127
S-35 Employee Pension & Benefits (401k) - CSWR 14% 926.300 $299
1. To annualize 401K benefits. (A. Sarver) $299
S-36 Employee Pension & Benefits (Life/STD/LTD/AD&D) - 926.400 $1,232
1. To annualize Life/STD/LTD/AD&D benefits. (A. $1,232
Sarver)
S-37 Rents - CSWR 14% 931.000 $34
1. To annualize rent expense. (A. Sarver) $34
S-40 Regulatory Commission Expense (DNR) 928.100 $1,812
1. Adjustment to include DNR current fees. (A. $1,812
Sarver)
S-41 Regulatory Commission Expense (PSC) 928.200 -$456
1. Adjustment to normalize rate case expense (A. -$80
Sarver)
2. Adjustment to include PSC Assessment. (A. -$376
Sarver)
S-42 Regulatory Commission Expense (Sec of State Bus L 928.400 -$1,175
1. To annualize business license. (A. Sarver) -$1,175
S-43 Depreciation $31,467
1. To Annualize Depreciation $33,717
2. CIAC depreciation off set. (J. Robinett) -$2,250
S-46 SS & Medicare - CSWR 14% 408.120 -$5,151

Accounting Schedule:09-1
Sponsor: Ashley Sarver
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Hillcrest Utility Operating Company, Inc.

Case No. SR-2016-0065
Test Year Ending 7-31-2015
Updated through 10-31-2015

Expense Adjustment Schedule - Sewer

A B c D E
Expense Adj Account Adjustment Total
Number Adjustment Description Number Amount Adjustment
1. To adjust for Staff's annualized amount for social -$5,151
security and medicare tax. (A. Sarver)

S-47 Unemployment Tax - CSWR 14% 408.140 -$6,655
1. To adjust for Staff's annualized amount for -$6,655
unemployment tax. (A. Sarver)

S-48 Property Tax 408.160 -$10,082
1. To annualize property tax. (A. Sarver) -$10,082
Total Expense Adjustments $10,357

Accounting Schedule:09-1
Sponsor: Ashley Sarver
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WR-2016-0064
Hillcrest Utility Operating Company, Inc.

Rate Base Worksheet
Source: WR-2015-0064 EMS-2/8/2016

Source: Prepared by Ashley Sarver

Hillcrest Utility Operating Company, Inc.
Rate Base Schedule - Water

1 Plant in Service $703,192
2 Accumulated Depreciation Reserve (5141,948)
3 Net Plant in Service $561,244
4 Other Rate Base Items:
Add to net Plant in Service:
CIAC Amortization $12,259
Prepayments S78
Total Add to net Plant in Service $12,337

Subtract from net Plant in Service:
Contribution in Aid of Construction ($35,384)

Total Subtract from net Plant in Service (535,384)

Total Rate Base $538,197




SR-2016-0065

Hillcrest Utility Operating Company, Inc.
Rate Base Worksheet

Source: SR-2016-0065 EMS-2/8/2016
Source: Prepared by Ashley Sarver

Hillcrest Utility Operating Company, Inc.
Rate Base Schedule - Sewer

1 Plant in Service $831,094
2 Accumulated Depreciation Reserve (5182,197)
3 Net Plant in Service $648,897
4 Other Rate Base Items:
Add to net Plant in Service:
CIAC Amortization 582,915
Prepayments S78
Total Add to net Plant in Service 582,993

Subtract from net Plant in Service:
Contribution in Aid of Construction (5121,424)

Total Subtract from net Plant in Service (5121,424)

Total Rate Base $610,466




Hillcrest Utility Operating Company, Inc

SCHEDULE of DEPRECIATION RATES

(WATER Class A & B)
WR-2016-0064 Attachment D

ACCOUNT DEPRECIATION AVERAGE SERVICE NET
NUMBER ACCOUNT DESCRIPTION RATE LIFE (YEARS) SALVAGE
Source of Supply
311 Structures & Improvements 2.5% 44 -10%
314 Wells & Springs 2.0% 55 -8%
316 Supply Mains 2.0% 50 0%
Pumping Plant
323 Other Power Production Equipment 4.0% 25 0%
325.1 Submersible Pumping Equipment 10.0% 12 -20%
Water Treatment Plant
332 Water Treatment Equipment 2.9% 35 0%
Transmission and Disfribution
342 Distribution Reservoirs & Standpipes 2.5% 42 -5%
343 Transmission & Distribution Mains 2.0% 50 0%
345 Customer Services 2.5% 40 0%
346 Customer Meters, Plastic (Throw Aways) 10.0% 10 0%
347 Customer Meter Pits & Installation 2.5% 40 0%
348 Hydrants 2.0% 50 0%
General Plant

390 Structures & Improvements 2.5% 44 -10%
391 Office Furniture & Equipment 5.0% 20 0%
3911 Office Electronic / Computer Equip./ Software 14.3% 7 0%
397 Communication Equipment 6.7% 15 0%



Hillcrest Utility Operating Company, Inc

SCHEDULE of DEPRECIATION RATES

(SEWER Class A & B)

SR-2016-0065 AttachmentD

ACCOUNT DEPRECIATION AVERAGE SERVICE NET
NUMBER ACCOUNT DESCRIPTION RATE LIFE (YEARS) SALVAGE
COLLECTION PLANT
352.1 Collection Sewers (Force) 2.0% 50 0%
352.2 Coliection Sewers {Gravily) 2.0% 50 0%
353 Services (A & B) 2.0% 50 0%
PUMPING PLANT
363 Electric Pumping Equipment 10.0% 10 0%
TREATMENT & DISPOSAL PLANT
371 Structures & Improvements 3.7% 30 -10%
372 Treatment & Disposal Facilities 5.0% 22 -10%
3721 Oxidation Lagoons 4.0% 40 -60%
373 Plant Sewers 2.5% 40 0%
374 Ouifall Sewer Lines 2.0% 50 0%
GENERAL PLANT
391 Office Furniture & Equipment 5.0% 20 0%
3911 Office Electronic / Computer Equip./ Software 14.3% 7 0%
393 Stores Equipment 4.0% 25 0%
397 Communication Equipment 6.7% 15 0%
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Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

Legal Description of Service Area

Part of the Northwest part of U.S. Private Survey No. 234, part of the northwest fractional
quarter of Section 5, part of the northeast part of U.S. Private Survey No. 217; part of the
southeast part of U.S. Private Survey No. 211; part of the southwest part of U.S. Private
Survey No. 218, all in Township 30 North, Range 13 East; and part of the east part of
U.S. Private Survey No. 211, and part of the west part of U.S. Private Survey No. 218,
and part of the southeast fractional quarter of Section 32; all in Township 31 North,
Range 13 East, County of Cape Girardeau, state of Missouri, described as follows:

Begin at the southwest corner of an 85.00 acre parcel of land conveyed to Clinton M.
Wunderlich and Morris C. Montgomery, which point of beginning bears S. 7 degrees 42’
W, and along the west line of said parcel, 726.0 feet from the southeast corner of said
Survey No. 211; thence N. 7 degrees 42° E, along the west line of said parcel of land,
2330.39 feet to the south line of Missouri State Route “K”; thence with the following
courses and distances with said south line; S. 87 degrees 12° E, 782.58 feet to the point of
curve of a 2 degree 02’curve to the right; thence in an easterly direction with said 2
degree 02 curve to the right, 361.55 feet to the point of tangent of said curve; thence S.
79 degrees 52’ E, 4.9 feet to the point of curve of a 1 degree 58’ curve to the left; thence
in an easterly direction with said 1 degree 58’ curve to the left, 325.31 feet to the point of
tangent of said curve; thence S. 86 degree 17° E, 4.7 feet to the east line of said 85.00
acre parcel of land; thence leaving said south line of Route “K”, S. 7 degree 23> W, with
said east line 2717.1 feet to the southeast corner of said parcel of land; thence N. 63
degree 31° W, with the south line of said parcel, 359.5 feet; thence N 72 degree 50’ W,
with said south line, 1166.2 feet to the point of beginning.
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Schedule of Rates

Availability:

These rates are available to any water customer connected to the Company’s mains for
supplying water service requested.

Water Service Rates:

Monthly Customer Charge $34.44 (does not include any water)
Commodity Charge $6.59 per thousand gallons
Taxes:

All Applicable Federal, State or local taxes shall be included in addition to the above charges.
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Rules and Regulations Governing Rendering of
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Rule 1 DEFINITIONS

A.  An"APPLICANT" is a person, firm, corporation, governmental body, or other
entity that has applied for water service and/or an extension of water mains along
with additional plant facilities; two or more such entities may make one
application for a water extension, and be considered one APPLICANT. An
“ORIGINAL APPLICANT” is an APPLICANT who entered into any contract or
agreement with the Company for an extension of water mains and/or additional
plant facilities, contributed funds or utility plant assets to the Company under the
terms of the contract or agreement, and is eligible for refunds under the terms of
the contract or agreement as additional Applicants connect to such extensions or
plant facilities.

B. The"COMPANY" is Hillcrest Utility Operating Company, Inc., acting through its
officers, managers, or other duly authorized employees or agents.

C. The “CURB STOP” is a valve on the Service Connection, located at or near the
Customer’s property line, and used to shut off water service to the premises. The
Curb Stop is owned and maintained by the Company.

D. A"CUSTOMER" is any person, firm, corporation or governmental body which
has contracted with the Company for water service or is receiving service from the
Company, or whose facilities are connected for utilizing such service, and except
for a guarantor is responsible for payment for service.

E. The "DATE OF CONNECTION" shall be the date of the permit for installation
and connection issued by the Company. In the event no permit is taken and a
connection is made, the date of connection shall be based on available information
such as construction/occupancy permits, electric service turn-on date, or may be
the date of commencement of construction of the unit upon the property.
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Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

F.  A"DEVELOPER"is any person, firm, corporation, partnership or any entity that,
directly or indirectly, holds title to, or sells or leases, or offers to sell or lease, or
advertises for sale or lease, any lots in a subdivision.

G. "DISCONTINUANCE OF SERVICE" is the intentional cessation of service by
the Company not requested by the Customer.

H. The "MAIN" is a pipeline which is owned and maintained by the Company,
located on public property or private easements, and used to transport water
throughout the Company's service area.

l. The "METER" is a device, owned by the Company, used to measure and record
the quantity of water that flows through the water service line, and is installed in
the meter setting.

J. The "METER SETTING" is a place either in the service connection or unit
plumbing for a water meter to be installed. An outdoor meter setting is located at
or near the property line, and includes the meter box, meter yoke, lid, and
appurtenances, all of which shall be owned and maintained by the Company.
Indoor meter settings are located inside the Customer’s unit where the water
service line enters the foundation wall either installed directly in the pipingorina
meter yoke.

K. A “RETURNED CHECK” is a check that is returned to the Company from any
financial institution unpaid for any reason.

L. The "SERVICE CONNECTION" is the pipeline connecting the main to the
Customer's water service line and includes the curb stop, or outdoor meter setting
and all necessary appurtenances located at or near the property line, or at the
property line if there is no curb stop or outdoor meter setting. If the property line
Is in a street, and if the curb stop or meter setting is not located near the edge of
the street abutting the Customer’s property, the service connection shall be
deemed to end at the edge of the street abutting the Customer's property. The
service connection shall be owned and maintained by the Company.
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M. A "SUBDIVISION" is any land in the state of Missouri which is divided or
proposed to be divided into two or more lots or other divisions of land, whether
contiguous or not, or uniform in size or not, for the purpose of sale or lease, and
includes resubdivision thereof.

N. "TERMINATION OF SERVICE" is cessation of service requested by the
Customer.

O.  “TURN-OFF”is the act of turning water service off by physically turning a valve
such that water is unavailable to a Customer’s premises.

P. “TURN-ON” s the act of turning water service on by physically turning a valve to
allow water to be available to a Customer’s premises.

Q. The word "UNIT” or “LIVING UNIT” shall be used herein to define the premises
or property of a single water consumer, whether or not that consumer is the
Customer. It shall pertain to any unit whether multi-tenant or single occupancy,
residential or commercial, or owned or leased. Each mobile home in a mobile
home park and each rental unit of a multi-tenant rental property are considered as
separate units for each single-family or firm occupying same as a residence or
place of business.

R.  The "WATER SERVICE LINE" is a pipe with appurtenances owned and
maintained by the customer, used to conduct water to the Customer's unit from the
property line, curb stop or outdoor meter setting, including the connection to the
curb stop or meter setting. If the property line is in a street, then the water service
line shall be deemed to begin at the edge of the street abutting the Customer's

property.

Indicates new rate or text

+ Indicates change
Issue Date: February 17, 2016 Effective Date: April 4, 2016
Month /Day/Year Month /Day/Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074
Name and Title of Issuing Officer Mailing Address




P.S.C. MO No. 3 Original Sheet No. 9
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
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Rule 2 GENERAL RULES AND REGULATIONS

A.  Every applicant, upon signing an application for water service rendered by the
Company, or any Customer upon taking water service, shall be considered to have
expressed consent to be bound by these Rates, Rules and Regulations.

B. The Company's Rules and Regulations governing rendering of service are set forth
in these numbered sheets. The rates applicable to appropriate water service are set
forth in Schedule of Rates and constitute a part of these Rules and Regulations.

C. The Company reserves the right, subject to authority of the Missouri Public
Service Commission, to prescribe additional Rates, Rules or Regulations or to
alter existing Rates, Rules or Regulations as it may from time to time deem
necessary and proper.

D. After the effective date of these Rules and Regulations, all new facilities,
construction contracts, and written agreements shall conform to these Rules and
Regulations, and in accordance with the statutes of the state of Missouri and the
Rules and Regulations of the Missouri Public Service Commission. Pre-existing
facilities that do not comply with applicable Rules and Regulations may remain,
provided that their existence does not constitute a service problem or improper
use, and reconstruction is not practical.

E.  The point of delivery of water service shall be at the connection of the Customer’s
water service line to the Company’s service connection.

F.  The Company shall have the right to enter the Customer’s premises, for the
purpose of inspecting for compliance with these Rules and Regulations.
Company personnel shall identify themselves and such inspections shall be
conducted during reasonable hours.
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Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

Rule 3 LIMITED AUTHORITY OF COMPANY EMPLOYEES

A.  Employees or agents of the Company are expressly forbidden to demand or accept
any compensation for any services rendered to its Customers except as covered in
the Company's Rules and Regulations.

B.  Noemployee or agent of the Company shall have the right or authority to bind it
by any promise, agreement or representation contrary to the intent of these Rules
and Regulations.

C. The Company shall not be responsible for damages caused by any failure to
maintain water pressure or water quality, or for interruption, if such failure or
interruption is without willful default or negligence on its part.

D. The Company shall not be liable for damages due to, or interruptions caused by,

defective piping, fittings, fixtures and appliances on the Customer’s premises and
not owned by the Company.

E. The Company shall not be liable for damages due to Acts of God, civil
disturbances, war, government actions, or other uncontrollable occurrences.
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Rule 4 APPLICATIONS FOR WATER SERVICE

A. A written application for service, signed by the Customer, stating the type of
service required and accompanied by any other pertinent information, will be
required from each Customer before service is provided to any unit.

B. Ifservice is requested at a point not already served by a main of adequate capacity,
amain of adequate size shall be extended as may be necessary in accordance with
Rule 14 - Extension of Water Mains.

C.  When, in order to provide the service requested a main extension or other
construction or equipment expense is required, the Company may require a
written contract. Said contract may include, but not be limited to, the obligations
upon the Company and the applicant, and shall specify a reasonable period of time
necessary to provide such service.
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Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

Rule 5 INSIDE PIPING AND WATER SERVICE LINES

A.  The Company will provide water service at the outdoor meter, at the curb stop if
an indoor meter setting is utilized, or at the property line if neither an outdoor
meter nor a curb stop exists at or near the property line, or at the edge of the street
if such property line is in the street. Separate units shall be served through
separate water service lines if they are not on one lot that cannot be subdivided.

B.  The service connection from the water main to the Customer’s property line shall
be owned and maintained by the Company. Construction of the service
connection, outdoor meter setting and curb stop shall be accomplished in one of
the following ways at the Customer’s option:

1.  The Company will construct the service connection, outdoor meter setting
and curb stop, as necessary, and make the connection to the main, within
three (3) business days of an application for service, or within the time period
specified in an application for service; or,

2. The Customer may install, or have installed by a professional contractor or
plumber, the service connection from the water main to the meter setting, and
make the connection to the main, subject to prior approval of the Company;
or,

3. The Customer may install, or have installed by a professional contractor or
plumber, the service connection from the water main to the meter setting, and
the Company will tap the main and connect the service connection; or,

4.  Whether the service connection is installed by the Company or the Customer,

the Customer shall be responsible for payment of a New Service Connection
Fee, as specified in the Schedule of Service Charges.
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Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

C.  Asservice connection installation constructed by the Customer as provided for in
paragraphs 5 B. 2. or 5 B. 3., above, is subject to inspection by the Company. The
Service Connection Inspection Fee as specified in the Schedule of Service
Charges shall apply if the Company must make a trip solely to conduct an
inspection of a service connection constructed by the Customer, and shall not
apply if the inspection of a service connection is accomplished at the same time as
a tap is made for the Customer, or the same time as an inspection of the water
service line as provided for in D., below, or if the Company installs the service
connection as provided in 5 B. 1., above.

D.  Water service line construction and maintenance from the property line, curb stop
or meter setting, including the connection to the curb stop or meter setting, to the
unit shall be the responsibility of the Customer, and is subject to inspection by the
Company. The Customer shall be responsible for the Water Service Line
Inspection Fee and Re-Inspection Fee (if applicable), as listed in the Schedule of
Service Charges. Customers shall be responsible for the cost of repairing any
damage to the Company's mains, curb stops, valve boxes, meters, and meter
installations caused by the Customer, Customer’s agent, or tenant.

E.  Existing water service lines and service connections may be used in connecting
with new unit only when they are found by examination and testing not to
constitute a hazard to the health and safety of any Customer or the Company's
facilities.

F.  The water service line shall be brought to the unit at a depth of not less than thirty-
six inches (36”) and have a minimum inside diameter of three-quarters inch
(3/4”). The Customer is responsible for the determination of whether or not a
larger size is needed to provide adequate flow to the unit. A valve must be
installed in the service line where it enters the unit. This valve must be kept in
good repair in order to shut off the water supply and drain the inside plumbing, if
necessary.
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Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

G. Water service lines and inside piping shall be of material conforming to
recognized standards for potable water service and shall have a pressure rating of
at least one hundred sixty (160) psi working pressure.

H.  The Company will not install a service connection to a vacant lot if such lot is not
intended and recognized by the Company to be for intermittent use such as
camping or picnic activity in a recreational subdivision, and the Customer installs
a frost-free lockable hydrant at any point of use.

l. Any change in the location of an existing service connection requested by the
Customer shall be made by the Company or with the Company’s approval, at the
Customer’s expense.

J. The Company shall have the right to enter the Customer’s premises, after
reasonable notice, to read Company water meters and for the purposes of
inspection to ensure compliance with these Rules and Regulations. Company
personnel shall identify themselves and make these inspections only at reasonable
hours.

K. Neither water service lines nor service connections may be extended along public
streets or roadways or through property of others in connecting with the
Company's mains. The service connection may, however, extend through the
water main easement and roadway easement as necessary in order to be connected
to a main located across and adjacent to a street in front of the Customer's living
unit. The service connection and service line must be laid in a straight line and at
right angles to the main and the face of the structure or as nearly so as possible.
Any deviation from this because of physical obstruction, landlocked property, or a
clear impossibility to construction a future main extension for further subdivision
development or additional future customers, will be at the discretion of the
Company.
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L.  AnyCustomer having a plumbing arrangement, or a water-using device that could
allow backsiphonage of any chemical, petroleum, process water, water from a
questionable supply, or other substance that could create a health hazard or
damage to the water system; or, any Customer's plumbing classified as an actual
or potential backflow hazard in the Regulations of the Missouri Department of
Natural Resources shall be required to install and maintain a backflow prevention
device. This rule may also apply to Customers on whose premises it is impossible
or impractical for the Company to perform a cross connection survey. The device,
installation, location and maintenance program shall be approved by the
Company.
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Rule 6 IMPROPER OR EXCESSIVE USE

A.  No Customer shall be wasteful of the water supplied to the unit by the Customer’s
willful action or inaction. It shall be the responsibility and duty of each Customer
to maintain all piping and fixtures at the unit in a good and efficient state of repair
at all times.

B.  No Customer shall make or cause to be made a cross connection between the
potable water supply and any source of chemical or bacterial contamination or any
other water supply. The Company shall deny or discontinue service where
Customer's water service line or inside piping may, in the opinion of the
Company, cause a cross-connection with non-potable water or otherwise
jeopardize the health and safety of other Customer’s or the Company's facilities.

C. The Customer shall_not make or cause to be m_ade a connection to a device that
will result in excessive water demand or excessive shock, such as water hammer,
to the Company's mains.

D.  The Customer shall not tamper with, remove, or willfully damage a water meter or
attempt to operate the curb stop on the service connection or meter yoke, or allow
any such action. Licensed plumbers may operate such valves in order to work on
the Customer’s premises and to test their work, but must leave such valves open
or closed as found.

E.  The Customer shall not attempt to take unmetered water from the Company mains
either by an unauthorized tap or direct connection to service connection nor by
connection to a fire hydrant.

F.  Customers will not be permitted to supply water in any way to premises other than

the service address, nor to permit others to use their hose or attachments, nor leave
them exposed to use by others without permission from the Company.
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Rules and Regulations Governing Rendering of
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Rule 7 DISCONTINUANCE OF WATER SERVICE BY COMPANY

A.  The Company may discontinue service for any of the following reasons:
1. Non-payment of a delinquent account not in dispute; or
2. Failure to post a security deposit or guarantee acceptable to the utility; or

3. Unauthorized interference, diversion or use of the utility service situated or
delivered on or about the Customer's premises; or

4. Misrepresentation of identity in obtaining utility service; or

5. Enclosing or obstructing any meter so as to make reading or repairs
unreasonably difficult, or

6. Failure to comply with the terms and conditions of a settlement agreement; or

7. Refusal after reasonable notice to grant access at reasonable times to
equipment installed upon the premises of the Customer for the purpose of
inspection, meter reading, maintenance or replacement; or

8. Violation of any of these Rules and Regulations on file with and approved by
the Missouri Public Service Commission, or for any condition which
adversely affects the safety of the Customer or other persons, or the integrity
of the utility's delivery system; or
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9. Non-payment of a sewer bill issued by the Company or by a sewer utility
requesting discontinuance of water service by an agreement between the
Company and such sewer utility. When water service is discontinued for
non-payment of a sewer bill and if the sewer bill is not issued by the
Company, any service charges for turn on/off or disconnection/reconnection
within these Rules and Regulations shall not apply, and notice to the
Customer shall be provided by rules and procedure applicable to the
Customer's sewer service in lieu of notification required by these Rules and
Regulations.

B. None of the following shall constitute sufficient cause for the Company to
discontinue service:

1.  Thefailure of the Customer to pay for merchandise, appliances, or service not
subject to Commission jurisdiction as an integral part of the utility service
provided by the Company; or

2. The failure of the Customer to pay for service received at a separate metering
point, residence, or location. In the event of discontinuance or termination of
service at a separate residential metering point, residence, or location in
accordance with these Rules and Regulations, the Company may transfer and
bill any unpaid balance to any other residential service account of the
Customer and may discontinue service after twenty-one (21) days after
rendition of the combined bill, for nonpayment, in accordance with this rule;
or

3. The failure of the customer to pay for a different class of service received at
the same or different location. The placing of more than one (1) meter at the
same location for the purpose of billing the usage of specific devices under
operational rate schedules or provisions is not construed as a different class of
service for the purpose of this rule; or
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4.  The failure to pay the bill of another customer, unless the customer whose
service is sought to be discontinued received substantial benefit and use of
the service billed to the other customer; or

5. Thefailure of a previous owner or occupant of the premises to pay an unpaid
or delinquent bill except where the previous occupant remains an occupant of
the living unit; or

6.  The failure to pay a bill correcting a previous underbilling, whenever the
customer claims an inability to pay the corrected amount, unless a utility has
offered the customer a payment arrangement equal to the period of
underbilling.

C.  The Company may discontinue service after notice by first class mail is sent to the
Customer at least ten (10) days prior to the date of the proposed discontinuance.
Service of notice by mail is complete upon mailing. If written notice is hand
delivered to the Customer, it shall be done at least ninety-six (96) hours prior to
discontinuance. If the Company intends to discontinue service to a multi-tenant
unit with occupants who are not customers, a notice shall also be conspicuously
posted in the unit ten (10) days prior to the proposed discontinuance, along with
information pertaining to how one or more of the tenants may apply to become
customers. Discontinuance shall occur within thirty (30) calendar days after the
date given as the discontinuance date, shall occur between the hours of 8:00 a.m.
and 4:00 p.m., and shall not occur on a day when the Company will not be
available to reconnect service or on a day immediately preceding such a day.

D. A discontinuance notice provided to a customer shall include:

1. The name and address of the Customer, the service address if different than
the Customer’s address; and

2. Astatement of the reason for the proposed discontinuance of service and the
cost for reconnection; and
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3. How the customer may avoid the discontinuance; and

4.  The possibility of a payment agreement if the claim is for a charge not in
dispute and the Customer is unable to pay the charge in full at one time; and

5. Atelephone number the Customer may call from the service location without
incurring toll charges and the address and any available electronic contact
information of the utility prominently displayed where the customer may
make an inquiry.

E.  The Company shall make reasonable efforts to contact the Customer, at least
twenty-four (24) hours prior to any discontinuance, regarding the reason(s) for
discontinuance of service, and the resolution. If discontinuance of service would
affect an occupant who is not the Company's Customer, or is not responsible for
payment of the bill, then the Company shall make reasonable efforts to inform
such occupant(s).

F.  The Company shall postpone the discontinuance if personnel will not be available
to restore service the same day, or if personnel will not be available to restore
service the following day. The Company also shall postpone discontinuance if a
medical emergency exists on the premises, however the postponement may be
limited to twenty-one (21) days, and the Company may require proof of a medical
emergency.

G. The Company shall have the right to enter the Customer's premises for purposes
of discontinuance of service in compliance with these Rules and Regulations.
Discontinuance of service will be made during reasonable hours. Company
personnel shall identify themselves and announce the intention to discontinue
service, or leave a conspicuous notice of the discontinuance. The Company shall
have the right to communicate with the owner of the Customer’s Unit for purposes
of gaining access to the property for discontinuance of service in accordance with
the Missouri Public Service Commission’s billing practices, but any extra costs
for arranging such access shall not be charged to the Customer’s account.

Indicates new rate or text

+ Indicates change
Issue Date: February 17, 2016 Effective Date: April 4, 2016
Month /Day/Year Month /Day/Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074
Name and Title of Issuing Officer Mailing Address




P.S.C. MO No. 3 Original Sheet No. 21
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Water Service

H.  The provisions of paragraphs E. and G. above may be waived if safety of
Company personnel while at the premises is a consideration.

l. Discontinuance of service to a unit for any reason shall not prevent the Company
from pursuing any lawful remedy by action at law or otherwise for the collection
of monies due from the Customer.

J. In case the Company discontinues its service for any violation of these Rules and
Regulations, then any monies due the Company shall become immediately due
and payable.

K. The Company has the right to refuse or to discontinue service to any unit to
protect itself against fraud or abuse.

L.  The Company shall deal with Customers, handle Customer accounts, and manage

discontinuance of service procedures in accordance with the Missouri Public
Service Commission's Utility Billing Practices.

M.  Applicable Turn-off and Turn-on charges are specified in the Schedule of Service
Charges.
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Rule 8 TERMINATION OF WATER SERVICE AT CUSTOMER'S REQUEST

A.  Service will be terminated at the Customer's request, by giving not less than
twenty-four (24) hours notice to the Company during its regular office hours. The
Company shall, on the requested day, read the Customer's meter and charges for
water service rendered up to and including the time of termination shall be
computed and will become due and payable immediately.

B. A Customer may request temporary turn-off by the Company for the Customer’s
own convenience; however, the Customer shall still be charged for service at the
appropriate rate as specified in the Schedule of Rates during the time the service is
turned off.

C.  Turn-off and turn-on charges shall apply, and are specified in the Schedule of
Service Charges.
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Rule 9 INTERRUPTIONS IN SERVICE

A.  The Company reserves the right to discontinue water in its mains at any time,
without notice, for making emergency repairs to the water system. Whenever
service is interrupted for scheduled repairs or maintenance, Customers affected by
such interruptions will be notified in advance whenever it is possible to do so.
Every effort will be made to minimize interruption of service.

B.  No refunds of charges for water service will be made for interruptions of service
unless due to willful misconduct of the Company.

C. In order to avoid service problems when extraordinary conditions exist, the

Company reserves the right, at all times, to determine the limit of and regulate
water usage in a reasonable and non-discriminatory manner.
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Rule 10 BILLS FOR SERVICE

A. The charges for water service shall be at the rates specified in the Schedule of
Rates in these Rules and Regulations. Other applicable service charges are set
forth in the Schedule of Service Charges in these Rules and Regulations.

B. A Customer who has made application for, or is receiving the benefit of, water
service to a unit shall be responsible for payment for all water service provided to
the Customer at said unit from the date of connection until the date requested by
the Customer by proper notification to the Company to terminate service.

C. Each Customer is responsible for furnishing the Company with the correct
address. Failure to receive bills will not be considered an excuse for non-payment
nor reason to permit an extension of the date when the account would be
considered delinquent. Bills and notices relating to the Company or its business
will be mailed or delivered to the mailing address entered in the Customer's
application unless the Company is notified in writing by the Customer of a change
of address.

D. Payments shall be made at the office of the Company or at such other places
conveniently located as may be designated by the Company, by ordinary mail, or
by electronic methods employed by the Company. Payment must be received by
the close of business on the date due, unless the date due falls on a non-business
day in which case payment must be received by the next business day.

E.  Neither the Company nor the Customer will be bound by bills rendered under
mistake of fact as to the quantity of service rendered or as a result of clerical error.
Customers will be held responsible for charges based on service provided.

F.  Aseparate bill shall be rendered for each Customer with itemization of all water

service charges. All bills for service shall state the due date. The Company shall
render bills monthly.
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G. Monthly bills shall be due twenty-one (21) calendar days from the date of
rendition, unless such due date falls on a Sunday, a legal holiday, or other day
when the office is closed, in which case the due date shall be extended to the next
business day. Bills unpaid after the stated due date will be delinquent and the
Company shall have the right to discontinue service in accordance with Rule 7 —
Discontinuance of Service by Company. Delinquent bills may be subject to a late
charge as provided in the Schedule of Service Charges. The Company shall not be
required to restore or connect any new service for such delinquent Customers until
the unpaid account due the Company under these Rules and Regulations has been
paid in full or arrangements satisfactory to the Company have been made to pay
said account.

H.  When bills are rendered for a period of less than a complete billing period due to
the connection or termination of service, the billing shall be the monthly minimum
plus an amount based on the water used at the commaodity (water usage) rate.

l. The Company may require a security deposit or other guarantee as a condition of
new service if the Customer:

1. Still has an unpaid account with a utility providing the same type of service
accrued within the last five (5) years; or,

2. Has diverted or interfered with the same type of service in an unauthorized
manner within the last five (5) years; or,

3. Isunable to establish a credit rating with the Company. Adequate credit rating
for a residential Customer shall be established if the Customer:

a.  Owns or is purchasing a home; or,

b. Isand has been regularly employed full time for at least one (1) year; or,
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c. Has an adequate and regular source of income; or
d. Can provide credit references from a commercial credit source.

J.  The Company may require a security deposit or other acceptable written guarantee
of payment as a condition of continued service if:

1. The water service of the Customer has been discontinued for non-payment of a
delinquent account not in dispute; or,

2. The utility service to the unit has been diverted or interfered with in an
unauthorized manner; or,

3. The Customer has failed to pay undisputed bills before the delinquency date for
five (5) billing periods out of twelve (12) consecutive monthly billing periods.

K.  Theamount of a security deposit shall not exceed utility charges applicable to one
(1) billing period plus thirty (30) days, computed on estimated or actual annual
usage.

L.  Interest shall be payable annually on all deposits, but shall not accrue after the
utility has made reasonable effort to return the deposit. Interest will be paid at a
per annum rate equal to the prime bank lending rate, as published in the Wall
Street Journal for the last business day of the preceding calendar year, plus one
(1) percentage point. Interest may be credited to the Customer's account.

M.  Aftera Customer has paid proper and undisputed utility bills by the due dates, for
a period not to exceed one (1) year, credit shall be established or re-established,
and the deposit and any interest due shall be refunded. The utility may withhold
full refund of the deposit pending resolution of a disputed matter.

N.  The utility shall give a receipt for deposits received, but shall also keep accurate
records of deposits, including Customer name, service address, amounts, interest,
attempts to refund and dates of every activity regarding the deposit.
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O. All billing matters shall be handled in accordance with the Missouri Public
Service Commission's Rules and Regulations regarding Utility Billing Practices, 4
CSR 240-13.
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Rule 11 METERS AND METER INSTALLATIONS

A.  The Company shall furnish and install a suitable meter for each Customer, and the
Company's installed meter shall be the standard for measuring water used to
determine the bill. All meters shall be furnished, installed, maintained and
removed by the Company and shall remain its property.

B.  The Company shall have the right to determine, on the basis of the Customer's
flow requirements, the type and size of meter to be installed and location of same.
No meter size selection will be based solely on the size of the Customer’s service
line. If flow requirements increase or decrease subsequent to installation and a
larger or smaller meter is requested by the Customer, the cost of installing such
larger or smaller meter shall be paid by the Customer.

C. Domestic water service to any one Customer at a single unit shall be furnished
through a single service connection. Individual units of a multi-unit building may
have separate connections and meter installations only if each unit has separate
plumbing, ground-level space, an individual service connection and meter
installation location, and frontage to a Company-owned main. For multi-unit
buildings with one service connection and meter installation, the inside piping
may be rearranged at the Customer's own expense so as to separate the units and
meter tenants, then divide the bill accordingly.

D.  The owners of premises wherein meters are located shall be held responsible for
the safekeeping of the Company’s meters and metering appurtenances, and are
required to keep meters located within their property accessible to the Company
for reading and for meter changeouts. If a Customer limits accessibility, or fails to
protect a meter against damage, the Company may discontinue service and/or
refuse to supply water until accessibility is restored and the Company is paid for
any such damage. The amount of the charge shall be the cost of the necessary
replacement parts and the labor cost necessary to make the repair.
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E.  Ifthe Company determines that no suitable outdoor location is available, then the
meter may be installed inside the Customer’s premises where the water service
line enters the unit and just downstream of the inside shutoff valve. The Company
shall install a curb stop within the service connection at or near the property line
as practical. When the meter is installed inside the Customer’s premises, the
Customer will either provide a meter yoke to accept installation of the Company’s
meter, or provide proper fittings for the house plumbing pipe to allow for direct
installation of the Company’s meter, along with a proper grounding strap installed
around the meter to prevent electric charge build-up on either side of the meter or
while a meter is removed. If installation in a special setting is necessary, the
excess cost of installation shall be paid by the Customer.

F. If an existing basement meter location is determined by the Company to be
inadequate or inaccessible, then the Customer must provide for the installation of
a meter to be located at or near the Customer's property line. The Customer shall
furnish or obtain from the Company, as appropriate, the necessary meter
installation appurtenances conforming to the Company's specifications, and the
cost of said appurtenances and labor shall be paid by the Customer.
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G. Approved meter installation locations in dry basements, sufficiently heated to
keep the meter from freezing, may remain provided the meter is readily accessible,
at the Company's and Customer's convenience as determined by the Company, for
servicing and reading and the meter space provided is located where the service
line enters the unit. The Company may, at its discretion, require the Customer to
install a remote reading device at an approved location, for the purpose of reading
the meter. It is the responsibility of the Customer and/or the owner of the
premises to provide a location for the water meter which, in the event of water
discharge as a result of leakage from the meter or couplings, will not result in
damage. The Company's liability for damages to any and all property caused by
such leakage shall in no event exceed the price of water service to the affected
premises for one average billing period in the preceding year. Where damage is
caused by the negligence of Company personnel at the premises, this limitation
will not apply. If a Customer refuses to provide an accessible location for a meter
as determined by the Company, the Company will notify the Staff of the Water
and Sewer Department of the Missouri Public Service Commission before
ultimately refusing service or proceeding to discontinue service.

H.  The Customer shall promptly notify the Company of any defect in, or damage to,
the meter setting.

l. Any change in the location of any existing meter or meter setting at the request of

the Customer shall be made at the expense of the Customer, and with the approval
of the Company.
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Rule 12 METER TESTS AND TEST FEES

A.  Any Customer may request the Company to make a special test of the accuracy of
the meter through which water is supplied to the Customer. This test will be made
in accordance with water industry test procedures, and to check for accuracy as
required by Regulations of the Missouri Public Service Commission.

B.  The Company reserves the right to remove and test a meter at any time and to
substitute another in its place. In case of a dispute involving a question as to the
accuracy of the meter, a test will be made by the Company upon the request of the
Customer without charge if the meter has not been tested within twelve (12)
months preceding the requested test; otherwise, an approved charge will be made
if the test indicates meter accuracy within five percent (5%).

C. A meter test requested by the Customer may be witnessed by the Customer or the
Customer’s duly authorized representative, except for tests of meters larger than
two inch (2”) inlet, which will be conducted by the water manufacturer. A
certified copy of the test report will be provided to the Customer.

D. Ifatest shows an average error of more than five percent (5%), billings shall be
adjusted in accordance with Rule 13 — Bill Adjustments Based on Meter Tests.
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Rule 13 BILL ADJUSTMENTS BASED ON METER TESTS

A.  Whenever any test by the Company of a meter while in service or upon its
removal from service shall show such meter to have an average error of more than
five percent (5%) on the test streams prescribed by the Missouri Public Service
Commission, the Company shall adjust the Customer's bills by the amount of the
actual average error of the meter and not the difference between the allowable
error and the error as found. The period of adjustment on account of the under-
registration or over-registration shall be determined as follows:

1. Where the period of error can be shown, the adjustment shall be made for
such period; or

2. Where the period of error cannot be shown, the error found shall be
considered to have existed for three (3) months preceding the test.

B.  Ifthe meter is found on any such test to under-register, the Company may render a
bill to the Customer for the estimated consumption not covered by bills previously
rendered during the period of inaccuracy as above outlined. Such action shall be
taken only when the Company was not at fault for allowing the inaccurate meter to
remain in service.

C.  Ifthe meter is found on any such test to over-register, the Company shall refund to
the Customer any overcharge caused during the period of inaccuracy as above
defined. The refund shall be paid within a reasonable time and may be in the form
of a bill credit.
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Rule 14 EXTENSION OF WATER MAINS

A. This rule shall govern the extension of mains by the Company within its
certificated area where there are no water mains.

B.  Upon receipt of a written application for a main extension, the Company will
provide the applicant(s) an itemized estimate of the cost of the proposed
extension. Said estimate shall include the cost of all labor and materials required,
including valves, fire hydrants, booster stations, storage facilities, reconstruction
of existing mains (if necessary), and the direct costs associated with supervision,
engineering, permits, and bookkeeping. The estimate will state that it does not
include unanticipated costs such as rock excavation.

C.  Applicant(s) shall enter into a contract with the Company for the installation of
said extension and shall tender to the Company the amount determined in
paragraph B. above. Any applicable New Service Connection Fee will become
due after the cost incurred by the Company has been ascertained, as per Rule 5 B.
1., or 3., and as specified in the Schedule of Service Charges. The contract may
allow the Customer to contract with an independent contractor for the installation
and supply of material, except that mains of twelve inches (12”) or greater
diameter must be installed by the Company, and the reconstruction of existing
facilities must be done by the Company.

D. The cost to single-family residential applicant(s) connecting to a main extension
for which other applicant(s) paid an amount determined in paragraph B., above,
subject to subsequent adjustments for actual cost, shall be as follows:

1. For single-family residential applicant(s) applying for service in a platted
subdivision, the Company shall divide the actual cost of the extension by the
number of lots abutting said extension to determine the per lot extension cost.
When counting lots, corner lots which abut existing mains shall be excluded.
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2. Forsingle-family residential applicant(s) applying for service in areas that are
unplatted in subdivision lots, an applicant(s) cost shall be equal to the total
cost of the main extension divided by the total length of the main extension in
feet times one hundred (100) feet.

3. Forindustrial, commercial, or multifamily residential applicants, the cost will
be equal to the amount calculated for a single-family residence in paragraphs
D. 1., orD. 2., above, multiplied by the flow factors of the applicants' meter.
The flow factors of the various sizes of meters are as follows:

Meter Size Flow Factor
5/8” 1
1” 2.5
1% 5
2”7 8
3” 15
4> 25

E.  Refunds of funds paid by applicant(s) for any estimated costs or actual costs of a
main extension shall be made to such applicant(s) as follows:

1. Should the actual cost of the extension be less than the estimated cost, the
Company shall refund the difference to the applicant(s) as soon as the actual
cost has been ascertained.

2. During the first ten (10) years after the main extension is completed, the
Company will refund to the applicant(s) who paid for the extension the
money collected from applicant(s) in accordance with paragraph D., above.
The refund shall be paid within a reasonable time after the money is
collected.
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3. The sum of all refunds to any applicant shall not exceed the total amount
which the applicant(s) has paid.

Extensions made under this rule shall be and remain the property of the Company.

G. The Company reserves the right to further extend the main and to connect mains
on intersecting streets and easements. Connecting new Customers to such further
extensions shall not entitle the applicant(s) paying for the original extension to a
refund for the connection of such Customers.

H.  Extensions made under this rule shall be of Company-approved pipe sized to meet
water service requirements. If the Company chooses to size the extension larger
in order to meet the Company's overall system requirements, the additional cost
caused by the larger size of pipe shall be borne by the Company.

l. No interest will be paid by the Company of payments for the extension made by
the applicant(s).

J. If extensions are required on private roads, streets, through private property, or on
private property adjacent to public right-of-way, a proper deed of easement must
be furnished to the Company without cost to the Company, before the extension
will be made.
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Legal Description of Service Area

Part of the Northwest part of U.S. Private Survey No. 234, part of the northwest
fractional quarter of Section 5, part of the northeast part of U.S. Private Survey No. 217;
part of the southeast part of U.S. Private Survey No. 211; part of the southwest part of
U.S. Private Survey No. 218, all in Township 30 North, Range 13 East; and part of the
east part of U.S. Private Survey No. 211, and part of the west part of U.S. Private Survey
No. 218, and part of the southeast fractional quarter of Section 32; all in Township 31
North, Range 13 East, County of Cape Girardeau, state of Missouri, described as follows:

Begin at the southwest corner of an 85.00 acre parcel of land conveyed to Clinton M.
Wunderlich and Morris C. Montgomery, which point of beginning bears S. 7 degrees 42’
W, and along the west line of said parcel, 726.0 feet from the southeast corner of said
Survey No. 211; thence N. 7 degrees 42’ E, along the west line of said parcel of land,
2330.39 feet to the south line of Missouri State Route “K”; thence with the following
courses and distances with said south line, S. 87 degrees 12° E, 782.58 feet to the point of
curve of a 2 degree 02’curve to the right; thence in an easterly direction with said 2
degrees 02’ curve to the right, 361.55 feet to the point of tangent of said curve; thence S.
79 degree 52’ E, 4.9 feet to the point of curve of a 1 degree 58’ curve to the left; thence in
an easterly direction with said 1 degree 58 curve to the left, 325.31 feet to the point of
tangent of said curve; thence S. 86 degree 17’ E, 4.7 feet to the east line of said 85.00
acre parcel of land; thence leaving said south line of Route “K”, S. 7 degree 23 W, with
said east line 2717.1 feet to the southeast corner of said parcel of land; thence N. 63
degree 31° W, with the south line of said parcel, 359.5 feet; thence N 72 degree 50° W,
with said south line, 1166.2 feet to the point of beginning.
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Schedule of Rates

Availability:
These rates are available to any sewer customer connected to the Company’s collecting
sewers for supplying sewer service requested.

Sewer Service Rates:

Residential Single Family $67.07 per month
Apartments $67.07 per month
Taxes:

All Applicable Federal, State or local taxes shall be included in addition to the above
charges.
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Schedule of Service Charges
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Rule 1 Definitions

A. An "APPLICANT" is a person, firm, corporation, governmental body, or other
entity that has applied for sewer service and/or an extension of collecting sewers
along with additional plant facilities; two or more such entities may make one
application for a sewer extension, and be considered one APPLICANT. An
“ORIGINAL APPLICANT” is an APPLICANT who entered into any contract or
agreement with the Company for an extension of collecting sewers and/or
additional plant facilities, contributed funds or utility plant assets to the Company
under the terms of the contract or agreement, and is eligible for refunds under the
terms of the contract or agreement as additional Applicants connect to such
extensions or plant facilities.

B. "B.0.D." denotes Biochemical Oxygen Demand. It is the quantity of oxygen
utilized in the biochemical oxidation of waste matter under standard laboratory
conditions expressed in milligrams per liter.

C. “C.0.D.” denotes Chemical Oxygen Demand. It is the quantity of oxygen utilized
in the chemical oxidation of waste matter under standard laboratory conditions
expressed in milligrams per liter.

D. A "COLLECTING SEWER" is a pipeline, including force pipelines, gravity
sewers, interceptors, laterals, trunk sewers, manholes, lampholes, and necessary
appurtenances, including service tees, wyes and saddles, which is owned and
maintained by the Company, located on public property or on private easements,
and used to transport sewage waste from the Customer's service connection to the
point of disposal.

E. The "COMPANY" is Hillcrest Utility Operating Company, Inc, acting through its
officers, managers, or other duly authorized employees or agents.
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F. A "CUSTOMER" is any person, firm, corporation or governmental body which
has contracted with the Company for sewer service, or is receiving service from
the Company, or whose facilities are connected for utilizing such service, and
except for a guarantor is responsible for payment for service.

G. The "DATE OF CONNECTION" shall be the date the permit for a service
connection is issued by the Company. In the event no permit is taken and a
service connection is made, the date of connection shall be determined based on
available information, such as construction/occupancy permits, or water or
electric service turn-on dates, or may be the date of commencement of
construction of the unit upon the property.

H. A “DEVELOPER?” is any person, firm, corporation, partnership or any entity that,
directly or indirectly, holds title to, or sells or leases, or offers to sell or lease, or
advertises for sale or lease, any lots in a subdivision.

I. "DISCONTINUANCE OF SERVICE" is the intentional cessation of the use of
sewer service by action of the Company not at the request of the Customer.

J. "DOMESTIC SEWAGE" is sewage, excluding storm and surface water, resulting
from normal household activities; and, "NON-DOMESTIC SEWAGE" is all
sewage other than DOMESTIC SEWAGE including, but not limited to,
commercial or industrial wastes.

K. A"FOUNDATION DRAIN" is a pipe installed inside or outside the foundation of
a structure for the purpose of draining ground or subsurface water away from the
foundation.
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L. "pH" is the relative degree of acidity or alkalinity of water as indicated by the
hydrogen ion concentration. pH is indicated on a scale reading from 1-14, with
7.0 being neutral, below 7.0 acid, and above 7.0 alkaline; more technically
defined as the logarithm of the reciprocal of the hydrogen ion concentration.

M. A “RETURNED CHECK” is a check that is returned to the Company from any
financial institution unpaid for any reason.

N. A “SADDLE” is a fitting that connects the Customer’s Service Sewer to the
collecting sewer whether it be a gravity collecting sewer or a pressure collecting
sewer; the saddle clamps around the collecting sewer pipeline into which pipeline
a hole is cut, and the Service Sewer is connected to the Saddle thereby connecting
it to the collecting sewer.

0. A "SERVICE CONNECTION" is the connection of a service sewer to the
Company’s collecting sewer either at the bell of a tee branch or wye branch, or
the bell of a saddle placed on the barrel of the collecting sewer.

P. A "SERVICE SEWER" or “CUSTOMER’S SERVICE SEWER” is a pipe with
appurtenances installed, owned and maintained by the Customer, used to conduct
sewage from the Customer's premises to the collecting sewer, excluding service
tees, wyes or saddles. In addition to other parts and fittings this shall include a
stop cock accessible to the Company for turn-off of sewage flow and a check
valve to prevent backflow of waste-water under pressure in the pressure collecting
sewer. The SERVICE SEWER is constructed, owned and maintained by the
Customer.

Q. A "SUBDIVISION" is any land in the state of Missouri which is divided or
proposed to be divided into two or more lots or other divisions of land, whether
contiguous or not, or uniform in size or not, for the purpose of sale or lease, and
includes resubdivision thereof.
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R. A “TEE” is a three-way one-piece pipe fitting in the shape of the letter “T” that is
a part of the Collecting Sewer pipeline and to which the Customer’s Service
Sewer is connected.

S. "TERMINATION OF SERVICE" is the cessation of the use of sewer service
requested by the Customer.

T. The word "UNIT" or “LIVING UNIT” shall be used herein to define the premises
or property of a single sewer user, whether or not that sewer user is the Customer.
It shall pertain to any unit whether multi-tenant or single occupancy, residential or
commercial, owned or leased. Each mobile home in a mobile home park, and
each rental unit of a multi-tenant rental property are considered as separate Units
for each single family or firm occupying same as a residence or place of business.

U. A“WYE” or “WYE BRANCH?” is a three-way one-piece pipe fitting in the shape
of a “y” that is a part of the collecting sewer pipeline, and to which the
Customer’s service sewer is connected.
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Rule 2 GENERAL RULES AND REGULATIONS

A. Every applicant, upon signing an application for sewer service or any Customer
accepting service rendered by the Company, shall be considered to have
expressed consent to be bound by these Rates, Rules and Regulations.

B. The Company's Rules and Regulations governing rendering of service are set
forth in these numbered sheets. The rates applicable to appropriate water service
are set forth in Schedule of Rates and constitute a part of these Rules and
Regulations.

C. The Company reserves the right, subject to approval from the Missouri Public
Service Commission, to prescribe additional Rates, Rules or Regulations or to
alter existing Rates, Rules or Regulations as it may from time-to-time deem
necessary or proper.

D. After the effective date of these rules, all new facilities, construction contracts and
written agreements shall conform to these Rules and Regulations, in accordance
with the statutes of the State of Missouri, and the Rules and Regulations of the
Missouri Public Service Commission. Pre-existing facilities that do not conform
with these Rules and Regulations may remain, if said facilities do not cause any
service problems or improper use, and reconstruction is impractical.

E. The point of sewer service provided by the Company shall be at the service
connection.

F. The Company shall have the right to enter to the Customer’s property, as well as
enter the Customer's unit for the purpose of inspecting for compliance with these
Rules and Regulations. Company personnel shall identify themselves and such
inspections shall be conducted during reasonable hours.
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Rule 3 LIMITED AUTHORITY OF COMPANY EMPLOYEES

A. Employees or agents of the Company are expressly forbidden to demand or accept
any compensation for any service rendered to its Customers except as covered in
the Company's Rules and Regulations.

B. No employee or agent of the Company shall have the right or authority to bind it
by any promise, agreement or representation contrary to the letter or intent of
these Rules and Regulations.

C. The Company shall not be responsible for damages due to any failure to remove
waste water from the premises, or for interruption if such failure or interruption is
without willful default or negligence on its part.

D. The Company shall not be liable for damages because of any interruption of
sewer service, or for damages caused by defective piping, fittings, fixtures or
appliances on the Customer’s premises and not owned by the Company.

E. The Company shall not be liable for damages due to damages from Acts of God,
civil disturbances, war, government actions, and other uncontrollable occurrences.
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Rule 4 APPLICATIONS FOR SEWER SERVICE

A. A written application for service, signed by the Customer, and accompanied by
the appropriate fees as provided in the Schedule of Rates, the Schedule of Service
Charges, Rule 11 - Extension of Collecting Sewers, and other information
required by these Rules, must be received from each Customer. Said application
must be filed in writing three (3) business days in advance stating the street, house
number, name of the applicant, name of the property owner, and the time, at
which connection is to be made.

B. The Company shall have the right to refuse service for failure to comply with the
rules herein, or if the Customer owes a past due bill not in dispute for sewer
service at any location within the Company's service area.

C. In any case where a collecting sewer extension or unusual construction or
equipment expense is necessary to furnish the service, the Company may require
a contract for service specifying a reasonable period of time for the Company to
provide the service.

D. If the Customer is a tenant, the Company shall notify the owner of the property or
owner’s property manager or other agent, if known to the Company, that such
owner or property manager may be responsible for payment of the sewer service
bill associated with the application.
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E. A prospective Commercial or Industrial Customer shall, upon request of the
Company, present in writing to the Company a list of devices that will discharge
to the collecting sewers, the amount and specifications of any discharge, and the
location of any units. The Company will then advise the Customer of the form
and the character of the wastewater collection facilities available. If a sewer
extension as provided for in Rule 11 - Extension of Collecting Sewers will be
necessary, or if the Customer will be required to own, operate, and maintain a
pretreatment facility, the Customer will also be so advised.

F. The Company will determine or approve the location of the service connection.
Service sewers will not be extended along public streets or roadways or through
property of others in connecting with collecting sewers. If a service connection is
requested at a point not already served by a collecting sewer of adequate capacity,
the collecting sewer shall be extended in accordance with Rule 11 - Extension of
Collecting Sewers, unless in the Company's judgment such a collecting sewer
would serve no other future purpose and a service sewer may be constructed to
serve the Customer’s premises in a reasonable manner.

G. A new service connection shall be authorized when all conditions in the above
paragraphs, and Rule 5 — Inside Piping and Customer Service Sewer, regarding
application, construction and inspection provisions, are met.

H. No substantial addition to the water using equipment or appliances connected to
the sewer system shall be made by Commercial or Industrial Customers except
upon written notice to and with the written consent of the Company.
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Rule 5 INSIDE PIPING AND SERVICE SEWERS

A. The Customer is obligated to construct, repair, and maintain the service sewer
from the collecting sewer to the unit, and make the connection to the collecting
sewer, with the approval of the Company. The Customer shall notify the
Company prior to cleaning or repairing the service sewer.

B. When a service sewer is to be connected to the collecting sewer, the plumber shall
advise the Company twenty-four (24) hours in advance of when the connection is
expected to be made so a representative of the Company can inspect the
installation and connection for compliance with this Rule. An inspection charge
may apply as specified in The Schedule of Service Charges. A re-inspection
charge may apply if The Company’s inspector finds deficiencies and must return
to re-inspect. No backfill shall be placed until the work has been inspected by the
Company. In the event the Customer or the Customer's agent shall damage a tee
branch, wye branch or saddle, or cause damage to the collecting sewer, then the
Customer shall be responsible for the cost to repair any such damage, including
replacement of pipe or appurtenances as necessary.

C. Plumbing specifications of all governmental agencies having jurisdiction, and
these Rules and Regulations, in effect at the time of connection, must be met. The
Company may deny service or may discontinue service where foundation drains,
downspouts, or other sources of surface or storm water are permitted to enter the
sewer system through either the inside piping or through the unit’s sewer.

Indicates new rate or text
Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




P.S.C. MO No. 4 Original Sheet No. 15
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

D. A separate and independent service sewer shall generally be required for every
unit. Exceptions are:

1. When one unit stands at the rear of another unit on an interior lot where a
proper service sewer cannot be constructed through an adjoining
easement. In that situation, the service sewer from the front unit may be
extended to the rear unit and it will be considered as one service sewer.

2. When two or more units are a part of a complex that cannot be
subdivided.

E. The service sewer shall be constructed using ductile iron pipe, polyvinyl chloride
pipe (PVC), ASTM specification or equal; or other suitable material approved by
the Company. Only those jointing materials and methods that are approved by the
Company may be used. Joints shall be tight and waterproof. Any part of the
service sewer that is located within ten (10) feet of a water main or water service
line shall be constructed of ductile iron or PVC pressure pipe. The pipe shall be
bedded according to the manufacturer's specifications and on undisturbed earth or
fill compacted to at least ninety-five percent (95%) proctor density. Fill may be
non-organic soil or aggregate.

F. The size and slope of the service sewer shall be subject to the approval of the
Company, but in no event shall the diameter be less than four (4) inches. The
slope of such four (4) inch sewer pipe shall not be less than one-eighth (1/8) inch
per foot.
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G. Whenever possible, the service sewer shall be brought to the unit at an elevation
below the basement floor. No service sewer shall be laid parallel to or within
three (3) feet of any bearing wall except where the service sewer enters the unit.
The depth shall be sufficient to afford protection from frost. The service sewer
shall be laid at a uniform grade and in straight alignment insofar as possible.
Changes in direction shall be made only with properly curved pipes and fittings.

H. EXxisting service sewers may be used in connection with new units only when they
are found on examination and test to meet all requirements of the Company.

I. In any unit in which a unit drain is too low to permit the required slope of the
service sewer, sanitary sewage carried by such drain shall be lifted by approved
artificial means and discharged to the service sewer. No water operated sewage
ejector shall be used.

J. All excavations required for the installation of a service sewer and connection to
the collecting sewer shall be open trench work unless otherwise approved by the
Company. Pipe laying and backfill shall be performed in accordance with the
latest published engineering specifications of the manufacturer of the materials
used, and all applicable local plumbing codes.

K. The connection of the service sewer to the collecting sewer shall be made at the tee
branch or wye branch, if such branch is available at a suitable location. If the
collecting sewer is vitrified clay pipe of twelve-inch (12”) diameter or less and
there is no properly located tee branch or wye branch at a suitable location, such a
branch shall be furnished and installed by the Customer at a location specified by
the Company and by an installation method approved by the Company. If the
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collecting sewer is greater than twelve inches (12”) in diameter, or is PVC of any
size, a neat hole may be cut at a location specified by the Company, and a saddle
shall be furnished and installed by the Customer to which the service sewer will be
connected. The invert of the service sewer at the point of connection shall be at
the centerline or higher elevation of the collecting sewer. The connection shall be
secure and watertight. The wye branch, tee branch, or saddle shall become a part
of the Company’s collecting sewer and owned by the Company after installation.

L. Any change in the location of an existing service connection and/or service sewer
requested by the Customer shall be made at the Customer's expense.

M. Company personnel may not work on piping or facilities not owned by the
Company, unless authorized by the Customer.

N. Customer Service Sewers may not be extended along public streets or roadways
or through property of others in connecting with the Company's collecting sewers.
The service sewer may, however, extend through the collecting sewer easement
and roadway easement as necessary in order to be connected to a collecting sewer
located across and adjacent to a street in front of the Customer's living unit. The
service sewer must be laid in a straight line and at right angles to the collecting
sewer and the face of the structure or as nearly so as possible. Any deviation
from this because of physical obstruction will be at the discretion of the
Company.

*  Indicates new rate or text

+ Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




P.S.C. MO No. 4 Original Sheet No. 18
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

Rule 6 IMPROPER WASTE OR EXCESSIVE USE

A. In the event that the Customer to be served proposes to discharge, or actually
consistently discharges, an abnormally high volume or strength of waste, the
Company may require:

1. The Customer to install a pretreatment facility, grease trap or other device
on the premises, to prevent the exceeding of discharge limits, or other
adverse impacts upon the Company's system. The installation of any such
device as well as its operation and maintenance shall be the responsibility
of the Customer, and subject to approval and inspection by the Company.

2. The Customer enter into a special contract with the Company for
treatment of the Customer’s discharge, that could require an enlargement
of the Company's existing sewage treatment plant or the construction of a
temporary sewage treatment plant, and/or the construction or
reconstruction of sewer lines or pump facilities, in a form approved by the
Missouri Public Service Commission with a rate that is fair and reasonable
to both parties and so as not to constitute a burden upon the Company or
the existing Customers of the Company.

B. No Customer shall discharge or cause to be discharged any storm water, surface
water, ground water, swimming pool water, roof runoff, sub-surface drainage, or
cooling water into the collecting sewers.

C. The Customer shall not tamper with, by-pass, remove, or willfully damage a
water meter that is used for calculation of sewer bills, or allow any such action.

D. The Customer shall not attempt to discharge sewage either by an unauthorized
service connection or direct unauthorized connection to a service sewer.
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E. Customers will not be permitted to allow discharge in any way from premises
other than the service address, nor to permit the use of their drains or connections
to the service sewer for waste discharge by others, without permission from the
Company.

F. Except as may be provided in paragraph A.2., above, the Customer shall be
required to take any action necessary to meet the following described wastewater
limits before the wastewater is discharged into the collection sewer:

1. Maximum temperature of 150 degrees Fahrenheit.

2. Maximum strength of four-hundred (400) parts per million (B.O.D.).

3. A maximum of one-hundred (100) parts per million, by weight, any fat, oil
or grease.

4. A maximum of twenty-five (25) parts per million, by weight, any soluble
oils.

5. No gasoline, benzene, naphtha, fuel oil, or other flammable or explosive
liquid, solid or gas.

6. No garbage that has not been properly shredded.

7. No ashes, cinders, sand, mud, straw, shavings, metal, glass, rags, feathers,
tar, plastics, wood or any other solid or viscous substance capable of
causing obstruction to the flow in sewers or other interference with the
proper operation of the sewer system.
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8. No waste-water having a pH less than 5.0 or greater than 9.0, or having
any other corrosive property, capable of causing damage or hazard to
structures, equipment or personnel of the Company.

9. No waste-water containing heavy metals, toxic material, or (C.0.D.), in
sufficient quantity to disrupt the operation of treatment facilities, or
exceeding any limits which may be specified in a service contract for any
such substance.
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Rule 7 DISCONTINUANCE OF SERVICE

A. Discontinuance of service may be accomplished by, but not limited to, physical
disconnection or turn-off of the Customer’s service sewer from the Company’s
collecting sewer. Discontinuance of sewer service for non-payment of a sewer
bill may be accomplished by physical disconnection or turn-off, or discontinuance
by turn-off of water service by the Customer's water utility at the request of the
Company. In such cases where discontinuance is accomplished by turn-off of
water service:

1. If sewer billing is combined with water billing, Customers will be notified
by the water utility by the terms of its rules normally practiced for
discontinuance of water service; or

2. If sewer billing is not combined with water billing, Customers will be
notified by the terms of paragraphs F., G., and H., below, and not by those
of any water utility.

B. The Company may discontinue service for any of the following reasons:
1. Non-payment of a delinquent account not in dispute; or
2. Failure to post a security deposit or guarantee acceptable to the utility; or

3. Unauthorized interference, diversion or use of the utility service situated
or delivered on or about the Customer's premises; or

4. Misrepresentation of identity in obtaining utility service; or

5. Enclosing or obstructing any meter so as to make reading or repairs
unreasonably difficult, or
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6. Failure to comply with the terms and conditions of a settlement agreement.

7. Refusal after reasonable notice to grant access at reasonable times to
equipment installed upon the premises of the Customer for the purpose of
inspection, meter reading, maintenance or replacement; or

8. Violation of any of these Rules and Regulations on file with and approved
by the Missouri Public Service Commission, for unauthorized resale of
sewer service, or for any condition which adversely affects the safety of
the Customer or other persons, or the integrity of the utility's sewer
system.

C. Reconnection of any Customer after discontinuance of service by authority of this
rule will be made subject to payment of the cost of reconnection.

D. Where the owner of rental property is the Customer and has been notified of the
intent of disconnection, the tenants shall be given the opportunity in a reasonable
and timely manner to pay delinquent bills in lieu of disconnection of service.

E. None of the following shall constitute sufficient cause for the Company to
discontinue service:

1. The failure of the Customer to pay for merchandise, appliances, or service
not subject to Commission jurisdiction as an integral part of the utility
service provided by the Company; or

2. The failure of the Customer to pay for service received at a separate point
of service, residence, or location. In the event of discontinuance or
termination of service at a separate residential point of service, residence,
or location in accordance with these rules, the Company may transfer and
bill any unpaid balance to any other residential service account of the
Customer and may discontinue service after twenty-one (21) days after
rendition of the combined bill, for nonpayment, in accordance with this
rule; or
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3. The failure of the customer to pay for a different class of service received
at the same or different location. The placing of more than one (1) service
connection at the same location for the purpose of billing the usage of
specific devices under operational rate schedules or provisions is not
construed as a different class of service for the purpose of this rule; or

4. The failure to pay the bill of another customer, unless the customer whose
service is sought to be discontinued received substantial benefit and use of
the service billed to the other customer; or

5. The failure of a previous owner or occupant of the premises to pay an
unpaid or delinquent bill except where the previous occupant remains an
occupant of the living unit; or

6. The failure to pay a bill correcting a previous underbilling, whenever the
customer claims an inability to pay the corrected amount, unless a utility
has offered the customer a payment arrangement equal to the period of
underbilling.

F. Unless discontinuance is accomplished by turn-off of water service and
discontinuance notice is provided by the water utility, then at least thirty (30) days
prior to discontinuance of service, the Company will mail a written notice to the
Customer by certified mail, return receipt requested, with a copy of the notice sent
to the Public Service Commission and a copy to the property owner if different
than the Customer and if known by the Company. If the Company intends to
discontinue service to a multi-tenant unit with occupants who are not customers, a
notice shall also be conspicuously posted in the unit ten (10) days prior to the
proposed discontinuance, along with information pertaining to how one or more
of the tenants may apply to become customers. Discontinuance shall occur within
thirty (30) calendar days after the date given as the discontinuance date, shall
occur between the hours of 8:00 a.m. and 4:00 p.m., and shall not occur on a day
when the Company will not be available to reconnect service or on a day
immediately preceding such a day. The thirty (30) day notice may be waived if
there is any waste discharge that might be detrimental to the health and safety of
the public, or cause damage to the sewer system. In the event of discontinuance
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of service without the thirty (30) day notice as above provided, the Customer and
the Missouri Public Service Commission shall be notified immediately with a
statement of the reasons for such discontinuance of service.

G. A discontinuance notice provided to a customer shall include:

1. The name and address of the Customer, the service address if different
than the Customer’s address; and

2. A statement of the reason for the proposed discontinuance of service and
the cost for reconnection; and

3. How the customer may avoid the discontinuance; and

4. The possibility of a payment agreement if the claim is for a charge not in
dispute and the Customer is unable to pay the charge in full at one time;
and

5. A telephone number the Customer may call from the service location
without incurring toll charges and the address and any available electronic
contact information of the utility prominently displayed where the
customer may make an inquiry.

H. The Company shall make reasonable efforts to contact the Customer, at least
twenty-four (24) hours prior to any discontinuance, regarding the reason(s) for
discontinuance of service, and the resolution. If discontinuance of service would
affect an occupant who is not the Company's Customer, or is not responsible for
payment of the bill, then the Company shall make reasonable efforts to inform
such occupant(s).
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I.  The Company shall postpone the discontinuance if personnel will not be available
to restore service the same day, or if personnel will not be available to restore
service the following day. The Company also shall postpone discontinuance if a
medical emergency exists on the premises, however the postponement may be
limited to twenty-one (21) days, and the Company may require proof of a medical
emergency.

J. The Company shall have the right to enter the Customer's premises for purposes
of discontinuance of service in compliance with these Rules and Regulations.
Discontinuance of service will be made during reasonable hours. Company
personnel shall identify themselves and announce the intention to discontinue
service, or leave a conspicuous notice of the discontinuance. The Company shall
have the right to communicate with the owner of the Customer’s Unit for
purposes of gaining access to the property for discontinuance of service in
accordance with the Missouri Public Service Commission’s billing practices, but
any extra costs for arranging such access shall not be charged to the Customer’s
account.

K. The provisions of paragraphs H., and J., above, may be waived if safety of
Company personnel while at the premises is a consideration.

L. Discontinuance of service to a unit for any reason shall not prevent the Company
from pursuing any lawful remedy by action at law or otherwise for the collection
of monies due from the Customer.

M. If the Company discontinues its service for any violation of these Rules and
Regulations, then any monies due the Company shall become immediately due
and payable.

N. The Company has the right to refuse or to discontinue service to any unit to
protect itself against fraud or abuse.
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O. The Company shall deal with Customers and handle Customer accounts in
accordance with the Missouri Public Service Commission's Utility Billing

Practices.
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Rule 8 TERMINATION OF SERVICE

A. Termination of service at the Customer's request may be accomplished at the
expense of the Customer. If termination of service must be accomplished by
physical disconnection, the Customer shall notify the Company of the date and
time of the disconnection in writing at least five (5) days prior to the
disconnection. If termination is accomplished by turn-off of water service, such
notice shall be on or before the date of the water turn-off. Service may not be
terminated for one unit of a multi-unit building if the building is served by one
service sewer, unless accomplished by turnoff of water service to that unit. The
method used for termination of service shall be determined by the Company.

B. A Customer may request temporary turn-off of water service or sewer service by
the Company for the Customer’s own convenience; however, the Customer shall
still be charged for service at the appropriate rate as specified in the Schedule of
Rates during the time the service is turned off. The method of temporary turnoff
shall be approved by the Company, e.g. water turnoff, physical disconnection, etc.
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Rule 9 INTERRUPTIONS IN SERVICE

A. The Company reserves the right to temporarily interrupt sewer service in its
collecting sewers at any time, in a reasonable and non-discriminatory manner, for
the purpose of making repairs to the sewer system.

B. Whenever service is limited for repairs, all Customers affected by such limitation
will be notified in advance whenever it is practicable to do so. Every effort will
be made to minimize limitation of service.

C. No refunds of charges for sewer service will be made for limitations of service
unless due to willful misconduct of the Company.

D. In order to avoid service problems when extraordinary conditions exist, the
Company reserves the right, at all times, to determine the limit of and regulate
sewage discharge in a reasonable non-discriminatory manner.

*  Indicates new rate or text

+ Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




P.S.C. MO No. 4 Original Sheet No. 29
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

Rule 10 BILLS FOR SERVICE

A. The charges for sewer service shall be at the rates specified in the Schedule of
Rates in these Rules and Regulations. Service charges for connection or
disconnection are set forth in the Schedule of Service Charges.

B. A Customer who has made application for, or who is or has been taking sewer
service at one or more units connected to the collecting sewer, shall be held
liable for payment of any applicable charges for service furnished to such units
from the date of connection until the date requested by the Customer in writing
for service to be terminated, or until service is discontinued by the Company.

C. Bills for sewer service will be mailed or delivered to the Customer's last
address as shown by the records of the Company, but failure to receive the bill
will not relieve the Customer from the obligation to pay the same.

D. Payments shall be made at the office of the Company or at a convenient
location designated by the Company, by ordinary mail, or by electronic
methods employed by the Company. Payment must be received by the close
of business on the date due, unless the date due falls on a non-business day in
which case payment must be received by the next business day.

E.  Neither the Company nor the Customer will be bound by bills rendered under
mistake of fact as to the quantity of service rendered or as a result of clerical
error.  Customers will be held responsible for charges based on service
provided.

F.  Separate bills shall be rendered for each location at which sewer service is
provided, even though one entity may be the Customer at such separate
locations.
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G. The Company shall have the right to render bills monthly in advance, or on a
monthly basis in arrears when the sewer charges are based on water usage.
Bills shall have the due date indicated on the bill. Bills will be rendered net,
bearing the last date on which payment will then be considered delinquent.
The period after which the payment is considered delinquent is a minimum of
21 days after rendition of the bill. Bills unpaid after the stated due date will be
delinquent and the Company shall have the right to discontinue service in
accordance with Rule 7 — Discontinuance of Service. Delinquent bills may be
subject to a late charge as provided in the Schedule of Service Charges. The
Company shall not be required to restore or connect any new service for such
delinquent Customers until the unpaid account due the Company under these
Rules and Regulations has been paid in full or arrangements satisfactory to the
Company have been made to pay said account.

H.  When bills are rendered for a period of less than a complete billing period due
to the connection or termination of service, the billing shall be for the
proportionate part of the monthly charge.

l. Customers terminating after taking service for less than one month shall pay
not less than the monthly minimum. The owner of the property served will be
held responsible for ultimate payment of a bill. If the customer is a tenant of
rental property, copies of all notices of violations of the rules, or of
disconnection of service shall also be sent to the owner of the property if the
owner is known to the Company.

J. Unless sewer charges are billed in advance, the Company may require a
security deposit or other guarantee as a condition of new service if the
Customer:

1. Has a past-due bill which accrued within the last five (5) years and, at the
time of the request for service, remains unpaid and not in dispute with a
utility for the provision of the same type of service; or,
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2. Has, in an unauthorized manner, within the last five (5) years prior to
applying for service, interfered with or diverted the service of a utility in
the provision of the same type of service; or,

3. Is unable to establish a credit rating with the Company. Adequate credit
rating for a residential Customer shall be established if the Customer:

a. Owns or is purchasing a home; or,

b. Is and has been regularly employed full time for at least one (1) year; or,
c. Has an adequate and regular source of income; or

d. Can provide credit references from a commercial credit source.

K. Unless sewer charges are billed in advance, the Company may require a
security deposit or other acceptable written guarantee of payment as a
condition of continued or re-establishing service if service if:

1. The water service of the Customer has been discontinued for non-payment
of a delinquent account not in dispute; or,

2. The Customer has interfered with, diverted or, in an unauthorized manner,
used utility service delivered to the customer’s premises; or,

3. The Customer has failed to pay undisputed bills before the delinquency date
for five (5) billing periods out of twelve (12) consecutive monthly billing
periods. Prior to requiring a customer to post a deposit under this
subsection, the utility shall send the customer a written notice explaining
the utility’s right to require a deposit or include such explanation with each
written discontinuance notice.

L.  The amount of a security deposit shall not exceed utility charges applicable to
one (1) billing period plus thirty (30) days, computed on estimated or actual
annual usage.
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M. Interest shall be payable annually on all deposits, but shall not accrue after the
utility has made reasonable effort to return the deposit. Interest will be paid at
a per annum rate equal to the prime bank lending rate, as published in the Wall
Street Journal for the last business day of the preceding calendar year, plus one
(1) percentage point. Interest may be credited to the Customer's account.

N.  After a Customer has paid proper and undisputed utility bills by the due dates,
for a period not to exceed one (1) year, credit shall be established or re-
established, and the deposit and any interest due shall be refunded. The utility
may withhold full refund of the deposit pending resolution of a disputed
matter.

O. The utility shall give a receipt for deposits received, but shall also keep
accurate records of deposits, including Customer name, service address,
amounts, interest, attempts to refund and dates of every activity regarding the
deposit.

P.  All billing matters shall be handled in accordance with the Missouri Public
Service Commission's Rules and Regulations regarding Utility Billing
Practices, 4 CSR 240-13.

*  Indicates new rate or text

+ Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




P.S.C. MO No. 4 Original Sheet No. 33
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

Rule 11 EXTENSION OF COLLECTING SEWERS

A. Collecting sewers will be extended within the Company's certificated service area,
at the applicant's cost, if service is requested by the applicant at a location where
facilities do not exist (the "applicant” is sometimes referred to in this rule as the
"original applicant™). The applicant shall enter into a contract with the Company.
The applicant may choose to have the Company perform all work under the terms
and conditions of C., following, or have a private contractor perform the work
under the terms and conditions of D., following. For purposes of this rule, an
extension could include, in addition to a collecting sewer, one or more pump
stations or treatment plant facilities, as necessary to provide the service.

B. The pipe used in making extensions shall be of a type and size which will be
reasonably adequate for the area to be served. Such determination as to size and
type of pipe shall be left solely to the judgment of the Company. If the Company
desires a pipe size, lift station, treatment plant, or any other facility larger than
reasonably required to provide service to the applicant, the additional cost due to
larger size shall be borne by the Company.

C. The Company will extend collecting sewers for the applicant under the following
terms and conditions:

1. Upon receipt of written application for service as provided in Rule 4 -
Applications for Sewer Service, the Company will provide the applicant
an itemized estimate of the cost of the proposed extension. Said estimate
shall include the cost of all labor and materials required, including
reconstruction of existing facilities if necessary, and the direct costs
associated with supervision, engineering, permits, and bookkeeping.
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2. The applicant shall enter into a contract with the Company for the
installation of said extension and shall tender to the Company a
contribution-in-aid-of-construction equal to the amount determined in C.
1., above, plus any appropriate fees as provided in the Schedule of Rates
or the Schedule of Service Charges.

3. If, as a result of reasonably unforeseen circumstances, the actual cost of
the extension exceeds the estimated cost of the extension, the applicant
shall pay the additional cost.

D. When the applicant elects to construct an extension, the Company will connect
said extension to its existing collecting sewers under the following terms and
conditions:

1. Applicant shall enter into a contract with the Company which provides
that the applicant construct said collecting sewers and/or other facilities to
meet the requirements of all governmental agencies and the Company's
rules. Plans for the extension shall be submitted to the Company for
approval prior to construction.  Applicant's choice of construction
contractor is subject to approval by the Company. Applicant shall
contribute said facilities to the Company with a detailed accounting of the
actual cost of construction, and contribute to the Company the estimated
reasonable cost of the Company's inspection.

2. The Company, or its representative, shall have the right to inspect and test
the extension prior to connecting it to the existing collecting sewers and
acceptance of ownership.

3. Connection of the extension to existing Company collecting sewers shall
be made by, or under direct supervision of, the Company or its
representative.

4. The Company shall have the right to refuse ownership and responsibility
for the sewer extension until applicant has met the contractual obligations
as provided in D. 1.
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P.S.C. MO No. 4 Original Sheet No. 35
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

E. The cost to additional applicants connecting to the sewer contributed by the
original applicant shall be as follows:

1. For a single-family residential applicant applying for service in a platted
subdivision, the Company shall divide the actual cost of the extension,
including income tax impact if any, by the number of lots abutting said
extension to determine the per lot extension cost. When counting lots,
corner lots which abut existing sewers shall be excluded.

2. For a single-family residential applicant requesting service to areas that
are not platted in subdivision lots, the applicant's cost shall be equal to the
total cost of the extension times 100 feet divided by the total length of the
extension in feet.

3. For an industrial, commercial, or multi-family residential applicant, the
cost will be equal to the amount calculated for a single-family residence in
E. 1., above or E. 2., above, as appropriate, multiplied by a water usage
factor. The water usage factor shall be determined by dividing the average
monthly usage in gallons by 7,000 gallons, but shall not be less than 1.

F. Refunds of contributions shall be made to the original applicant as follows:

1. If the actual cost of an extension constructed by the Company under C., or
actual costs for inspection by D., above, be less than the estimated cost,
the Company shall refund the difference as soon as the actual cost has
been ascertained.

2. During the first ten years after the extension is completed, the Company
will refund to the original applicant who paid for the extension monies
collected from additional applicants in accordance with E., above.

3. The sum of all refunds to the applicant shall not exceed the total
contribution, including income tax and inspection costs associated with the
extension, which the applicant has paid.

*  Indicates new rate or text

+ Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




P.S.C. MO No. 4 Original Sheet No. 36
Cancelling P.S.C. MO No. 2

Name of Utility: Hillcrest Utility Operating Company, Inc.
Service Area: Hillcrest Manor Subdivision

Rules and Regulations Governing Rendering of
Sewer Service

4. If two or more entities are considered an original applicant, the refund
shall be distributed to each entity based upon the percentage of the actual
extension cost contributed by each entity.

G. Any extension made under this rule shall be and remain the property of the
Company in consideration of its perpetual upkeep and maintenance.

H. The Company reserves the right to connect additional extensions to a collecting
sewer contributed by the applicant. The connection of new customers to such
additional extensions shall not entitle the applicant to any refund.

* Indicates new rate or text
+ Indicates change

DATE OF ISSUE  February 17, 2016 DATE EFFECTIVE  April 4, 2016
Month  Day Year Month Day Year

ISSUED BY Josiah Cox, President, 500 Northwest Plaza Drive, Suite 500, St. Ann, MO 63074

name of officer title address




WATER & SEWER COMPANY

Residential Customer Bill Comparison-Water

Rates for 5/8" Meter

Current Base Proposed Base Current Proposed
Customer Charge Customer Charge Usage Rate Usage Rate
$3.58 $33.89 $1.84 $6.27

current service charge is monthly charge
usage rate is per 1,000 gallons used

MONTHLY BILL COMPARISON
5,300 gallons/month usage

Current Rates

Customer Charge $ 3.58
Usage Charge $ 9.75
Total Bill $ 13.33
Proposed Rates

Customer Charge $ 33.89
Usage Charge $ 33.26
Total Bill $ 67.14
INCREASES

Customer Charge

$ Increase $30.31

% Increase 846.57%
Usage Charge

$ Increase $23.50
% Increase 241.01%
Total Bill

$ Increase $53.81

% Increase 403.62%



WATER & SEWER COMPANY

Residential Customer Bill Comparison-Sewer

Rates for Residential Customer

Current Base Proposed Base
Customer Charge Customer Charge
$14.63 $67.07

current service charge is monthly charge

MONTHLY BILL COMPARISON

Current Rates

Customer Charge $ 14.63
Usage Charge $ -
Total Bill $ 14.63

Proposed Rates

Customer Charge $ 67.07
Usage Charge $ -
Total Bill $ 67.07
INCREASES

Customer Charge
$ Increase $52.44
% Increase 358.41%

Usage Charge

$ Increase $0.00
% Increase N/A

Total Bill

$ Increase $52.44

% Increase 358.41%



REPORT OF WATER AND SEWER UNIT

FIELD OPERATIONS AND TARIFF REVIEW

File Nos. WR-2016-0064 and SR-2016-0065

Hillcrest Utility Operating Company, Inc.

Introduction

This Report was prepared jointly by Staff members Jonathan Dallas, Martin Hummel, and Jarrod
Robertson.

Hillcrest Utility Operating Company, Inc., holds certificates of public convenience and necessity
(CCN) granted by the Missouri Public Service Commission (the Commission), under which the
Company provides water and sewer utility services. The Commission granted the CCN for water
service and sewer service in the context of approving the sale of assets in Case WO-2014-0340
by an Order that became effective on October 22, 2014.

The water and sewer systems are believed to have been constructed in approximately 1974. A
full background of the utility systems is presented in Staff’s recommendation, filed in case WO-
2014-0340. The current Commission approved rates and charges have not been changed since
1989.

The Company provides service to approximately 241 water and 240 sewer customers, which
consist of single-family homes, apartments, duplexes, and small commercial businesses in the
Hillcrest Manor subdivision in Cape Girardeau County.

Facilities

Water System

The water system consists of a single well, a newly constructed 58,000 gallon ground storage
tank, two high-service pumps that pump from the tank to the distribution system, which is made
up of predominately six inch and some eight inch PVC pipe. There are also several flush
hydrants located throughout the system. Each customer is individually metered. Previously the
system only had a 20,000 gallon storage tank which was inadequate to meet a minimum one-day
average use, as recommended by the Missouri Department of Natural Resources’ (DNR)
Minimum Design Standards for Missouri Community Water Systems.

As was documented in Staff’s recommendation in Case No. WO-2014-0340, both the drinking
water system and the sewer system were in critical need of repairs and upgrade, and were subject
to an Abatement Order on Consent agreement with DNR. These upgrades were necessary not



only to meet regulatory requirements, but were also critical to improving the operational
efficiency and dependability of both systems.

Drinking water system upgrades made by the Company, include the following:

e Replaced the old 20,000 gallon storage tank with a new 58,000 gallon tank.

e Added permanent chlorination which required a chlorine room to be added to the well
house.

e Replaced the roof on the well house.

e Rewired all of the electrical components and electric motor controls in the well house.

e Added a backup generator.

e Resealed the well head.

e Replaced the master meter at the well head.

e Constructed a security fence around the well house and storage tank.

e Added eight valves to the distribution system.

e Replaced some broken meters in the distribution system.

e Installed a supervisory control and data acquisition system (SCADA) for more efficient
system operation.

These upgrades have made the system much safer and more reliable for the customers. This
water system had been modified several times in the past, which was not well documented. As a
result, the water system was prone to frequent outages and boil orders, before these new
upgrades. One boil order lasted over a month due to contamination of the old storage tank
caused by deterioration allowing contaminants to enter through the top of the tank. Due to
previous contamination and outages, DNR required disinfection of the water system, which
necessitated a separate chlorination room to be added onto the well house. A separate room is
necessary for safety of personnel, as well as helping protect the metal plumbing and electrical
components in the well house from corrosive chlorine gas. Since the upgrades, there have not
been any contamination events or boil orders, and customers have not been out of water.

The new 58,000 gallon storage tank now has enough capacity to provide water to the system for
approximately a day in the event the well pump fails, which meets DNR requirements. When the
pump fails, it takes about one day to replace. Also a new backup generator will automatically
provide power within ten seconds of losing primary power. This insures the pumps will maintain
adequate pressure in the system. By installing a few new gate valves in key locations throughout
the distribution system, operators now have the ability to isolate main breaks so only a fraction
of the system is without water while the break is repaired, instead of the whole system being shut
down and without water. The SCADA system allows the owner and operator to receive
warnings and alarms anytime of the day or night via their cell phones.

Sewer System



The sewer system consists of gravity sewers, one existing lift station within the collection
system, and one new lift station that was constructed as a part of the treatment facility in
conjunction with a new treatment component, called a bioreactor. The bioreactor is a fairly new
technology. It consists of two concrete in-ground tanks filled with small plastic balls called
media. The media provides surface area for bacteria to attach and grow on. Bacteria are used to
break down and treat the raw sewage, and especially to break down ammonia, which is what the
bioreactor is being utilized for by the Company. Utilizing the bioreactor means more sewage can
be treated faster in a smaller plant. The treatment facility is a modification of what was a four-
cell lagoon. The previous owner, Brandco, was required by DNR to meet new limits for
ammonia discharge by July 1, 2016. This drove the Company to upgrade the facility and
treatment process. This involved a reconfiguration of the treatment process while still utilizing
the original system.

Upgrades include:

e A new moving bed bioreactor to help remove ammonia.

e A new lift station to pump effluent to the bioreactor from an existing lagoon cell.
e Rerouting a portion of the sewer pipe to a new entry point at the treatment system.
e Fence around the lagoons and bioreactor.

e Cleared brush and over growth from around the lagoons and adjacent area.

e Riprapped the eroding drainage ditch between the lagoons.

e Installed SCADA on the two lift stations and bioreactor.

With these upgrades the sewer system is expected to meet treatment limits set by DNR necessary
to protect the water users of the receiving stream. Prior to Hillcrest making these upgrades the
sewer system was not meeting treatment requirements and the lagoons were in danger of failing.
The clearing of over grown brush from around the lagoons was a major task. This revealed
several places where the berms were starting to fail and untreated sewage was running over the
berm into the creek. The SCADA system will alert the operator to any high water levels or
pump failures in the system.

In summary: The improvements made to the drinking water and sewer systems were critically
needed in order to meet drinking water and water pollution regulations. These improvements
allow Hillcrest to provide safe and adequate service to its customers in the Hillcrest Manor
subdivision.

Tariff Review

Staff routinely works with the Company to update water and/or sewer tariffs of the individual
companies using a generic tariff that is modified for specific operations of the individual
companies as they file rate cases with the Commission.



Water Tariff

The Company’s current water tariff was approved in 1989. Following a review of the current
water tariff, Staff is recommending the Company replace the water tariff with a new water tariff
that reflects the current rules and regulations of the Commission, but modified for Hillcrest
Utility Operating Company, Inc.

The Schedule of Service Charges has been updated to reflect current water miscellaneous service
charges billed by the Company. A New Service Connection Fee has been defined to be equal to
the “Actual Cost,” as related to parts, material, labor and equipment, but excluding the cost of the
meter. The following fees were determined by Staff and the Company to be the actual cost of
providing that service. A Meter Test Fee of $25 has been added to the water tariff. The Turn-on
and Turn-off fees were adjusted from $15 to $25. A Service Connection Inspection Fee of $25
and a Water Service Line Inspection Fee of $25 have been added to the water tariff, and Staff
added a late charge of $5 or 3%, with the greater amount being added to the delinquent bill and
changed the reconnect fee from $15 to $25. Staff included a service charge for service calls for
damages caused by the Customer, equal to the actual cost of providing the service, with a
minimum charge of $40. Staff also included a charge of $25 for returned checks and updated
certain miscellaneous service charges, listed above, to reflect actual costs to the Company, as
well as, updating the water tariff to include the recent changes made to Chapter 13.

The new and updated water tariff for Hillcrest Utility Operating Company, Inc., will be filed by
the Company as part of this current rate case proceeding. The current PSC MO number 2 water
tariff will be canceled and replaced by PSC MO Number 3 water tariff.

Sewer Tariff

The Company’s current sewer tariff was approved in 1989. Following a review of the current
sewer tariff, Staff is recommending the Company replace the sewer tariff with a new sewer tariff
that reflects the current rules and regulations of the Commission, but modified for Hillcrest
Utility Operating Company, Inc.

The Schedule of Service Charges has been updated to reflect current sewer miscellaneous service
charges billed by the Company. A late charge of $5 or 3%, with the greater amount being added
to the delinquent bill, has been added along with a returned check fee of $25. Regarding
Discontinuance of Service, if disconnection is accomplished in accordance with Rule 8, the
charge for reconnection by the Company shall be the total actual cost of disconnection and
reconnection. Staff reviewed the existing miscellaneous service charges with the Company to
recover the actual costs related to these services. Miscellaneous charges have been calculated by
Staff to allow the Company to recover the actual costs, related to these charges from the
customers causing the event/cost. A Re-Inspection Fee of a new service sewer of $20 has been
added to the sewer tariff, to be paid if the Company is not at fault. A fee of $40 has been
assigned to service calls that must take place any time other than normal business hours for any



reason except a disconnection for a ruptured Customer’s service. The aforementioned changes
were made to keep the language of this sewer tariff consistent with other Company sewer tariffs,
as well as, updating the sewer tariff to include the recent changes made to Chapter 13.

The new and updated sewer tariff for Hillcrest Utility Operating Company, Inc. will be filed by
the Company as part of this current rate case proceeding. The current PSC MO number 2 sewer
tariff will be canceled and replaced by PSC MO Number 4 sewer tariff.

Rate Design

Staff also reviewed the Company’s current rate design in its investigation. The current rate
structure consists of a monthly service and a commaodity charge for water service, and a monthly
service charge for sewer service. Staff is proposing a new customer class be created for
commercial customers in both water and sewer service. In addition, Staff has performed a cost
of service study for water service, which allocated current costs to the monthly minimum
customer charge and the commodity charge. Staff is not making any recommendations to
change the Company’s current rate structure for sewer service in this case.

Conclusion and Recommendation

1) The current PSC MO number 2 water tariff will be canceled and replaced by PSC MO
Number 3 water tariff.

2) The current PSC MO number 2 sewer tariff will be canceled and replaced by PSC MO
Number 4 sewer tariff.



REPORT OF CUSTOMER SERVICE AND BUSINESS OPERATIONS REVIEW

Consumer and Management Analysis Unit
Small Company Rate Increase Request
Case Nos. WR-2016-0064 & SR-2016-0065
Hillcrest Utility Operating Company, Inc.
Gary Bangert, Mark Kiesling, and Brooke Richter

The Consumer and Management Analysis Unit (CMAU) staff of the Missouri Public
Service Commission (“Commission™) initiated an informal review in October 2015 of the
customer service and business processes, procedures, and practices of Hillcrest Utility Operating
Company, Inc. (“Company”). The review was performed in response to the Company’s request
for a rate increase in Case Nos.WR-2016-0064 & SR-2016-0065, which were filed on September
15, 2015. This request is for an increase of $236,016 in its annual water system operating
revenues, and $216,663 in its annual sewer system operating revenues. File Nos. WR-2016-
0064 and SR-2016-0065 have been consolidated into WR-2016-0064. All future case references
shall be made using Case No.WR-2016-0064.

The CMAU staff examined the Company’s tariffs, annual reports, Commission complaint
and inquiry records, and other documentation related to the Company’s customer service and
business operations. In preparation of this report, the CMAU staff submitted data requests to the
Company and conducted a conference call with Company personnel. The CMAU staff’s review

of the Company resulted in the following two recommendations:

THE CMAU STAFF RECOMMENDS THAT COMPANY MANAGEMENT:

1. Develop and utilize time sheets for all employees to record the time associated with
Company work activity. This recommendation should be completed within ninety (90)
days of the effective date of any Commission order issued in Case No. WR-2016-0064.

2. Develop and require a signed customer application prior to providing service as
provided in its tariff. The Company’s customer application shall include the date and the

customer’s _signature indicating that the customer agrees to abide by the Company’s
rates, rules and regulations, and applicable state statutes. This recommendation should
be completed within thirty (30) days of any Commission order issued in Case No. WR-
2016-0064.




The purpose of the CMAU is to promote and encourage efficient and effective utility
management. These objectives contribute to the Commission’s overall mission to ensure that
customers receive safe and adequate service at reasonable rates while providing utilities the
opportunity to earn a fair return on their investment.

The objectives of this review are to document and analyze the management control
processes, procedures, and practices used by the Company to ensure that its customers’ service
needs are met and to make recommendations, where appropriate, by which the Company may
improve the quality of services provided to its customers. The findings of this review will also
provide the Commission with information regarding the Company’s customer service and
business operations.

The scope of this review focuses on processes, procedures, and practices related to:

e Meter Reading

e Customer Billing

e Payment Remittance

e Credit and Collections

e Complaints and Inquiries

e Customer Communication

This report contains the results of the CMAU staff’s review.

History
Hillcrest Utility Operating Company was first authorized by the Commission in 1989 to

provide water and sewer service in an area commonly known as Hillcrest Manor Subdivision in
Cape Girardeau County, Missouri. In 2005, Brandco Investments, LLC purchased Hillcrest
Utility Operating Company. Brandco Investments owned and operated Hillcrest Utility
Operating Company until March 2015, when Central States Water Resources purchased the
Company. The Company provides water service to approximately 241 customers, and
approximately 240 sewer customers. There has been minimal change in the number of
customers over the past several years and limited growth is anticipated. No previous customer

service review has been performed by the CMAU staff.



Overview

Josiah Cox is the owner/president of Central States Water Resources. An office manager
performs all business office operations and the Company contracts with Strickland Engineering
to perform all outside operations and maintenance. Outside operations activities include system
checks, reading meters, routine maintenance of the water system, taking water samples, and
recording master water meter readings. Company personnel represent that time associated with
Company work activity is tracked for Mr. Cox on QuickBooks software and may be tracked for
other employees in the future.

The Company’s business office is located at 500 Northwest Plaza Drive, Suite 500, St.
Ann, Missouri 63074. The office hours of operation are 7:00 a.m. to 4:00 p.m. Monday thru
Friday. The Company has a contract with Nitor Billing to provide 24/7 customer support.
Business office operations include maintaining customer account records, responding to
customer complaints and inquiries, and paying bills. The president also responds to emergency

customer calls.

Meter Reading

The Company’s water meters, active and inactive, are usually read on or around the end
of each month by Strickland Engineering. The meter readings are subsequently manually
entered into an Excel spreadsheet and uploaded to Nitor’s billing software called Munibilling.
Upon visual examination, any meter readings that appear unusual result in a reread. Company
personnel asserted that meters are only estimated when they are not functional or inaccessible.
Company personnel represented that there has been no problem with theft of water service. The

Company has no plans to change the way it records meter readings.

Customer Billing

Hillcrest Utility Operating Company contracts with Nitor Billing to generate and mail all
customer bills. Company personnel indicate that the monthly bills are mailed on or about the 5th
of each month, with customer bills due 21 days from the date the bills are mailed. Hillcrest
Utility Operating Company uses QuickBooks software to maintain customer records. Office
personnel assert that customer account data is backed up to a cloud database whenever account

modifications are made.



Payment Remittance

Customer payment options include check, debit card, credit card, or E-check. Customers
incur no fees for use of any of the payment options. Nitor Billing processes all payment
remittance. Most payments are received in the mail or online thru Nitor’s web-based software
Munibilling. Company personnel assert that bill payments are processed, recorded, and

deposited on the day they are received.

Credit and Collections

Customers requesting water and sewer service are not currently required to complete an
application. The Company represented that an online application will be available soon. A
security deposit is not required as a condition for providing service. Company personnel assert
that returned checks have not been a problem. Four returned checks have been processed in
2015. The Company’s current tariff does not have a provision for a returned check fee.

The Company has an established procedure for handling delinquent accounts. The

following illustration shows the actions that would be taken on delinquent accounts:



Delinquent Account Actions

Bill Date
(November 6)

J

Due Date
(November 27)

J

Late Payment Fee May be
Applied
(November 28)

J

Delinquent Customers are Mailed
a Late Notice
(December 15)

J

Delinquent Customers are Mailed
a Discontinuance Notice
(January 21)

)

Delinquent Customers are Mailed
a Final Discontinuance Notice
(February 18)

J

Delinquent Customers are
Subject to Discontinuance
(February 23)

As shown in the illustration for bills with a bill date of November 6, Company personnel
assert that customers with unpaid accounts may be assessed a late payment fee of 8% of the
balance due on the 28th of the month. The Company has informed Staff that it is not applying

late fees, as it is trying to get all customers current on bills since the acquisition case; however, it
5



plans to start charging late fees in the near future. A late notice is mailed by the middle of the
month following a delinquent bill, a discontinuance notice is mailed after the middle of the
following month, and a final notice is mailed about the middle of the next following month,
about four days before the service is subject to discontinuance (February 23 in the illustration).
Hillcrest Utility Operating Company personnel indicated that only one customer has been
disconnected for nonpayment, as the Company is working to get all of their customers current on
their bills. The Company’s tariff includes a provision for a $15.00 reconnect fee for any
nonpaying customer that would have service discontinued. The Company does not use a
collection agency to pursue the collection of amounts owed to Hillcrest Operating Company. No

uncollectible water account has been written off since Hillcrest was acquired in March 2015.

Complaints and Inquiries

Customers with questions or concerns may call the telephone number appearing on their
bill, which is the Nitor billing answering service. This number is a 24/7 toll-free telephone
number that is auto-transferred to Strickland Engineering’s emergency number if it is a
maintenance emergency. If it is a billing question or concern, the call will be answered by the
Nitor billing answering service. Company personnel indicate that customer contacts are
recorded on the Customer Complaint Log that includes the date, reason for the contact, and
resolution. Separate documents show each individual complaint record also includes the
customer name, account number, phone number, and message. A review of the Commission’s
complaint/inquiry records since it was acquired in March 2015 shows there has been one high

water bill complaint, but no other complaints or inquiries.

Customer Communication

The Company has just created an informational brochure, which contains information
required by Commission Rule 4 CSR 240-13.040. The Company plans to send the brochure to
all of its current customers and any new customers will receive a copy as well. Currently the
brochure is available to view online on the Company’s website. Some information is also
conveyed through a newsletter when there are expected major water disruptions that will take

place.



Findings, Conclusions, and Recommendations

The following discussion presents a summary of the findings, conclusions, and
recommendations pertaining to the Company’s customer service operations. Recommendations
resulting from rule or tariff violations are specifically noted and associated with a 30-day
implementation requirement. The information presented in this section focuses on the following
two issues that require Company management’s attention:

e Time Sheets

e Customer Applications

Time Sheets
Time records associated with Company work activity are not kept by all Company
employees. Time records are only kept by the president of the Company. The person in charge
of business office functions estimates spending approximately 20 hours per week on Company
business, but this time is not documented. The CFO of the Company often conducts business
associated with directing overall company strategy; however, time related to water company
activity is not documented. The lack of actual time records inhibits Company management’s
ability to support the need for specific resources to operate the water company.
Maintaining accurate time records can serve and support several managerial and
regulatory purposes, such as planning, budgeting, verification, and human resources.
e Time records assist in tracking the amount of time employees expend on all projects.
e Time sheets create a record, serving as visual feedback of the work and projects that have
been accomplished.
e Data contained in the time records should be linked to accounting records and provide the
necessary support for financial reporting and allocation of costs. Employee time records
are useful in the regulatory process to support the pay and benefits that regulated utilities

will receive in customer rates.

THE CMAU STAFF RECOMMENDS THAT COMPANY MANAGEMENT:

Develop and utilize time sheets for all employees to record the time associated
with Company work activity. This recommendation should be completed within
ninety (90) days of the effective date of any Commission order issued in Case No.
WR-2016-0064.




Customer Applications

The Company has not developed and does not collect a signed customer
application from its customers. The absence of signed customer applications is a
violation of its tariff. The Company’s Tariff Sheet No. 11, Rule 2(a) states:

A written application for service, signed by the customer, stating the type of
service required and accompanied by any other pertinent information, will be
required from each customer before service is provided to any unit. Every
customer, upon signing an application for any service rendered by the Company,
or upon taking of service, shall be considered to have expressed consent to the
Company’s rates, rules and regulations.

The customer application should include the customer’s signature that states the
customer agrees to abide by the Company’s rates, rules and regulations and state statutes
along with the date the document was signed. The signed and dated customer application
would provide Hillcrest Utility Operating Company more leverage to collect monies

owed should the need arise.

THE CMAU STAFF RECOMMENDS THAT COMPANY MANAGEMENT:

Develop and require a signed customer application prior to providing service as
provided in its tariff. The Company’s customer application shall include the date

and the customer’s signature indicating that the customer agrees to abide by the
Company’s rates, rules and regulations, and applicable state statutes. This
recommendation should be completed within thirty (30) days of any Commission
order issued in Case No. WR-2016-0064.

Implementation Review

The CMAU staff will conduct a review of the Company’s progress regarding the

implementation of the two recommendations made in this report.



AUDITING DEPARTMENT RECOMMENDATION MEMORANDUM

TO: Jarrod Robertson, Water and Sewer Department, Case Coordinator
Whitney Payne, Legal Counsel
Kevin Thompson, Chief Staff Counsel

FROM: Paul R. Harrison, Utility Regulatory
Ashley Sarver, Utility Regulatory
Auditing Department Staff

SUBJECT: Auditing Department’s Findings and Recommended Cost of Service
Hillcrest Utility Operating Company, Inc.
Case No. WR-2016-0064
Case No. SR-2016-0065

DATE: March 18, 2016

Hillcrest Utility Operating Company, Inc. (“Hillcrest” or “Company”) filed a rate
increase request with the Missouri Public Service Commission (“Commission”) on
September 15, 2015. The proposed increase is in the amount of $216,663 for the sewer
system and $236,016 for the water system; and, if approved, would result in an increase
over current revenues of approximately 514.21% for sewer and $638.57% for water.
Hillcrest currently serves approximately 241 water customers and approximately 240
sewer customers in and around Cape Girardeau, Missouri. After Hillcrest’s filing, the
Commission’s Staff (“Staff””) performed an audit of Hillcrest water and sewer operations
to determine whether a rate increase was appropriate, and if so, the amount thereof that
was reasonable.

Based upon Staff’s examination of Hillcrest’s books and records, along with
discussions with the Company’s employees, Staff’s recommended revenue requirement
calculation for Hillcrest, using a return on equity (ROE) of 12.88%, is $144,630 for water
and $167,263 for sewer. These revenue requirement amounts require an increase in
Hillcrest’s current water and sewer rates of approximately 446% for water and 404% for
sewer. Attached to this Memorandum are Staff’s Accounting Schedules and relevant
workpapers related to its review and audit of Hillcrest’s financial operations.

Test Year and Update Period

Staff used a test period in this case consisting of the seven months ending July 31,
2015, with an update period through October 31, 2015, in order to develop its revenue
requirement recommendation in this case.! Since Hillcrest has not been operated by its

! Staff normally uses a “test year” (twelve months of actual financial data) as a starting point of its
analysis of a utility’s request to increase its customer rates. However, twelve months of accurate
financial data for the Hillcrest operations was not available to the Staff for this audit. Instead, Staff
relied upon financial information put together by Central States Water Resources after its acquisition



current owner for a full twelve month period, Staff annualized revenues and expenses
based on the seven or more months of data available from Central States Water
Resources (CSWR), the parent company that acquired the Hillcrest assets in March of
2015, during the course of its audit.

Corporate Allocation

CSWR is a corporation which currently has two regulated operation companies
(Hillcrest and Raccoon Utility Operation Company, Inc. (Raccoon Utility), both Missouri
utilities). Each operating system has specific costs that are directly assigned on its books
and records, therefore requiring no allocation. However, there are costs that are incurred
by the corporation (i.e.: payroll, payroll taxes, office supplies, outside services, property
insurance, employee benefits, rent, etc.) that are allocated to both Hillcrest and Raccoon
Utility. CSWR allocated approximately 14% of these corporate costs to Hillcrest. This
allocation factor was based by CSWR on the number of customers receiving service from
the five different systems (two systems under Hillcrest and three systems under Raccoon
Utility). For purposes of this proceeding, Staff agrees with this allocation factor and used
it to allocate corporate costs in Staff’s accounting schedules.

Rate Base

CSWR acquired Brandco Water and Sewer in March of 2015 and renamed it
Hillcrest Utility Operating Company Inc. Since acquiring the Company, CSWR has
invested approximately $589,744 and $507,806 for sewer and water improvements,
respectively, in order to upgrade the systems to Department of Natural Resource
standards and to improve quality of service for the Hillcrest ratepayers. Staff has
included the cost of these system improvements in Hillcrest’s current cost of service. In
order to ensure accuracy of the Company’s plant in service and accumulated depreciation
reserve, Staff examined plant levels, additions and retirements using the general ledger
from January 1, 2015 to October 31, 2015, for CSWR and Hillcrest. Staff reviewed all
invoices relating to the additions of plant in service for both the water and sewer
improvements. In some cases, Staff made adjustments to the test period books to equal
invoiced amounts, if the general ledger totals did not match the invoice. Plant in Service,
Depreciation Reserve, Contributions in Aid of Construction (CIAC), CIAC Amortization
and Prepayments were updated through October 31, 2015. For Prepayments, Staff
allocated a 14% average of the balances for the most current six month period ending
October 31, 2015.

Depreciation Rates

The depreciation rates used in this case were provided by Mr. John Robinett of
the Staff Engineering Analysis Unit.

of the Hillcrest properties, which does not reflect data prior to calendar year 2015, as a starting point
for its audit analysis of Hillcrest.



Revenues

For purposes of annualizing water revenues, Staff used the average number of
customers over a seven month period ending on October 31, 2015. The average number
of customers based on the seven month period ending October 31, 2015, was multiplied
by the current monthly tariff rate, and then multiplied by twelve to derive the annualized
customer charge for revenues. Staff also used the same seven month time period to
develop an average of customer water usage. Staff included miscellaneous revenue from
the Primacy Fee. Staff’s analysis of revenues for the Company produced an annualized
level of $32,393 for Hillcrest’s water customers.

For purposes of annualizing sewer revenues, Staff used the customer numbers
ending October 31, 2015 (the same time period as water).The number of customers
based on the period ending October 31, 2015, was multiplied by the current monthly
tariff rate, and then multiplied by twelve to derive the annualized customer charge for
revenues. Staff’s analysis of revenues for the Company produced an annualized level of
$41,431 for Hillcrest’s sewer customers.

During Staff’s review of revenues for Hillcrest, it was discovered that Nitro
Services (the Company that CSWR uses for billing and collection) was under-billing the
Hillcrest water customers. Instead of charging the customers that used more than the
5,000 gallons per month both a monthly charge and a usage charge, the vendor charged
those customers only the usage charge each month. Staff believes that the under-billed
amount is approximately $7,000. Staff’s adjusted level of water revenues for Hillcrest
reflects the amount that should have been billed to customers, not the amount actually
billed by Nitro Services. Staff is working with the Company in order to determine the
exact dollar amount of the under collection and how this under collection of revenues
might be addressed and recovered from the customers in the future.

Weighted Cost of Capital

The rate of return and capital structure used to develop Staff’s recommended
revenue requirement in this case were provided by Ms. Shana Griffin of the Staff
Financial Analysis Unit. Staff’s recommendation is based on a hypothetical capital
structure of 75% long term debt and 25% common equity. Staff estimated a return on
equity of 12.88% and a total overall rate of return of 9.88%.

Payroll, Payroll Tax, and 401(K)

Currently, CSWR has three employees. The President is Mr. Josiah Cox, along
with a Chief Financial Officer (CFO), Mr. Jack Chalfont and an office manager, Ms.
Brenda Eaves.



Staff compared each employee’s base salary against the annual wage for similar
occupations listed on the Missouri Economic Research and Information Center (MERIC)
website to determine if CSWR employee’s pay scale was comparable to salaries paid
within the St. Louis Region. Staff’s analysis determined that the base salary for each
employee was not comparable to the annual wage for a mean (average) individual in the
same occupation according to the MERIC database. Therefore, Staff made adjustment to
CSWR’s payroll to align each individual’s salary with MERIC levels.

The President completes a detailed timesheet allocating his hours, but the office
manager and CFO do not keep track of their hours using timesheets. Therefore, the
President’s hours were calculated by the average number of hours recorded on his
timesheet from January 1, 2015 to October 31, 2015, and multiplied by 12 to determine
his annualized hours per year, per system. Staff then multiplied the hourly salary based
on MERIC by the hours directly assigned to Hillcrest to develop the portion of the
President’s salary that should be assigned to Hillcrest.

Since the CFO and Office Manager did not have time sheets, Staff calculated their
salaries by using the MERIC annualized salary for each of their job descriptions and
multiplying that salary by the corporate allocation factor of 14%.

To account for the amount of labor that is associated with construction activities,
Staff applied an estimated Operation and Maintenance expense ratio (O&M expense
ratio) to the CSWR employee’s payroll expense. Staff has requested any available data
pertaining to the actual amount of time each employee spends on construction and
operations related activity, respectively, from the Company, but has not received
adequate information from Hillcrest on this point. Therefore, Staff estimated an 85%
O&M expense ratio for the President and a 92% O&M expense ratio for the Office
Manager and CFO. These O&M ratios are comparable to other small utilities that Staff
has audited and is a conservative number when taking into account all of the plant
improvements that have occurred at Hillcrest over the past several months. If the
Company provides Staff with a more accurate analysis of the amount of labor that should
be capitalized for Hillcrest at a later date, Staff will update the O&M ratio at that time.

Staff calculated payroll taxes based on Staff’s annualized base salary and the
current tax rates. In addition, CSWR has a 401K plan for its employees. CSWR is
matching up to 3% of each employee’s pay for the Company 401k plan. Therefore, Staff
has included the Company’s match (3%) into its cost of service for Hillcrest.

Staff applied the 14% corporate allocation factor for payroll (office manager and CFO),
taxes, and 401K for all CSWR employees.



Employee Benefits

CSWR provides medical, dental, vision, and life insurance for their employees.
Staff reviewed all of the invoices for the benefits in the test period in order to determine
the level of insurance that should be included in the Cost of Service.

CSWR is paying 99% of the premium for health, dental and vision insurance,
with 1% to be paid by the employee. All Missouri utilities of which Staff is aware require
their employees to assume a greater percentage of responsibility for health benefits.
After reviewing other water and sewer companies, Staff determined 90% was a more
reasonable level for CSWR to pay. Therefore, Staff annualized the health, dental, and
vision insurance by multiplying the monthly premium (90%) in effect as of October
2015, by 12 months to arrive at an annual amount. Staff then allocated the corporate
level of medical, dental and vision insurance premiums by 14% for Hillcrest.

CSWR provides its CFO and office manager positions life insurance based on two
years of their salary. Staff reviewed other utilities’ level of life insurance and determined
a two year salary basis was reasonable. However, Mr. Cox is provided a $2.5 million
insurance policy with the premiums being paid by CSWR. Staff believes that this amount
of coverage is excessive, so Staff made an adjustment to remove the premiums for the
$2.5 million policy for Mr. Cox and instead included life insurance valued at two years of
Staff’s annualized salary level for Mr. Cox in the Cost of Service for this case. Staff
annualized Accidental Death & Dismemberment, Long Term Disability, and Short Term
Disability premium rates as of October 31, 2015, and allocated 14% of the amount of
these premiums to Hillcrest.

Workman’s Compensation Insurance

Workers’ compensation insurance was adjusted by taking the amount of the
premiums for the applicable period and adjusting the test year to match the amount of the
premiums. Staff applied the corporate allocation of 14% for this expense to Hillcrest.

Maintenance Expense

Staff reviewed all invoices related to repairs and maintenance expense booked to
Account 631 for water operations and Accounts 732 and 752 for sewer operations for the
seven months ended October 31, 2015. Staff annualized the test year maintenance
expense for these accounts as of October 31, 2015.

Operations Expense
1. Purchased Power

Staff has reviewed the electric bills from Ameren UE to determine the
annualized amount of electricity expense to include for Hillcrest in the rates



for water and sewer. Staff annualized this expense by averaging the monthly
amount over seven months and then multiplying that average by twelve
months.

2. Chemicals

Staff reviewed the invoices regarding chemical expense for Account 641
(water) and Account 741(sewer) for Hillcrest from the beginning of March
2015 through October 31, 2015. Based on this analysis, Staff annualized the
level of this expense over a twelve month period and included that amount in
Staff’s cost of service.

3. Testing Expense

Staff reviewed all invoices within the test year related to water and sewer
testing. Staff annualized the level of this expense over a twelve month period
and included that amount in Staff’s cost of service.

Travel Expenses

Staff reviewed all documents pertaining to travel expenses for CSWR during the
test year. In addition, Staff reviewed mileage claimed by Mr. Cox and included only the
mileage directly charged to Hillcrest. Staff also reviewed meal receipts and only allowed
meal amounts that were related to Hillcrest. Mr. Cox and Mr. Chalfant received a flat
monthly fee of $900 for use of their personal vehicles. Mr. Cox also charged mileage for
the use of his personal vehicle. Staff removed all expenses relating to the monthly rate for
vehicles.

Communication Expense

Staff examined the amounts of AT&T Wireless payments and Spectrum payments
made by CSWR during the test year. Since Mrs. Eaves, the office manager, uses her work
cell phone for personal communication, Staff disallowed half of the expense. Staff
annualized communication expense by developing a monthly level using the data that
was available in the general ledger and Company invoices. Staff then applied the
corporate allocation factor of 14% to CSWR’s communication expense.

Property Insurance

CSWR has Property, Environmental, and Excess Liability over General Liability
Insurance in place for Hillcrest and Raccoon Creek.

Property Insurance includes insurance for building, personal property and
business income with extra expenses including “rental value” for five systems (two
Hillcrest properties and three Raccoon Utility properties). After reviewing the policy and



talking with the Company, Staff determined that the insurance for business income with
extra expense including “rental value” is an inappropriate cost for Hillcrest customers to
pay. Staff removed the percentage that was allocated to the business income premium
from Hillcrest. Staff only included property insurance premiums for the two Hillcrest
properties. Staff adjusted the environmental and excess liability for environmental
insurance to match the amount of the insurance premiums for the two Hillcrest systems.

Certified Operator

Hillcrest has a contract with Strickland Engineering Inc. regarding operation of
water supply and wastewater treatment facilities. The contract dates are January 31, 2015
to January 30, 2018 (3 years). Hillcrest pays Strickland Engineering Inc. an operator fee
for basic service annualized at $32,880 ($2,740 a month). These fees are split 50/50
between Hillcrest water and sewer. Staff included an annualized level of twelve months
of this expense in Hillcrest’s cost of service.

Billing and Collection

Hillcrest also has a contract with Nitro Services, LLC regarding billing, payment
collection, customer service, and coordination services as of March 31, 2015. Nitro
monthly fee is $2.00 per customer per month for customers up to 5,000 customers. This
fee includes postage and materials for billing each customer. These fees are directly
assigned to Hillcrest water and sewer.

Rate Case Expense / Regulatory Commission Expense (PSC and DNR)

Staff included the actual costs incurred by Hillcrest for rate case expense as of
October 31, 2015, directly relating to these cases (Case No. WR-2016-0064 and SR-
2016-0065). Staff’s rate case expense adjustment is based upon all costs associated with
filing and bringing this case before the Commission, such as outside consulting fees and
employee travel expenditures. The ultimate amount of rate case expense incurred by the
Company in this proceeding will be directly associated with the length of the case up
through the settlement conference and hearing process, if applicable. Staff will continue
to update these costs throughout the course of the case. Staff is proposing to normalize
this cost over a two-year (2-year) period. The normalized amount of rate case expense
included in Staff’s revenue requirement for water and sewer is $514.

In addition to rate case expense, Staff has included an annualized amount for the
Company’s PSC assessment expense that was issued for fiscal year 2016. Staff also
included an annualized amount for DNR fees.

Property Tax

Property taxes are those taxes assessed by state and local county taxing authorities
on a utility’s “real property” as of January 1% of each year. On the first of each year,



utilities are required to file with the taxing authorities a valuation of their utility property
owned as of the January 1 assessment date. Property tax bills are issued to the utilities
with “due dates” of December 31 of the same year.

Since CSWR has not owned Hillcrest for a full year and has made improvements
that have not been assessed on taxes, the taxes for this case are based on the minimum
assessed value (96.25% x 33.33%). Staff requested from the Company an updated
property tax receipt; however, this information has not been received as of this date from
the Company.

Additional Adjustments

Staff has reflected additional adjustments in its cost of service to annualize
amounts related to: 1) Customer Account Expense; 2) Outside Services Employed; 3)
Rents; and 4) Amortization of a portion of prior Contributions in Aid of Construction
(CIAC).

Staff also excluded from the cost of service amounts relating to: 1) invoices that
did not match the General Ledger; 2) non-reoccurring expenses; and 9) depreciation
expense on CIAC.

Audit Staff Recommendations for Hillcrest Company:

1) The Acquisition case for Hillcrest was completed in March 2015 and the former Brandco
Water and Sewer tariff rate was adopted by Hillcrest in April 2015. Therefore, Staff
generally had to rely on less than twelve months of actual revenue and expense information
to determine the cost of service for Hillcrest water and sewer operations in the current case.
Normally, Staff would be able to review a full twelve months of financial data for purposes
of developing a cost of service for a utility. Therefore, Staff recommends the Commission
approve its disposition agreement with the Company to file another rate case or Staff shall
initiate a rate review in 12-18 months in order to develop a more normal cost of service based
on additional actual revenue and expense information beyond what was available in this
proceeding. At that point in time, the Company will be operating under ownership of CSWR
for approximately one and half to two years and Staff will be able to identify any
variances between a cost of service based on a full test year and the one developed in
this case. This recommendation should be completed within one year of any
Commission order issued in this Case No. WR-2016-0064.

2) Timesheets must be utilized for all employees to record work assignments and the time
associated with each work assignment, function, and for each system. Time records assist
in tracking the amount of time employees spend working on each water and sewer
system, and aids in the development of corporate allocations. Timesheet information
should be maintained in sufficient detail to capture the amount of time each employee
spends on regulated utility operation/maintenance activities, as opposed to construction



activities. Timesheets should also be used to track time by employee on non-regulated
and merger and acquisition related activities. This recommendation should be
completed within ninety (90) days of any Commission order issued in this
Case No. WR-2016-0064.

3) CSWR needs to continue to update its books and records to conform to the National
Association Regulatory Utility Commission (NARUC) Uniform System of Accounts
(USOA). This recommendation should be completed within one hundred and
eighty (180) days of any Commission order issued in this Case No. WR-2016-
0064.

4) CSWR needs to develop Continuing Property Records (CPR) for all assets for its water
and sewer systems. This recommendation should be completed within one
hundred and eighty (180) days of any Commission order issued in this Case
No. WR-2016-0064.

5) CSWR will develop a list of duties and responsibilities for the certified operator
and maintain records of the number of hours worked with a description of the
functions performed by the operator. This recommendation should be completed
within one hundred and eighty (180) days of any Commission order issued in
this Case No. WR-2016-0064.



Disposition Agreement Attachment J

Summary of Case Events



Hillcrest Utility Operating Company, Inc.
Case #SR-2016-0065
Summary of Case Events

Date Filed: September 15, 2015

Day 150: February 16, 2016

Extension? Yes (2x)

If yes, why? First Extension: Staff requested extension of 10

days, in order for Staff and Company to meet/discuss each parties’ positions prior to filing a
partial or complete disposition agreement.

Second Extension: Staff requested an additional
Extension in filing of an executed disposition agreement of xx days, in order to accommodate the
local public hearing date and to further negotiate with the Company.

Amount Requested: $216,663
Amount Agreed Upon: $167,263
Item(s) Driving Rate Increase: Significant increases in utility plant investment;

increases in operation and maintenance expenses; increases in the Commission’s annual utility
assessments; increases in the Department of Natural Resources’ annual water primacy permit
fees; changes in the number and type of customers served; increases in taxes; and an increase of
management associated with running a professional water company.

Number of Customers: 240

Return on Equity: Staff’s ROE is 12.88%, but this issue is in
disagreement and will be determined by the Commission in a hearing.

Assessment Current: Yes
Annual Reports Filed: Yes

Other Open Cases before Commission:  Yes

Status with Secretary of State: Good Standing
DNR Violations: Currently in Compliance

Significant Service/Quality Issues: None
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