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REBUTTAL TESTIMONY OF

BRET G. PRENGER

TIMBER CREEKSEWERCOMPANY

FILE NO. SR-2010-0320

Q.

	

Please state your name and business address.

A.

	

Bret G. Prenger, Fletcher Daniels State Office Building, 615 East 13th Street,

Kansas City, Missouri 64106.

Q.

	

Bywhom are you employed and in what capacity?

A.

	

I am a Regulatory Auditor with the Missouri Public Service Commission

(Commission) .

Q.

	

Are you the same Bret G. Prenger that filed Direct Testimony in

File No. SR-2010-0320?

A.

	

Yes. I provided Direct Testimony in this case, File No. SR-2010-0320 .

Q.

	

What is the purpose of your rebuttal testimony in this proceeding?

A.

	

Thepurpose of my rebuttal testimony is to respond to the direct testimony of

Derek Sherry in regard to Timber Creek Sewer Company's (Timber Creek or Company)

payroll/compensation.

	

Company and Staff of the Missouri Public Service Commission

(Staff) disagree on the amount of total payroll including overtime to be included in this case .

I will discuss why Staff believes it has included a sufficient and proper amount of payroll in

the revenue requirement calculation for Timber Creek.

PAYROLL

Q.

	

On page 5 lines 8 through 11 of Derek Sherry's Direct Testimony he states

that "The Company believes that the accumulated salaries for Timber Creek's personnel are

- Page 1 -
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below market salary levels for similar positions in the Kansas City region and the salaries

should be increased." Does Staff believe the salaries for Timber Creek personnel are below

market level?

A.

	

No.

	

Staff believes that Timber Creek salaries are sufficient, just and

reasonable . Further, this is evident when compared to other small utilities other payroll

compensation for similar positions in the Kansas City region .

Q.

	

What level ofpayroll has Staffincluded in its case?

A.

	

Timber Creek has four employees-a General Manager, an Office Manager,

an Operations Manager (Plant Operator) and a Plant and Collection Systems Operator

(Systems Operator or Assistant Operator) . Staff has included a total payroll of $238,441 plus

overtime of $7,000 resulting in a total of $245,441 .

	

To this amount, Staff also included

payroll taxes. The break out of each individual is shown on Schedule 1 .

Q.

	

DidStaff include a payroll increase for each employee?

A.

	

Yes.

	

Staff included a 3% payroll increase for each of Timber Creek's

employees . Staff included an additional 3% increase for the General Manager's position-a

6% total increase for that position . These payroll increases are reflected in the amount

identified in Staffs revenue requirement calculation and the amount shown later in my

rebuttal testimony .

Q.

	

Howdid Staff determine the payroll amounts included in this case?

A.

	

First, Staff identified the existing level of compensation for each Timber

Creek employee and the amount paid to each of those employees since the Company's last

rate case in 2007 looking at the reasonableness of the payroll increases granted during this

time period . Staff compared the pay levels using a pay survey called the

- Page 2 -
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Missouri Economic Research and Information Center (MERIC).

	

A comparison was also

made for each Timber Creek employee's pay to recent rate cases evaluated by Staff. The

analysis of salaries also includes a recent rate case which Staff determined payroll for a

combination water and sewer utility. Finally, in discussions with the Company, Staff looked

at the cost of living adjustments (COLA) that the federal government authorizes for social

security .

	

Timber Creek relied on this information in discussions with Staff regarding the

payroll increases. Over the last two years-2009 and 2010-- there was no COLA

increase granted.

Q.

	

Has Staff done research to ensure that the salaries currently included for

Timber Creek are just and reasonable?

A.

	

Yes.

	

Staff has researched multiple salary databases and various utility

companies in the Kansas City region. In addition to the MERIC survey, Staff reviewed the

salaries of comparable job positions of three local wastewater utilities : Platte County

Regional Sewer District (Platte County), Johnson County Wastewater (Johnson County) and

Wyandotte County Wastewater-Unified Government Wastewater Treatment Plants

(Wyandotte County), (Collectively referred to as Regional Utilities) . Expenses, specifically

payroll, are reviewed in every rate case brought before the Commission . In addition, Staff

relied on its experience with another small combination water and sewer company, where

Staff witness Prenger reviewed payroll as a comparison of the salaries for Timber Creek.

Q.

	

Are the Regional Utilities Staff researched the same Mr. Sherry included in

his direct testimony?

A.

	

Yes, Mr. Sherry attached a salary comparison for job positions of similar

classifications to Timber Creek in its Direct Testimony, Schedule DS-2,Tables 4 through 7.

- Page 3 -
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Q.

	

On page 7 of Mr. Sherry's Direct Testimony he references Staffs

August 2, 2010 Memorandum on the subject of payroll, which is attached as Schedule DS-3

of his testimony. Did you author this memorandum?

A.

	

Yes, along with Staff witness V. William (Bill) Harris . This memorandum

represents the audit findings and report regarding the recommendations for the revenue

requirement calculation based on revenue, expenses and investment of Timber Creek through

June 30, 2010 .

Q.

	

Howdid Timber Creek reference the August 2, 2010 Memorandum?

A.

	

Mr. Sherry identified a section of Staffs August 2, 2010 Memorandum

wherein Staff states "the salary levels paid to Timber Creek employees are conservatively

priced in relationship to salaries paid for other similar positions for other entities ."

Q.

	

What was the reason Staff believed Timber Creek salaries were

"conservatively price" compared to other salary levels for other companies?

A.

	

Staff included in its direct testimony salaries according to the MERIC survey .

As noted above, the MERIC survey was but one item used as basis to support the salary

levels Staff did in its initial recommendation .

	

As further noted, after discussion with the

Company, Staff revised its recommendation on two of the four Timber Creek positions-the

General Manager and the Systems Operator. Staff included an additional 3% increase, over

the initial 3% recommendation, for the General Manager and included overtime for the

Systems Operator position .

Mr . Sherry highlights in his Direct Testimony that the General Manager Position's

median salary is $94,529. However, Mr. Sherry fails to point out that this research is not

specific to the utility industry ; it is the result only of a general search for General Manager's

- Page 4 -
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positions throughout the Kansas City region .

	

A better representation of the appropriate

salary level for Timber Creek's General Manager position is a comparison to a recent rate

case and also acomparison to the three utility companies in the area Staffhas researched.

Q.

	

Mr. Sherry identifies at page 9 of his Direct Testimony a concern that his

salary as General Manager is lower than the Operations Manager.

	

Does Staff agree with

Mr. Sherry's assessment of this situation?

A.

	

Yes. This is one ofthe reasons Staff included an additional 3% increase in the

General Manager's salary . What Mr. Sherry's Direct Testimony fails to address is the fact

the Operations Manager salary is currently higher than the market. While Staff would agree

the General Manager's job duties include more responsibilities for the overall operations of

the Company, Staff does not believe it is appropriate to solve this problem in one rate case,

particularly in light of the salary level ofthe Operations Manager.

Also, it is noteworthy that the Operations Manager must obtain and maintain a

Class A operator's license. The General Manager's position does not have any such

requirements . It is the requirement the Missouri Department of Natural Resources (DNR) to

have a licensed operator to oversee the operations of a sewer company the size of

Timber Creek. With this requirement, the General Manager does not possess the necessary

credentials to operate Timber Creek. Considering the requirement to have this level of

certification along with the overall responsibility to maintain Timber Creek's operations in a

safe and reliable manner, it was reasonable that the Operations Manager should be paid more

than the General Manager for the foreseeable future .

Q.

	

Does Staff support narrowing the salary gap between the Operations Manager

and General Manager?

- Page 5 -
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A.

	

Yes, over a period of time .

	

However, Staff does not support moving the

General Manager's salary level to the amount Timber Creek appears to be supporting in this

case-the upper $94,000 level . Staff believes this is far too high a salary for a company the

size of Timber Creek.

	

As an example, the existing and Staff proposed salary of the

General Manager, on a per customer basis, is higher when compared to the utilities relied on

by Mr. Sherry (referenced in his direct testimony) and other small utilities . The

General Manager's salary is currently $72,450, or $47.48 per customer (based on 1,526

customers) compared with Staffs proposed salary is $76,862, or $50.37 per customer.

Timber Creek's proposal is $94,529, or $61 .95 per customer.

Q .

	

What level ofsalary does Staff support for the General Manager?

A.

	

As stated previously, Staff supports an overall 6% salary increase for this

position while supporting a 3% increase for the other three positions . The information Staff

has reviewed and the knowledge Staff has relating to other small utility operations supports

this level of salary for the General Manager's position .

Q.

	

Does Staff have payroll amounts for the aforementioned utility companies?

A.

	

Yes. Staff has the Annual Reports, customer number, employee number, and

payroll scale for positions similar to that of Timber Creek. All the information necessary to

do a comparison of Timber Creek Sewer to Johnson County Wastewater, Wyandotte County

Wastewater, and Platte County Regional was obtained and reviewed . Attached as Schedules

2, 3, and 4 are summaries of these utility operations .

Q.

	

Please provide a brief summary of the findings regarding research into the

other Kansas City Regional sewer utilities.
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A. For comparison purposes Staff would like to provide general information

regarding Timber Creek and its operations . As mentioned above, Timber Creek currently

employs four (4) full time employees (the job positions are General Manager,

Operations Manager, Plant and Collection Systems Operator and Office Manager).

	

These

employees are responsible for sewer service to roughly 1,526 customers in the Platte County

region . The full time positions are compensated as follows :

The Johnson County Wastewater system is responsible for servicing over 133,000

customers, and a city population of over 400,000.

	

Currently, Johnson County employs

approximately 218 individuals.

	

The pay scale for job positions at Johnson County with

similar duties to positions at Timber Creek are:

Continued on next page . . .

- Page 7 -

Timber Creek
Job Title Current Salary Staff Proposed Salary
General Manager: $72,450 $76,862
Office Manager: $40,349 $41,559
Operations/Plant Manager: $78,660 $81,020
Systems Operator : $40,980 $46,000 ($39,000 plus $7,000)
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Johnson County Wastewater

As demonstrated above, Johnson County is not a valid comparison for Timber Creek

since it provides service to over 131,000 more customers and employs over 214 individuals

a much larger operation than Timber Creek. Comparably, the salaries for Timber Creek

employees are quite close to a utility immensely bigger and more complex .

Q.

	

Would Staff provide the information for Wyandotte County and Platte County

Regional Sewer District?

A.

	

Wyandotte County currently employs 100 individuals and services over

43,000 sewer customers . Thepay range for Wyandotte County is:

Job Title Johnson Salary per Timber Creek Salary per
County customer Staff Proposed customer

Salary
133,000 1,526

Customers Customers
218 4

Employees Employees

General Manager $101,204 $0.76 $76,862 $50.37 per
To to $1 .10 customer

$146,184 Per Company Company
Customer Proposed Proposed

$94,529 $61 .95 per
Customer

Office Manager $32,042 to $41,559
46,283

Operations/Plant $53,910 to $81,020
Manager $87,870
Assistant $40,685 to $46,000 ($39,000
Operator $58,787

I
plus $7,000
overtime)
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1

	

I Wyandotte County Wastewater-Unified Government Wastewater Treatment Plants

2

	

Wyandotte County is also not a valid comparison for Timber Creek, as the size of the

3

	

entities and responsibilities are vastly different.

	

A system of much larger size and more

4

	

customers will require much greater and increased responsibilities .

5

	

Mr. Sherry's local competition, Platte County Regional, is probably the most similar

6

	

utility in terms of size and customers, although again Timber Creek is approximately half the

7

	

size. Platte County Regional Sewer District services 3,200 customers and employs

8

	

10 people, over twice as many as Timber Creek in both categories . The pay ranges for Platte

9

	

County are very similar to what Timber Creek currently pays . However, Timber Creek pays

10

	

its employees more in everyjob category despite being one-half the size of Platte County .

- Page 9 -

Job Title Wyandotte Salary Timber Creek Salary per
County per StaffProposed customer

customer Salary
43,000 Customers 1,526 Customers
100 Employees 4 Employees

General Manager $61,401 to $1 .43 to $76,862 $50.37 per
$103,812 $2.41 per customer

customer Company
Company Proposed
Proposed $61 .95
$94,529 per

Customer

Office Manager $40,082 $41,559
annualized

($19.27 per hour
based on 2080

hours)

Operations/Plant $54,142 to $81,020
Manager $88,254
Assistant $55,682 $46,000 ($39,000
Operator annualized plus $7,000

($26.77 per hour overtime)
based on 2080

hours
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Platte County Regional Sewer District

Q.

	

Does Staff know of any other sewer utilities that have recently filed rate cases

to support similar payroll compensation to that included in this case?

A.

	

Yes. Lake Region Water and Sewer Company (Lake Region) recently

completed a formal rate case proceeding, Case Nos. WR-2010-0111 and SR-2010-0110 .

Q.

	

Howmany employees does Lake Region employ?

A.

	

Lake Region and another regulated entity, Ozark Shores Water Company

(Ozark Shores), on a contract basis, utilize the services of Camden County Public Water

Supply District No . 4 (Supply District) . These three entities provide service in the Lake

Ozark, Missouri region and are collectively referred to hereafter as the Water District . The

Water District currently employs 10 full time staff to serve all three entities . In contrast,

Timber Creek has four (4) full time employees responsible for operating only one entity,

roughly the size of Lake Region alone.

	

The Water District provides both water and

-Page 1 0 -

Job Title Platte County Salary Timber Creek Salary per
per Staff Proposed customer

customer Salary
3,200 1,526 Customers

Customers 4 Employees
10 Employees

General Manager $74,500 $23 .28 $76,862 $50.37 per
per customer

customer Company Company
Proposed Proposed
$94,529 $61 .95

per
Customer

Office Manager $40,017 $41,559
Operations/Plant $55,798 $81,020
Manager
Assistant Operator $44,048 $46,000 ($39,000

plus $7,000
overtime
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wastewater treatment services to customers in and around the Lake Ozark, Missouri area.

The Supply District is responsible for employing the 10 employees mentioned earlier, and

those employees provide services for the Supply District, and on a contract basis to

Lake Region and Ozark Shores, the two regulated utilities serving in the area .

Q.

	

Does the Water District employ aGeneral Manager?

A.

	

Yes. The General Manager is responsible for oversight of all three utilities in

the area . This position is compensated $80,614 (base salary) to oversee the operations of the

three entities . From this $80,614, an equally allocated amount of payroll is made to each of

the three entities .

	

Comparing his total salary to the total customers (3,561) of the three

Water District entities results in $22.64 per customer ($80,614 divided by 3,561 customers).

Q. Are there other positions similar between the Water District and

Timber Creek?

A.

	

Yes. The Water District has similar job positions, which in turn get allocated

to the Lake Region entity . Both Timber Creek and the Water District have

Plant Manager/Operators, Assistant Operators, and Office Managers. Staff compared the

Water District compensation paid for comparable job positions of Timber Creek as an

additional analysis to support its salary recommendation for Timber Creek.

In making a comparison of the Water District and Timber Creek salaries, Staff found

significant difference between the two . For example, the Operations Manager for

Timber Creek would earn approximately $81,000 (base salary) based on Staffs proposed

level; while the Water District's similar position is between $55,000-$59,000 (including

payroll benefits, taxes, and overtime) . Remember, the Water District employees allocate
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time to the three entities so Lake Region gets only a portion of the Plant Managers salary

costs.

Another example of the salary differences between Timber Creek and the

Water District is the Assistant Operator position . The Water District pays a range for this

position of $32,992-$40,421 (including payroll benefits, taxes, and overtime) while

Timber Creek pays a Staff proposed salary of $39,000 (base salary) with $7,000 in overtime

for a total of $46,000 for its Assistant System Operator.

Finally, the position of Office Manager can be compared between the two entities .

The Water District Office Manager is compensated between $39,833-$50,851

(including payroll taxes, benefits, and overtime) while at Timber Creek this position is paid a

Staffproposed salary of $41,559 (base salary) .

Q.

	

Is Staff suggesting Mr. Sherry earn the General Manager's Water District's

allocated salary?

A.

	

No. Staff believes the $76,862 amount proposed for the Timber

General Manager is reasonable compared to the amount of paid for the Water District's

General Manager. The Water Districts General Manager earns $80,614 base salary, which in

turn is allocated between 3 entities, including Lake Region . Instead of each of these three

entities having a separate work force and three separate general managers, there is one work

groupwho provide services to all three systems.

Q.

	

Howdoes Lake Region compare to Timber Creek?

A.

	

First, Timber Creek and Lake Region are utilities of "similar size".

Lake Region generated roughly $675,000 dollars in annual revenues which is very similar to

the revenues generated by Timber Creek. Both utilities service around 1,500 customers . The

- Page 1 2 -



1

	

combined three entities operated by the Water District personnel require far greater

2

	

operations than that of Timber Creek .

	

The Water District staff has far greater work

3

	

responsibilities providing combination water and sewer services to those three entities in the

4

	

Lake region, with the Lake Region system has 645 water and 768 sewer customers (total of

5

	

1,413), Ozark Shores has 1,852 water customers and Water District has 179 water and

6

	

117 sewer customers with a total of the three entities of 3,561 customers.

7

	

Q.

	

Please summarize the comparison of Lake Region with Timber Creek .

8

	

A.

	

The following table provides a summary of the two companies :

9

	

Lake Region Water & Sewer Company

Rebuttal Testimony of
Bret G. Prenger
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Job Title Lake Region Salary per Water Timber Creek Salary per
customer District Three Staff Proposed customer

Entities Salary
1,413 Customers 3,561 1,526 Customers

10 Employees (for all Customers 4 Employees
three entities) 10 Employees

total
General $26,871 (Base Salary $19.02 per $80,614 or $76,862 $50.37 per
Manager allocated share to Lake customer $22.64 per customer

Region) $33,802, Customer
including benefits) Company

-~
II'

Proposed
I

$61 .95 per
Customer

Office Manager $11,033-$11,755 (Base $41,559
Salary) $15,255-
$15,535 (including

benefits and Overtime)
*allocated to Lake

Region
Operations/ $7,330-$42,162 (Base $81,020
Plant Manager Salary) $10,625-

$53,413 (Including
Benefits and Overtime)

*allocated share to
Lake Region

Assistant $3,967-$26,134 (Base $46,000 ($39,000
Operator Salary) $5,267-$32,172 plus $7,000

(Including Benefits and overtime)
Overtime) *allocated to

Lake Region
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Q.

	

How much do Timber Creek customer's pay on an individual basis for the

General Manager's salary?

A.

	

Company's existing General Manager salary of $72,450 per customer is

$47.48.

	

Staffs proposed General Manager salary of $76,862 per customer is $50.37.

Company's proposed General Manager salary of $94,529 per customer is $61 .95.

Q.

	

On page 7, line 23 of Mr. Sherry's Direct Testimony, he states "A 3%

cost-of-living increase over current salaries" was included in Staffs case . Is that an

accurate statement?

A.

	

No, it is not. Staff has proposed to include a minimum of 3% per employee,

with a higher increase granted for two positions (General Manager and Systems Operator) .

These two positions have been provided greater compensation than the 3% level. The

General Manager was allotted an additional 3% increase over the 3% level initially proposed

by Staff-thus a total of 6% is being proposed for this position . Staff has included an

overtime amount determined by the Company for the Systems Operator position . This

position was allowed a base pay of $39,000 plus $7,000 of overtime for a total of $46,000,

approximately a 12% raise over existing pay for that position . (The proposed $46,000

including overtime divided by the existing salary $40,980) .

Q.

	

Mr. Sherry states at page 9 of his Direct Testimony he has anotherjob offer at

greater salary than what he is currently making at Timber Creek.

	

Does Staff believe this

should influence the level of compensation included in the salary structure of this case?

A.

	

No. Regardless of any pending job offers for the current General Manager,

Staff has proposed a just and reasonable amount for the compensation of Timber Creek's

General Manager position . Staffs knowledge of pay for this position at Lake Region, review

- Page 1 4 -
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of salary survey analysis, as well as compensation paid by other entities in and around the

Kansas City region supports this position . The amount of money included in rates for the

General Manager's compensation should be strictly based on the facts of this case and only

on supportable information dealing with the salary levels relating to comparable size

companies and comparable job duties . Timber Creek's payroll should be determined by

thoughtful analysis for all its positions based on information that can be analyzed by all

parties and not a claim that there are "greener pastures" awaiting those who seek it. It is

important to properly determine all salaries including the General Manager's for the

particular circumstances of the sewer operations of Timber Creek. The General Manager's

salary should be determined by the size of the operations including number of customers

served, the complexity of the operations and the number of employees responsible for

providing oversight .

Q.

	

DidMr. Sherry identify what position he was being offered?

A.

	

No . No information other than the statements made at page 9 of his direct

testimony was identified. Neither the type of position, location ofthe position nor the type of

entity involved were identified. Consequently, no comparison of the current salary paid the

General Manager to the undisclosed potential job offer can be made.

	

Nor would it be

appropriate to do so . Staff is making its recommendation for Timber Creek's operations and

the job duties of its General Manager-not some other type ofjob. Staff has compared the

Company's size and nature of its operations to other entities and concluded the

General Manager's position is properly compensated considering the pay increase being

recommended in this case . Staff is supportive of moving the General Manager's pay higher

over time and believes it has made the steps necessary to meet this goal in this case . As such,

- Page 1 5 -
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Staff believes the salary recommendation it has made for not only the General Manager's

position but the other three positions is sufficient at this time .

Q.

	

Does Staff still support the level of salary proposed for the General Manager's

position even though Mr. Sherry claims he has an outstanding offer to leave?

A.

	

Yes. Regardless of any potential job offer to the General Manager, Staff

continues to believe that a salary in the mid $76,862 level is sufficient for this position

considering the size andjob responsibilities for a company the size ofTimber Creek.

OVERTIME

Q.

	

Did Staff include overtime in Lake Region's rate case?

A.

	

Yes. Overtime was included for Lake Region. Please see the table above

(page 17) to summarize payroll including benefits and overtime allocated to Lake Region .

Q.

	

Did Staff include an amount for any Timber Creek employee to receive

overtime compensation?

Staff has included $7,000 dollars for the overtime of theA. Yes.

Systems Operator .

Q.

	

Howwas this amount determined?

A.

	

Timber Creek provided an estimate of the amount of overtime it would have

had to pay the Systems Operator if overtime were paid in 2009 . It is important to understand

that Timber Creek had a policy not to pay overtime . As such, no overtime was paid to any

employee in 2009 or any year prior.

	

Staff used the Company's overtime estimate and

with Company to include payroll costs for this case .

	

Staff adjusted the

Systems Operator's base pay to account for the addition of overtime pay.

	

As such, this

position's base pay was reduced to $39,000 from the existing level of $40,980

discussion

- Page 16 -



Rebuttal Testimony of
Bret G . Prenger

(The $39,000 base salary is still comparable to the Lake Region and MERIC analysis) .

Overtime of $7,000 was added to the base pay resulting in a total payroll of $46,000 for

this position.

Q.

based on review of the job duties of this position and based on discussions with the

Company, Staff does not believe this is appropriate. Comparisons made to other entities and

the salary surveys indicate the amount of costs Staff has included for the Office Manager's

position is the proper level.

Q. How did Staff determine overtime should not be paid for the

Office Manager's position?

Does Timber Creek want overtime for any other employee?

Yes. The Company requests overtime pay for the Office Manager. However,

A.

	

Timber Creek asks this question in a data request submitted to Staff. Attached

to my Rebuttal Testimony as Schedule 5 is Staffs response to this data request. Staff's

analysis for not allowing overtime for the Office Manager was based on the following

information, as provided in response to the Company's Data Request 1 :

1 .

	

Review of Company provided employee job descriptions, including the
Office Manager;

2.

	

Discussions with Company personnel, specifically the General Manager,
regarding each Timber Creek employee and their related job duties and
responsibilities ;

3.

	

Observation of the employee's daily duties through on-site visits ;

4.

	

Review of an opinion letter from Costello, Davey & Fern, LLC provided by
the Company regarding the nature of employee work activities and need of
Timber Creek to pay over time ;

5.

	

Staff's review/examination of salary surveys specific to each individual job
description (consistent with the job duties of each individual Timber Creek
job position and specific job responsibilities);

-Page 1 7 -
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3
4
5

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

29

30

31

32

33

34

35

Rebuttal Testimony of
Bret G. Prenger

6.

	

Staff's knowledge and experience regarding the area of salaries, wages and
benefits for small water and sewer companies. Specifically, information
conceming salaries, wages and benefits paid at several water and sewer
companies of various size, locations and combinations of water only, sewer
only and water and sewer only ;

7.

	

Discussion with the Company on September 28, 2010 teleconference, where
the General Manager Mr. Sherry indicated Timber Creek's decision to pay
overtime only to the Assistant Plant Operator . The Company did not inform
Staff of any decision or intention to classify the Office Manager as an hourly
employee subject to overtime. Consequently, Staff included a reasonable
salary for the Office Manager. Mr. Sherry indicated that, regardless of the
outcome of the rate case, Timber Creek made the decision to pay the Assistant
Plant Operator overtime going forward. Staff understood this discussion with
Timber Creek identified the Company's decision to pay overtime to only one
of its employees, the Assistant Plant Operator, and not the Office Manager.
After being advised of Timber Creek's overtime decision, as discussed during
the September 28, 2010 teleconference Staff indicated it would include the
estimated overtime of the Assistant Plant Operator, but would adjust the base
salary to the level identified on the salary survey used by Staff to be consistent
with job duties of an employee who is entitled to overtime pay. Staff stated it
would include the Assistant Plant Operator base salary at $39,000 plus the
$7,000 of overtime Timber Creek identified it would have been obligated to
pay the Assistant Plant Operator for worked performed in 2009 had the
Company paid overtime to that position .

	

Staff stated, during the September
28, 2010 meeting, that it would not include overtime for the Office Manager
position and would leave the recommendation of that salary at the level
previously included in the case .

Q.

	

Did Mr. Sherry make it clear Timber Creek intended to pay overtime to the

Systems Operator's position?

A.

	

Yes.

	

During the discussion of September 28 'h Mr. Sherry stated more than

once of the Company's decision to pay overtime for this position .

	

Equally clear was the

absence of discussion surrounding the overtime question for the Office Manager. While

Staff indicated its intention to include an amount of overtime for the Systems Operator's

position there was no such discussion to include overtime for the Office Manager.

Q.

	

Is paying cash for overtime the only way overtime is compensated?
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Rebuttal Testimony of
Bret G. Prenger

A .

	

No. Timber Creek could provide time off for compensation of overtime . In

fact, the Commission provides overtime to certain eligible employees in this fashion .

Timber Creek could provide an hour of compensation time for every hour of overtime

worked by the employee, similar to how the Commission reimburses its employees .

Q.

	

Is this a common approach?

A.

	

Yes it is . The state of Missouri for example allows overtime payment by

awarding compensatory time, not monetary overtime to eligible employees .

Q.

	

Would Staff support such treatment in this case?

A. Yes.

Q.

	

Ifovertime was to be included for the Office Manager's position in this case,

would a reduction in base pay be warranted?

A.

	

Yes. Just as Staff reduced the base pay of the Systems Operator's position for

payment of overtime, it would be necessary to reduce the Office Manager's base pay. Staff

supports the level for this position of $41,559 based on a 3% increase over existing pay.

However, there are other entities that pay this position considerably less . Staff would support

reducing the base pay to a level more in line with the other entities-somewhere in the

mid-$30,000 level. The Company identified an amount of overtime for the Office Manager

had it been paid in 2009 of over $3,000 . Considering Timber Creek's size, a $35,000 to

$38,000 salary amount for an Office Manager with job duties in line of that position that

would command overtime would be in order.

Q.

	

Is Staff changing its position that the Office Manager's position should

get overtime?
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Rebuttal Testimony of
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A.

	

No.

	

Staff continues to believe based on the job duties expressed by Mr.

Sherry and the job description of this position-identified on page I1 in my Direct

Testimony-the payment ofovertime is not necessary, nor appropriate.

TIME REPORTING

Q.

	

Does Staff believe there is a relationship to the requirement of time reporting

and the payment of overtime?

A.

	

No . The payment of overtime is strictly based on the job activities and scope

of the position-time reporting is a separate issue.

	

Staff continues to support the time

reporting recommendation it made in the August 2, 2010 Memorandum stating the following:

Q.

The Auditing Staff recommends Timber Creek Sewer Company keep a
detailed time log, identifying the amount time each employee spends
working on activities strictly related to the regulated sewer utility
company. This recommendation would aid Staff in future payroll
analysis and discussions.
[source: page 7, item 1 of the August 2, 2010 Memorandum]

At page 10 of his Direct Testimony, Mr. Sherry addresses the need to pay

overtime to its employees "if Timber Creek is required to adopt time records . . ." Would all

employees have to be paid overtime?

A.

	

No. Certainly, Mr. Sherry's General Manager's position would not qualify for

overtime nor would the Operations Manager's position . Staff is including an amount of

overtime compensation for only one Timber Creek position, Plant and Collection

Systems Operator .

Q.

	

Whyis time reporting critical to small companies?

A.

	

The Commission has required time reporting of large and small companies

under its jurisdiction to ensure that proper time is spent on appropriate activities . This was

important for larger companies who engaged in non-regulated activities . It is equally, if not
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1

	

more critical, for smaller companies to time report to ensure that the proper amount of time

2

	

is being spent to operate these companies and that non-utility functions are not being charged

3

	

back to the regulated utility. Also, it is important to ensure that all full time employees are

4

	

working full time only on the utility operations . Small companies many times have

5

	

employees working on a variety of activities such as real estate and development companies,

6

	

construction company operations, as well as many other similar type functions.

	

Staff has

7

	

seen small company utility operators work on non-utility activities ranging from owning and

8

	

operating a car wash to having a horse farm . Time reporting is essential when employees

9

	

have outside activities that could be part of the utility operations or overlap in the daily

10

	

activities of the individual employee's job duties . Time reporting must be part of the daily

I1

	

activities of all the employees to satisfy the regulatory requirements that those working on

12

	

utility operations are properly charging time .

13

	

Q.

	

Is another Staff member addressing time reporting?

14

	

A.

	

Yes. Staff witness Nila Hagemeyer is also addressing this issue in her direct

15

	

and rebuttal testimony .

16

	

Q.

	

Does this conclude your rebuttal testimony?

17 A. Yes.

- Page 21 -



BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of the Application of )
Timber Creek Sewer Company Request for a

	

)

	

Case No . SR-2010-0320
Rate Increase.

	

)

STATE OF MISSOURI

	

)
ss.

COUNTY OF COLE

	

)

D . SUZIE MANKIN
Notary Public - Notary Seal

State of Missouri
Commissioned for Cole CountyMy Commission Expires: December 08, 2012
Commission Number : 08412071

AFFIDAVIT OF BRET G. PRENGER

Bret G. Prenger, of lawful age, on his oath states : that he has participated in the preparation
of the foregoing Rebuttal Testimony in question and answer form, consisting of <ZL- pages to
be presented in the above case ; that the answers in the foregoing Rebuttal Testimony were given
by him; that he has knowledge of the matters set forth in such answers ; and that such matters are
true and correct to the best ofhis knowledge and belief.

Bret G. Prenger

Subscribed and sworn to before me this

	

r-2/

	

day of

Ngtary Public



Timber Creek Schedule I

The history ofthe payroll amounts included in Case No. SR-2010-0320 from inception :

-

	

Total Annualized Base Salary Payroll : $238,441
-

	

Total Overtime Included : $7,000
-

	

Total Timber Creek Compensation : $245,441

SCHEDULE1

Position Starting Salary May 10, 2010 Payroll Changes Final Amount
Filing (3% COLA) Made September Included in Staff's

28, 2010 EMS filed with
November 23
Direct Testimony

General Manager $72,450 $74,624 Additional 3% was $76,862
added for General
Manager based on
discussions with
Company on
September 28,
2010 . Increasing
this position to

$76,862
Plant Operator $78,660 $81,020 $81,020

Assistant Plant $40,980 $42,210 $39,000 base plus $46,000
Operator $7,000 overtime

discussed with
Company on
September 28,

2010
Office Manager $40,349 $41,55 5$41,559



State of Kansas

County of Johnson

I certify that this is a true and correct copy of Johnson County Wastewater's 2009
Annual Report found on our website at www.icw,org and is now in the possession of the
Missouri Public Service Commission .

Dated: /a

	

o

My Commission Expires:

KIMBERLY SUEWASKO
IFMO Notary Pak - State of Kansas
My Appt. Expires

	

/A

COMMissir?
FUi3UC S!Erivit
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wilt i la t IJV aa 0 o
ohnson County Wastewater (JCW) is responsible for the safe collection, transportation, and treatment
ofwastewatergenerated by residential, industrial, and commercial customers.

Two basic tenets are thefoundation ofXWs work :

Statemem
Protecting our environment

Serving ourcustomers

Enhancing our communities

etii?Jlt
Johnson County Wastewater seeksto be locally respected and nationally recognized for leadership

and excellence in:

Water quality

to Customerservice andstakeholdersatisfaction
r Responsible and sustainable use of resources

1k Natural
;t Human
~~ i;nonciol

We pride ourselves on maintaining a positive work environment that.

Providestraining and education .

V Empowers employee productivity, innovation, and transfer of knowledge
:"-. Emphasizes safe work habits and practices.



quagpiage
hile the department's treatment plants and pump stations

are visible in area neighborhoods, a large infrastructure runs
underground throughout the neighborhoods as well, providing
service to more than 90,000 properties and approximately

440,000 people.
JCW's customer base of slightly more than 133,000 is:

Single Family= 110,952 (83396)
Multi-Family= 16,322 (12 .296)

Non-Residential- 6,027 (4 .596)
Total =133,301 (asof12/31/2009)

1CWannually processes an average of23 billion gallons ofwastewater -
equivalentto filling the Sprint Center 110 times.
The wastewater system covers a service area of more than 158 square miles

and 2,181 miles of active sewer line . That mileage is rougfly equivalent to the
distance, roundtrip, between Kansas City and Washington, DC.
JCWoperates and maintains six major treatment plants and one small lagoon

facility; 30 stand alone pump stations, two combined pumpand remote wet
weathertreatment facilities, and two remote wet weathertreatment fadff ies .
The active sewersystem is comprised of 2,119 miles of gravity sewers as well

as 42 .14 miles of force mains and 19.52 miles of low pressure sewers.

We embrace public service as
a peisopalcommitment ofour

talents tothe benefit ofthe people

JCVd operates a total treatment capacity of 6137 million gallons per day.
Because JCW has a fiduciary responsibility to its Johnson County ratepayers,

the department publishes an annual report which documents the highlights
and summarizes the department's statistical picture ofthe past year.

We encourage employees
innovation, seekcontinuous
improvement, and embrace

learning opportunities

,We will laugh with one another,
use humor in a sensitive manner,
and recognize and celebrate our

accomplishments.

We value our diverse backgrounds
and cultures, each other's

contributions, and ideas from
various perspectives.

Wedemonstrate trustworthiness
by barnc tO t tls, opgpiy

sharing information, and taking
responsibility for ouractions .
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The Johnson County Boar

ohnson CountyWastewater (JCW)
operates as a department in
Johnson County government,
reporting directly to the deputy

county manager under the direction of
the county managerand the Board of
County Commissioners The County
Commissioners hold their regular
business sessions, open tothe public,
everyThursday at 9:30 a.m ., except on
observable holidays, in the Board Hearing
Room, I I l South Cherry, Third Floor,
Olathe, Kansas.

As of 12/31/09 :224.5 approved
positions; 209 .5 filled positions. More
than 75 percent ofJCWemployees work
in the Operations and Maintenance
Division, with the remainder supporting
the division's responsibilities of
collecting, transporting, and treating
wastewater flows.

of Commissioners

Front row : David A. Lindstrom . commissioner, Third District;
Annabeth Surbaugh, chairman of the Board ; Ed Eilert, commissioner, Fourth District .

Back row: Calvin Hayden, commissioner, Sixth District;
Douglas E.Wood, commissioner, Fifth District Jim Allen, commissioner Second District;

C . Edward Peterson, commissioner, First District .

County CommissionersQ .
i

County Manager
{ t3

Deputy{ounty Manager
l3

	

; R
General Manager

Chief Engineer --- --'--
1

--?- - Directorof Communications
Director ofAsset Management

	

F~~'

HennesZacharias, BerniceDuletski,
county manager

	

deputy county manager

Leodership Team

Directorof

	

DirectorofBu,IsinessOperations/

	

Director of Eggineering/
CustortierEtelatiorts

	

Strategic planning

	

Operations"and.Maintenance
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COMPREHENSIVE,gNNYOOL.~F!N4NC14 .REP,ORT

For the fiscal year ended,December 31, ?009

UNIFIED GOVERNMENT OF
ARPPTT9.~C- NT
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UNIFIED GOVERNMENT OF WYANDOTTE COUNTYIKANSAS CITY, KANSAS

COMPREHENSIVE ANNUAL FINANCIAL REPORT

	

Forthe year ended DECEMBER 31, 2099

Prepared by:

Finance Department of the Unified Government of Wyandotte County/Kansas City, Kansas

REASONABLE ACCOMMODATIONS WILL BE MADE TO QUALIFIED INDIVIDUALS WITH
DISABILITIES ON AN AS NEEDED BASIS, PROVIDED ADEQUATE NOTICE IS GIVEN.
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WPC Documents

(A? Llil1Cl%0Me,

Home > DOUWfmenIA

Water Pollution Control
Jim Larkin, Director
50 Market Street
913-5731300
Fax: 913-551-0488
Email :flarhinroTAycokck.ora

Search j

Office HoursAonday- Friday 8:00 am to 5:00 pm

The Water Pollution Control Division is charged with helping to protect public health and the environment of the
community by treating approximately 30 million gallons per day (MGD) of few sewage, also called wastewater, with
an overall capacity of 66 MGD .

The wastewater is generated by residential commercial and industrial customers . The Division operates 75 lift
stations and 5 wastewater treatment facilities, servicing an area of approximately 158 square miles, and a
population of over 150,000 people .

In order to meet all federal and stale regulatory requirements and most to provide 24-hour per day wastewater
service to our customers, the system is closely managed through our Water Pollution Control Division staff of
approximately 115 employees . Since wastewater is 98% water and 2% pollutants, the Water Pollution Control
Division must meet such stringent sealer quality standards that essentially they are removing over 95-99% of those
2°lo pollutants in the water

Included in those 115 employees is our Sower Maintenance Division which is responsible for overseeing the sewer
infrastructure that spans throughout the county and city . Sever Maintenance maintains over 800 miles of sanitary
sewer and 400 miles of storm sewer, and Inspects all of these sewer lines within a 3-year cycle . These
responsibilities include both minor and major sewer repairs cleaning sewer lines, televising and inspecting sewer
lines, along with rebuilding catch basins, manholes and fepalring line breaks during emergencies .

The Unified Government's ConnerCreak Treatment Plant and Kay Point Plant were presented the Plant of the Year
award during the annual Kansas Water Environment Association (KWEA) conference hold in Topeka, Kansas in
Septemeber of 2009.

"A Guido to Undorstandlno theCombined Sewer System'
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UNIFIED GOVERNMENT OF WYANDOTTECOUNTYIKANSAS CITY, KANSAS

SCHEDULE OF BUDGETARYACCOUNTS
BUDGET ANDACTUAL " BUDGETARY BASIS (NON-GAAP)

ENTERPRISEFUND: SEWERSYSTEM
Yearended December 31,2009

SCHEDULES- 4

2008 2009

Actual
Amounts

Budgeted

Original

Amounts
Final

Amended
Actual
Amowls

Vadancewilh
First Bud9st

Positive
(Negative)

OPERATING REVENUES
Charges forservices $19,328,417 $19,412,300 $20,213,100 $19,646,695 ($566,405)
Permits and licenses 273,996 780,600 414,000 313,989 (100,011)
Miscellaneous 177,232 49,60D 37,500 55,840 18,340

TOTALOPERATINGREVENUES 19,779,645 20 .242,400 20,684,600 20,016,524 (648,076)

OPERATING EXPENSES
Personnelcosts 7,626,906 7.813.874 7,435,098 7,514,440 (19,342)
Contraclualservices 1,486,828 1,874,055 1,801,992 1,801,233 200,759
Commodities 2.506,287 2,197,836 2,617,701 2,369,281 248,480
Capilaloutlay 2,288,401 2,522,000 2,051,622 1,611.774 439,848
Grants, claims and shared revenue 2,402,105 3,438,254 4.659,580 4,603,760 55,820
Other 91,000 296,000 296,000 81,000 205,000

TOTALOPERATINGEXPENSES 16AD1,507 18,542,019 19 .862,033 17,791,488 1,070,585

Net operating income (loss) 3.379,138 1,700,381 1.802,547 2,225,036 422-489

NON-OPERATING REVENUES (EXPENSES)
Tax revenue 7,484 7,500 7,500 6,073 (1,427)
Interest earnings 317.849 170,000 114,600 255,722 141,122
Deblservice (1 .964,672) (1,964,873) (1,964,673) (1,964,673) 0
Transfers out (965,578) (1,009,448) (1,569,860) (1,369,850) 200.000
TOTALNON-OPERATING

REVENUES (EXPENSES) (2 .604,917) (2,796,619) (3,412,423) (3,072,728) 339,695

NET INCOME (LOSS) 773,221 (1,098,238) (1,809,876) (847,692) 762,184

UNENCUMBERED FUND BALANCE
Beginning of year 2,847,926 3,621,147 3,621,147 3,621,147 0
End or year $3,821,147 2,524,909 $2,011,271 $2,773,455 $762 .184



Dan Koch

From :

	

Melloway, Cassle [Cassie.Melloway@psc .mo.gov]
Sent:

	

Wednesday, December 01, 2010 1 :10 PM
To :

	

'Dan Koch'
Subject:

	

RE: 2009 Sewer District Financials From Audit

Dan-
Thank you so much for doing this for us . You have been great to work with!

The mailing address to send the notorized 2009 Annual Report to is as follows :

Jaime Off
Legal Counsel
Office of Chief Staff Counsel
Missouri Public Service Commission

	

2010200 Madison Street, 8th floor
P.O . Box 360

	

(XINAMISSION COUNSrI`Jefferson City, MO 65102

	

G'i1tILIt. SI-I1vIt :F GOMMIS~h.),

Should you have questions, please do not hesitate to contact me .

Cassie Melloway
Paralegal
Missouri Public Service Commission
Office of Chief Staff Counsel
Telephone:573-751-8377
Fax : 573-751-9285
cassie.melloway(t)asc.mo.gov

From: Dan Koch [mailto:DKoch@pcrsd.com]
Sent : Wednesday, December 01, 2010 11 :54 AM
To : Melloway, Cassle
Subject: FW : 2009 Sewer District Financials From Audit

From : Dan Koch [mailto:DKoch@pcrsd.com]
Sent: Wednesday, December 01, 2010 11:45 AM
To : 'Cassie.metloway@pcs.mo.gov'
Subject : 2009 Sewer District Financials From Audit

Cassie,

Attached is a pdf with a cover letter and the attached Financials from the Audit .

Dan Koch

Dan Koch
Executive Director
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Platte County Regional Sewer District

Financial Report

12.31 .2009

BRENDA L.HEUTON
NOTARY PUBLIC -NOTARYSEAL

STATE Of MISSOURI
Platte County

[NOTARY

6es0510712014
Commission 10845790

12.Ae,J~ )~, -,II
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McGladrey & Pullen
Certified Public Accountants

Independent Auditor's Report

To the Board of Trustees
Platte County Regional Sewer District
Tracy, Missouri

We have audited the accompanying basic financial statements of Platte County Regional Sewer District as ofand for
the year ended December 31, 2D09, as listed in the table of contents. These basic financial statements are the
responsibility of the management of Platte County Regional Sewer District . Our responsibility is to express an opinion
on these basic financial statements based on our audit.

We conducted our audit In accordance with auditing standards generally accepted in the United Slates of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
ComptrollerGeneral of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement . An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation . We believe that our audit provides a reasonable basisforour
opinion .

in our opinion, the basic financial statements referred to above present fairly, In all material respects, the financial
position of Platte County Regional Sewer District as ofDecember 31, 2009, and the changes in its financial position
and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also Issued our report dated March 17, 2010 on our
consideration of Platte County Regional Sewer Districts internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contractsand grant agreements and other matters . The
purpose of that report Is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance . That report is an integral part of an audit performed In accordance with GovernmentAuditing Standards
and should be considered in assessing the results ofour audit .

The management's discussion and analysis on pages 2 through 5 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiriesof management regarding the methods of
measurement and presentation of the required supplementary information . However, we did notaudit the information
and express no opinion on it.

Kansas City, Missouri
March 17, 2010

McGladrey & Pulen, LLP6 awater firm ofRSM Inlartadonal-
an allnadonorseparatsandadeondentlegalengdes .
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Platte County Regional Sewer District

Management's Discussion and Analysis
Year Ended December 31, 2009

The management ofPlatte County Regional Sewer District, (the District) is pleased to offer readers of the District's
financial statements this narrative overview and analysis ofthe financial activities for the year ended December 31,
2009 .

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements. The
District's basic financial statements comprise two components. l) basic financial statements and 2) notes to basic
financial statements.

Basic financial statements: The basic financial statements are designed to provide readers with a broad overview of
the District's finances in a manner similar to a private-sector business. The basic financial statements are prepared
using proprietary fund (enterprise fund) accounting that uses the same basis ofaccounting as private-sector business
enterprises. The District is operated underone enterprise fund . Under this method of accounting, an economic
resources measurement focus and an accrual basis of accounting is used. Revenue is recorded when earned and
expenses are recorded when incurred . The basic financial statements include a statement of net assets, a statement
of revenues, expenses and changes in netassets and a statement of cash flows . These are followed by notes to
basic financial statements.

The statement of net assets presents Information on all of the Districts assets and liabilities, with the difference
between the two reported as net assets . Over time, increases or decreases In net assets may serve as a useful
indicator of whether the financial position of the District is improving or deteriorating.

The statement ofrevenues, expenses and changes in net assets reports the operating revenues and expenses and
nonoperating revenues and expenses of the District for the fiscal yearwith the difference being combined with capital
contributions to determine the change in net assets for the fiscal year.

The statement of cash flows reports cash and cash equivalents for the fiscal year resulting from operating activities,
capital and related financing activities and investing activities .

The basic financial statements include only Platte County Regional Sewer District . There are no other organizations
oragencies whose financial statements should be combined and presented with the basic financial statements of the
District .

The notes to the basic financial statements provide additional information that is essential to a full understanding of
the data provided in the basic financial statements .

Financial Highlights

Assets exceeded liabilities (net assets) by $13,084,973 and $12,858,248 as of December 31, 2009 and 2008,
respectively. Of this amount, $3,265,993 and $2,802,312 is unrestricted and available to meet current and future
obligations of the District as of December 31, 2009 and 2008, respectively .

Investments in capital assets, net of related debt, were $6,054,928 and $6,157,471 and restricted net assets were
$3,764,052 and $3,898,465 during the years ended December 31, 2009 and 2008, respectively. Total net assets
increased by $226,725 and $139,619 during the years ended December31, 2009 and 2008, respectively, primarily
as a result of capital contributions.

2
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Platte County.Reglonal Sewer District

Management's Discussion and Analysis
Year Ended December 31, 2009

During the years ended December31, 20D9 and 2008, the District's cash used in operating activities was $(273,788)
and cash provided by operating activities was $73,374, respectively. Net rash decreased $1,942,808 and $898,657
during the years ended December 31, 2009 and 2008, respectively .

GovernmentN0lde Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position . The
District's total net assets have increased by $226,725 from 2008 .

The District's netassets reflect its investment in capital assets net of related debt of $6,054,928 and $6,157,471 as of
December 31, 2009 and 2008, respectively. The District uses these capital assets to operate the District,
consequently, these assets are not available for future spending.

At the end ofthe current fiscal year, the District is able to report positive balances in all three categories of net
assets. The same situation held he for the prior fiscal year .

3
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Table 1 2009 2008
Assets:
Current assets $ 8,177,942 $ 10,046,029
Capital assets 24,374,893 23,303,100
Othernoncurrentassets 2,423,820 2,678,783

Total assets 34,976,445 36,027,912

Liabilities:
Current liabilities 1,658,392 2,156,378
Noncurrentliabilities 20,233,080 21,013,286

Total liabilities 21897,472 - 23,168664

Net assets :
Invested in capital assets, net of related debt 6,054,928 6,157,471
Restricted 3,764,052 3,898,465
Unrestricted 3,265,993 2,802,312

Total not assets $ 13,084,873 x_12,858,248



Platte County Regional Sewer District

Management's Discussion and Analysis
Year Ended December 31, 2009

Table 2 highlights the District's revenues and expenses for the years ended December 31, 2009 and 2008:
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The District received the following types of contributed capital :

4

Expanses

The District's net operating loss was $581,499 and $347,811 for the years ended December 31, 2009 and 2008,
respectively .

2009 2008

Contributions of sewer lines

	

$

	

-

	

$

	

64,869
Special assessment contributions

	

958,732

	

604,394
Stale grant revenue

	

184,800

	

-
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Table 2- Revenues and Expenses 2009 2008
Revenues :
Charges for services $ 1,369,439 $ 1,321,008
Other charges and reimbursements 73,001 94,869
Interest income 149,348 400,186
Gain on sale of capital assets 2,895 2,180
Capital contributions 1,143,532 669,263

Total revenues 2,738,215 2,487,506

Expenses :
Depreciation and amortization 534,556 510,726
Outside services 234,257 212,575
Payroll and payroll taxes 446,791 406,189
Other operating expenses 808,335 634,198
Interest expense 487,551 584,199

Total expenses 2,511,490 2,347,887
Increase in net assets $ 226,725 $ 139,619



Platte County Regional Sewer District

Management's Discussion and Analysis
Year Ended December 31, 2009

Capital Assets

Capital assets additions were $2,615,039 and $1,033,606 as of December 31, 2009 and 2008, respectively, in total
which were primarily represented by state revolving loan project costs. Additional information regarding the District's
capital assets is included in Note 3 to the financial statements .

Noncurrent Liabilities

The District had $20,765,000 and $21,485,000 of revenue bonds outstanding as ofDecember 31, 2009 and 2008,
respectively. Additional Information regarding the District's debtcan be found In Note 4 to the financial statements .

Economic Factors

Interest rates are expected to start increasing again which is expected to slightly increase anticipated sanitary sewer
projects .

Additional Environmental Protection Agency (EPA) and Department of Natural Resources (DNR) guidelines will also
impact the costs of sewer projects to meet regulatory demands.

Requests for Information

These financial statements and discussions are designed to provide interested users a complete disclosure of the
District's finances . If you have questions aboutthis report or need additional information, please write Mr. Chuck
Reineke, Executive Director, Platte County Regional Sewer District, 414 State Route 273, Tracy, Missouri64079.

5
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See Notes to Basic Financial Statements.
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Platte County Regional Sewer District

Statement of Net Assets
December 31, 2009

Assets
Current assets:
Cash and cash equivalents (Note 2) $ 1,041,484
Restricted rash and rash equivalents (Note 2) 6,596,285
Accounts receivable 185,407
Assessments receivable 340,369
Debt issuance costs (Note 4) 14,397

Total current assets 8,177,942

Noncurrent assets :
Assessments receivable 2,224,364
Debtissuance costs, net(Note 4) 199,456
Capital assets, nondepreciable (Note 3) 49,000
Capital assets, depreciable, net (Note 3) 24,325,683

Total noncurrent assets 26,798,503

Total assets 34,976,445

Liabilities
Current liabilities:
Accounts payable 34,215
Accrued liabilities 14,527
Revenue collected in advance 30,834
Interest payable 504,052
Customer deposits, restricted 138,701
Bond premiums (Note 4) 15,586
Bond discount (Note 4) (379)
Arbitrage payable (Note 4) 155,856
Revenue bonds, payable, current (Note 4) 765,000

Total current liabilities 1,658,392

Noncurrent liabilities:
Revenue bonds payable (Note4) 20,000,000
Bond premiums, net (Note4) 236,394
Bond discount, net (Note4) (3,314)

Total noncurrent liabilities 20,233,080

Total liabilities 21,891,472

Net assets:
Invested in capital assets, net of related debt 6,054,928
Restricted fordebt service 3,764,052
Unrestricted 3,265,993

$ 13,084 .973



Platte County Regional Sewer District

Statement of Revenues, Expenses and Changes In Net Assets
Year Ended December 31, 2009

See Notes to Basic Financial Statements.
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Operating revenue :
Charges for services $ 1,369,439
Other charges and reimbursements 73,001

Total operating revenues 1,442,440

Operating expenses:
Depreciation 535,367
Amortization of discount (premium) and debt issue costs (811)
Employee benefits 59,419
Engineering 7,988
Insurance 36,752
Legal and accounting 84,000
Miscellaneous 11,674
Office supplies 54,935
Outside services 234,257
Postage 8,380
Professional fees 238,618
Repairs and maintenance 134,539
Payroll and payroll taxes 446,791
Telephone 18,129
Travel 28,401
Utilities 125,500

Total operating expenses 2,023.939

Operating loss (581,499)

Nonoperating income (expense):
Interest (expense) (487,551)
Gain on sale of capital assets 2,895
Interest income 149,348

Total nonoperating income (expense) (335,308)

Net loss before capital contributions 916 807)

Capital contributions :
Band retirement 619,547
Special assessment 339,185
Capital grant 184,800

Total capital contributions 1,143,532

Change in net assets 226,725

Net assets :
Beginning of year 12,858,248
End of year 13,084 .973



See Notes to Basic Financial Statements .
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Platte County Regional Sewer District

Statement of Cash Flows
Year Ended December 31, 2009

Cash flows from operatng activities :
Cash received from charges for services and other charges and reimbursements $ 1,385,521
Cash paid to suppliers (1,153,993)
Cash paid to employees (505,316)

Net cash used in operating activities (273 788)

Cash flows from investing activities, investment earnings proceeds 149,348

Cash flows from capital and related financing activities :
Acquisition of capital assets (1,977,052)
Proceeds from sale of capital assets 2,895
Payments on revenue bonds (720,000)
Contributionsrevenue received 1,380,364
Interest payments (504,575)

Net cash used in capital and related financing activities (1,818,368)

Net decrease in cash (1,942,808)

Cash and cash equivalents :
Beginning of year 9,580,577
End ofyear $ 7.637.769

Reconciliation of operating loss to net cash provided by operating activities:
Operating loss $ (581,499)
Adjustments to reconcile operating loss to net cash used in operating activities:

Depreciation 535,367
Amortization (811)
Increase in accounts receivable (70,987)
Increase in accounts payable 1,420
Increase in accrued liabilities 894
Decrease in arbitrage payable (172,240)
Increase in customer deposits 10,811
Increase in revenue collected in advance 3,257

Net cash used In operating activities $ (273,788)

Supplemental disclosure of noncash capital and related financing activities:
Acquisition of capital assets-accounts payable $ (370,102)



Platte County Regional Sewer District

Notesto Basic Financial Statements

Note 1 .

	

Nature of Operations and Significant Accounting Policies
Nature of operations :

The Platte County Regional Sewer District (the District) was established by a vote of the people of Platte County,
Missouri, on April 7 . 1992 to administer and oversee present and future sanitary sewer requirements of the
unincorporated areas of Platte County, Missouri. The District Is fully administered and operated by its Board of
Trustees . These financial statements present the data for all accounts of the Platte County Regional Sewer District.

Significant accounting policies :

Reporting entity: Accounting principles generally accepted in the United States of America require that the
reporting entity include (1) the primary government, (2) organizations for which the primary government is
financially accountable and (3) other organizations forwhich the nature and significance of their relationship with
the primary government are such that exclusion would cause the reporting entitys financial statements to be
misleading or incomplete. The District's Board of Trustees is appointed by the Platte County Commission . The
District is considered to be a stand-alone governmental entity and it is notincluded as acomponent unit of a
primary government. There are no otherorganizations or agencies whose financial statements should be combined
and presented with these financial statements .

Basis of Presentation- fund accounting : The Distdcl is organized as a proprietary or business-type activity ;
therefore the accrual basis ofaccounting Is used. The District's operations are financed and operated In a manner
similar to private business enterprises-where the stated Intent is that the cost (expenses, including depreciation)
of providing goods or services to the general public on a continuing basis is to be financed or recovered primarily
through usercharges and where the periodic determination of the revenues earned, expenses incurred and net
income is necessary for management accountability.

The District applies all Governmental Accounting Standards Board (GASB) pronouncements as well as the
Financial Accounting Standards Board (FASB) pronouncements issued on or before November 30, 1989, unless
those pronouncements conflict with or contradictGASB pronouncements . The District has notelected to follow
FASB pronouncements issued subsequent to November 30, 1989.

Basis of accounting : The accrual basis ofaccounting is used by the District where the measurement focus Is on the
flow of economic resources . Underthe accrual basis ofaccounting, revenues are recognized when earned and
expenses are recognized when liabilities are incurred . Both current and noncurrent assets and liabilities are
included on the statement of net assets .

Cash and cash equivalents : The District considers highly liquid investments with an original maturity of three
monthsor lessto be cash equivalents .

Accountsand assessments receivable : Accounts receivable consist of amounts the District has earned in sewer
service, penalty assessments, miscellaneous fees and the debt service payment currently due. Assessments
receivable represent amounts due from customers forsewer installation, which bear Interest at rates ranging from
1 .30 percent to 6.14 percent and mature in 126 to 240 months. The District utilizes the direct write off method to
account for uncollectible accounts. As ofyear-end, no allowance for doubtful accounts is considered necessary .
The District mayattach a lien to the customers property for accounts that become past due.
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Platte County Regional Sewer District

Notes to Basic Financial Statements

Note 1.

	

Nature of Operations and Significant Accounting Policies (Continued)

Income taxes: The District is exempt from all federal, state and local income, sales and property taxes.

Capital assets : Capital assets of the District greater than $1,000 with an estimated life greater than one year are
recorded at cost. Majoroutlays for capital assets and improvements are capitalized as construction-in-progress
until the project is completed. Interest incurred during the construction phase of the capital assets is reflected in the
capitalized value of the asset constructed to the extent interest expense is in excess of interest income . There was
no capitalized interest during fiscal year ended December 31, 2009. Capital projects are funded through a
combination of contributions revenue and the issuance of bonds.

The cost of normal maintenance and repairs that do not add to the value of the assetor materially extend the
assets' lives are not capitalized .

Equipment and vehicles are depreciated using the straight-line method over an estimated useful life of five years .
Treatment plants, buildings and pumping stations are depreciated using the straight-line method over an estimated
useful life of 15 to 40 years. Sewer distribution lines are depreciated using the straight-line method over an
estimated useful life of75years.

Assets acquired from contributions : The District receives contributions of cash and capital assets from slate, local
government and private sources for the acquisition and future expansion of its capital assets . These contributions
are recorded as capital contributions in the statement of revenues, expenses and changes in net assets with
contributions of capital assets valued at fair value as of the dale ofthe contribution .

Debt issuance costs: Costs incurred In connection with procuring long-term bond financing, consisting primarily of
legal fees, are deferred and amortized to Income over the life of the related bonds by a method which
approximates the interest method .

Bond premiums and discounts: Premiums and discounts are incurred in connection with obtaining long-term bond
financing. Premiums and discounts are deferred and amortized to income over the life of the related bonds by a
method which approximates the interest method .

Compensated absences: Under terms ofthe District's personnel policy, District employees are granted vacallon
and sick leave In varying amounts. In the event of termination, an employee is paid for accumulated vacation days
up to the amount earned in one year. Unused vacation time does not carry over to the following year. Regularfull-
time employees who have completed no less than two years of service with the District and terminate their
employment may receive compensaflon for up to 50 percent of accumulated unused sick leave time, in no case to
exceed 25 percent of one month's regular salary. In addition, compensatory time may be earned by employees
when time in excess of 40 hours is earned during a work week. In the event of termination, compensatory time is
paid to employees, up to a maximum of80 hours.

Revenue collected in advance: Revenue collected in advance are revenues collected foruser fees in advance of
the period in which they are due.

Customer deposits: Customer deposits are security deposits collected by the District in advance forsewer line
connections . The deposits range from $30 to $60 depending on the district the resident resides in . These amounts
are fully refundable upon the resident selling their home and remaining current on all their sewer fees .

10

SCHEDULE 4-13



Platte County Regional Sewer District

Notes to Basic Financial Statements

Note 1.

	

Nature of Operations and SignificantAccounting Policies (Continued)

Net assets : Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, netof related debt, consists of capital assets, net of accumulated depreciation, reduced by any outstanding
balances of any borrowings used for the acquisition, construction or improvement of those assets . Net assets are
reported as restricted when there are limitations imposed on their use either through the enabling legislation
adopted by the District or through external restrictions imposed by creditors, grantors or laws or regulations of
other governments . Restricted resources are used first to fund appropriation . As of December 31, 2009, the District
had $2,693,532 of unspent bond proceeds.

The District applies restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted netassets are available.

Use ofestimates: The preparation of financial statements in conformitywith accounting principles generally
accepted in the United Slates of America requires management to make estimates and assumptions that affect
reported amounts of certain assets, liabilities, revenues, expenses and other disclosures . Accordingly, actual
results could differ from those estimates.

Classification of revenues and expenses: Operating revenues include activities that have the characteristics of
exchange transactions, such as charges forservices . Nonoperating revenues include activities that have the
characteristics of nonexchange transactions, such as interest income . Operating expenses generally resultfrom
providing services in connection with the principal operations . All expenses not meeting this definition are
nonoperating .

Note 2.

	

Deposits

Authorized investments: State statutes authorize the District to invest in obligations of the U.S. Treasury and U.S .
agencies, obligationsof state and local governments, certificates of deposits and repurchase agreements. The Disbict
has not adopted a formal Investment policy thatwould further limit its investment choices . As of December 31, 2009,
the District's fundswere In depository accounts,

Interest rate risk: Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment . Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates . The District does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from Increasing interest rates.

As of December 31, 2009, the District did not have any investments.

Credit risk: Generally, credit risk is the risk that an issuer of an investment will not tulfill itsobligation to the holder of
the investment. This is measured by the assignment ofa rating by a nationally recognized statistical rating
organization . The District has no investment policy thatwould limit its investment choices . As ofDecember 31, 2009,
the District did not have investments required to be rated.

Concentration of credit risk : The District places no limit on the amount the District may invest in any one issuer. As of
December 31, 2009, the District did not have any investments .
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Platte County Regional Sewer District

Notes to Basic Financial Statements

Note 2 .

	

Deposits (Continued)
Custodial credit risk : Custodial credit risk In the risk that, in the eventofthe failure of a depository financial institution,
a government will not be able to recover its deposits or will not be able to recover collateral securities that are in the
possession ofan outside party. The custodial credit risk for investments is the risk that, in the event of the failure of
the counlerparly (e .g . broker-dealer) to a transaction, a government will not be able to recover the value of its
investment or collateral securities that are in the possession of another party. As ofDecember31, 2009, the District's
bank balances of deposits with financial institutions were $7,746,639, of which $2,710,797 is uninsured and
uncollateralized . As of December 31, 2009, the District did not have Investments.

Cash and cash equivalents reported as restricted on the District's statement of net assets were restricted for the
following purposes :

Note 3.

	

Capital Assets

Capital assets consisted of the following as of December 31, 2009 :

Total capital assets
being depreciated

Capital assets, net

1 2

SCHEDULE 4-15

Beginning Additions Disposi8ons Reclassification Ending

Land $ 75,378 $ - $ - $ (28,378) $ 49,000
Constructim4n-process 1,008.089 1,008,089

Total capital assets not
being depreciated 1,083,467 1,008,089 (26,378) 49,000

Capital assets being depreciated:
Building 608,022 - - 26,378 634,400
Treatment plant 11,097,084 - - - 11,091,084
Sewer distribution lines 13,024,780 2,602,154 - - 15,626,934
Pumpingsta8ons 384,984 - - - 384,964
Vehicles 120,535 - 19,730 100,805
Equipment 34,116 12,885 - 47,001

Total capital assets
being depreclated 25,269,521 2,615,039 19,730 26,378 27,891,208

Less accumulated deprecation for.
Building 92,517 15,860 - - 108,377
Treatment plant 1,305,848 277,427 - - 1,584,375
Sewer distribution lines 1,304,313 190,285 - - 1,654,598
Pumping stations 199,896 24,999 - - 224,695
Vehicles 63,137 20,161 19,730 - 63,568
Equipment 23,277 0,635 - 29,912

Total accumulated
depreciation 3,049,888 535,367 19,730 3,565,525

Debt service $ 3,764,052
Construction - unspent bond proceeds 2,693,532
Customer deposits 136,701

$ 6596,265



Platte County Regional Sewer District

1

	

Notes to Basic Financial Statements

Note 4.

	

NoncurrentLiabilities

A summary of changes in noncurrent liabilities for the year ended December 31, 2009 are follows :

Balance

	

Balance
December 3l,

	

December 31, Ar rount Due
Type

	

2008

	

Additions

	

Deletions

	

2009

	

VVItNn One Year

Revenue bonds

	

$

	

21,465,000

	

$

	

-

	

$

	

720,000

	

$

	

20,765,ODD

	

$

	

'

	

765,000
Compensated absences

	

13,633

	

14,527

	

13,633

	

14,527

	

14,527

As ofDecember 31, 2009, the bonds outstanding for the District consisted of the following :

Each of the revenue bonds and slate revolving loans have general covenants that require the District to establish and
collect rates sufficient to pay expenses of the system, pay principal and interest on the bonds and loans and provide
adequate reserves for payment of principal and interest . The District has also covenanted to not mortgage or
encumber the system .

The Series 2006A Sewerage System Refunding Revenue Bonds require:

a.

	

Debtservice account- each month a deposit will be made for 116 of the amount of interest that will become
due on the next succeeding Interest payment date and 1/12 of the amount of principal that will become due
on the next succeeding maturity .

1 3
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Description and Purpose
Amountof

Original Issue
Range of

Maturity Dates
Range of

Interest Rates

Amount
Outstanding as of
December 31,

2009

Revenue
2006ARefunding Bonds $ 830,000 0410112019 4.20%-4.65% $ 725,000

Slate Revolving Loan Fund 0110111999-
1996E-Brush Cfeek 7,220,000 0110112018 4.05%-6 .00% 4,305,OOD

01/01/200o-
1997D-Platte Hills 1,455,000 01/01/2019 4.50%-8 .00% 830,000

1998A-Red Rock, 01/01/2000-
MistySprings, Shelter Haven 1,205,000 01101/2019 3.90%-5 .25% 655,000

01107r20D2-
2000BPlatte County RSD 2,965,000 0110712021 4.35%-5.63% 2,035,000

0710112003-
2002BPlatte County 465,000 0710112022 2,00%-5.50% 330,000

2006APlatte CountyRSD 11,910,000 07/0112027 4.00%-5.50% 11,885,000
Total T7 20,765000



Platte County Regional Sewer District

Notes to Basic Financial Statements

Note4.

	

Noncurrent Liabilities (Continued)

b.

	

Debtservice reserve account-monthly deposits of$740 will be required In the event the Debt Service
Account does not have sufficient funds for debt service payments so long as the reserve account balance is
less than $83,000.

c.

	

Depreciation and replacement account-each month $740 will be deposited as long as any bonds remain
outstanding.

The State Revolving Loans require:

a.

	

Principal account-each month a payment will be made for 1112 of the amount of principal that will become
due on the next succeeding maturity to the bond trustee .

b .

	

Interest account- each month a payment will be made for 116 ofthe amount of interest that will become due
on the next succeeding interest payment date to the bond trustee .

c .

	

Depreciation and replacement account-will be used by the District for the purpose of making replacements
and repairs to the System in order to keep the System in good repair and working order and to assure the
continued effective and efficient operation of the System .

The District further covenants and agrees that rates and chargeswill be sufficient to have net revenues notless than
110 percentofthe debt service requirement of each year.

As of December 31, 2009, the District had the following reserve balances, which are reported as restricted cash and

Slate revolving loan : In 1998,

	

2000, 2002 and 2006, the District Issued $7,220,000 (Series 1996E),
$1,455,000 (Series 1997D), $1,205,000 (Series 1998A), $2,965,000 (Series 2000B), $465,000 (Series 2002B), and
$11,910,000 (Series 2006A) in State Environmental Improvement and Energy Resources Authority (EIERA) Water
Pollution Control Revenue Bonds, for the purpose of financing construction of certain wastewater treatment or
sanitary sewerage facilities . In connection with the District's issuance of these revenue bonds, the District participates
in a revolving loan program established by the Missouri Department of Natural Resources (DNR). The state of
Missouri manages and invests the bond proceeds account on behalf of the District. As the District incurs approved
capital expenditures, funds are released from restriction by DNR, to the District, for the expenditure from the
construction fund . Additionally, approximately 70 percentof the construction costs (83.33 percent of which is federal)
is deposited into a bond reserve fund in the District's name and is held as a guarantee against the debt . Interest
earned from this reserve fund can be used by the District to fund interest payments on the revenue bonds. The
reserve fund is transferred back to the state once the bond issue is retired . There was a total of $6,074,454 in reserve
accounts as of December31, 2009. The costs of operation and maintenance of the wastewater treatment and
sewerage facilities and the debt service is payable from operating revenues .
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cash equivalents on the Statementof NetAssets:

Debt service reserve and replacement accounts, 2006A Sewerage
System Refunding Bonds $ 911,233

Debt service reserve and replacement accounts, State Revolving Loans 1,936,080
Reserves for arbitrage rebate liabilities 916,739

$ 3,764,052



Platte County Regional Sewer District

Notes to Basic Financial Statements

Note 4.

	

Noncurrent Liabilities (Continued)

In connection with the EIERA bonds, an account has been established by the State Revolving Fund trustee in which
interest earnings in excess of the coupon rate are recorded . This amount ($155,856 as of December 31, 2009) is
shown as arbitrage payable on the District's balance sheet because it represents a potential liability of the District.

The costs incurred by the Disbict associated with the issuance of bonds is shown as an asset on the District's
statement of net assets and the bond premium is shown as a liability on the District's statement of net assets.
These are amortized by a method which approximates the interest method over the term ofthe debt. Bond Issuance
costs and bond premium as of December31, 2009 consisted of the following:

Issuance Costs

	

Premium

Original amount

	

$

	

274,050

	

$

	

311,716
Less accumulated amortization

	

60,197

	

59,736
~ 213,853

	

S251,980

Annual debtservice requirements to maturity for revenue bonds and state revolving loan funds for the District areas
follows:

Note 5.

	

Risk Management

The District's insurance coverage consists of policies maintained with various carriers for commercial liability,
property, public officers, fidelity bond, workers compensation, medical and life insurance. There have been no
settlements in excess of insurance coverage during any of the prior three fiscal years.
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Year Ending December 31, Principal Interest

2010 $ 765,000 $ 1,010,218
2011 780,000 971,538
2012 820,000 929,828
2013 900,000 885,607
2014 930,000 839,312
2015-2019 6,255,000 3,399,715
2020-2024 6,420,000 1,793,301
2025-2027 3,895,000 356,206

Total 20,765,0_00_ $ 10,185-725



Platte County Regional Sewer District

Notes to Basic Financial Statements

Note 6,

	

Commitments and Contingent Liabilities

Litigation : The District is periodically a defendant in various lawsuits concerning property and contract disputes .
Management and the District's counsel are of the opinion these suits are without substantial merit and should not
result in judgments which in the aggregate would have a material adverse effect on the District's financial statements .

Grants: Intergovernmental grant awards are subject to audit and adjustments by funding agencies. Award revenues
received for expenditures that are disallowed are repayable to the funding agency. In the opinion ofmanagement, any
amounts that may ultimately be refunded would not have a material impact on these basic financial statements .

Park Hill School District Intergovernmental Agreement: In September 2009, the District entered into an
intergovernmental project with the Park Hill School District. The School District will construct sanitary sewer facilities
at an estimated cost of$t million (excluding land acquisition), and upon completion, contribute them to the District .
The District has agreed to pay all connection fees collected from users applying forconnection to these specific
facilities, plus interest, to the School District for a period of up to 20 years, or until the project cost has been
reimbursed . If, at the end ofthe 20 year term, the School District still has not received full cost reimbursement, the
District is underno obligation to payanyadditional fees to the School District.

Note 7.

	

NewGovernmental Accounting Standards Board (GASB) Statements

The District adopted the following Governmental Accounting Standards Board (GASB) Statements during the fiscal
year:

GASB Statement No . 45.Accounting andFinancial Reporting byEmployers for Postemployment Benefits
Other Than Pensions. This Statement establishes standards for the measurement, recognition and display of
other postemployment benefits expenses and related Ilabllifies or assets, note disclosures and, if applicable,
required supplementary information in the financial reports. This Statement had no effect on the financial
statements .

GASB Statement No . 52, Land and OtherReal Estate Held as Investments by Endowments. This Statement
establishes consistent standards forthe reporting of land and other real estate held as investments.
Endowments were previously required to report their land and other neat estate held forinvestment purposes
at historical cost . However, such investments are reported at fair value bysimilar entities, such as pension
plans. The Statement requires endowments to report land and other real estate investments at fair value. The
changes in the fair value are to be reported as investment income. This Statement had no effect on the
financial statements .

As of December 31, 2009, the GASB had issued several statements not yet implemented by Platte County Regional
Sewer District . The statements which might impact the District are as follows:

GASB Statement No. 51, Accounting andFinancial Reporting forIntangible Assets, issued July 2007, will be
effective for the District beginning with its year ending December 31, 2010. This Statement provides guidance
regarding how to identify, account for and report intangible assets . The new standard characterizes an
intangible asset as an asset that lacks physical substance, is nonfinancial in nature and has an initial useful
life extending beyond a single reporting period.
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Platte County Regional Sewer District

f

	

Notes to Basle Financial Statements

Note 7.

	

NewGovernmental Accounting Standards Board (GASB) Statements (Continued)

GASB Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, issued June 2008,
will be effective for the Dlshict beginning with its yearending December 31, 2010. This Statement will
improve howslate and local governments report information about derivative instruments in their financial
statements. The Statement specifically requires governments to measure most derivative instruments at fair
value In their financial statements that are prepared using the economic resources measurement focus and
the accrual basis of accounting . The guidance in this Statement also addresses hedge accounting
requirements.

Management has not yet determined the effect, If any, these Statements will have on the Districts future financial
statements.
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Timber Creek Schedule 5

Staff Response to Timber Creek Sewer Company Data Request 1

Timber Creek Question :

With respect to the Staff's classification ofTimber Creek's Office Manager as salaried and not hourly, on
what basis did Staffconclude that the position's duties were beyond that of clerical support and not
eligible for overtime?

Staff Response:

Without waiving Staffs previously filed objection, Staff provides the following response to Timber
Creek's question. In evaluating each position at Timber Creek, including the Office Manager, Staff
looked at the following items :

1)

	

Review of Company provided employee job descriptions, including the Office Manager ;
2)

	

Discussions with Company personnel, specifically the General Manager, regarding each Timber
Creek employee and their related job duties and responsibilities;

3)

	

Observation ofthe employee's daily duties through on-site visits ;
4)

	

Review of an opinion letter from Costello, Davey & Fera, LLC provided by the Company
regarding the nature of employee work activities and need of Timber Creek to pay over time ;

5)

	

Staffs review/examination of salary surveys specific to each individual job description
(consistent with the job duties of each individual Timber Creek job position and specific job
responsibilities)

6)

	

Staffs knowledge and experience regarding the area of salaries, wages and benefits for small
water and sewer companies . Specifically, information concerning salaries, wages and benefits
paid at several water and sewer companies of various sizes, locations and combinations of water
only, sewer only and water and sewer only.

7)

	

Discussion with the Company on September 28, 2010 teleconference, where the General
Manager Mr. Sherry indicated Timber Creek's decision to pay overtime only to the Assistant
Plant Operator . The Company did not inform Staff of any decision or intention to classify the
Office Manager as an hourly employee subject to overtime . Consequently, Staff included a
reasonable salary for the Office Manager. Mr. Sherry indicated that, regardless of the outcome
of the rate case, Timber Creek made the decision to pay the Assistant Plant Operator overtime
going forward . Staff understood this discussion with Timber Creek identified the Company's
decision to pay overtime to only one of its employees, the Assistant Plant Operator, and not the
Office Manager. After being advised of Timber Creek's overtime decision, as discussed during
the September 28, 2010 teleconference Staff indicated it would include the estimated overtime
of the Assistant Plant Operator, but would adjust the base salary to the level identified on the
salary survey used by Staff to be consistent with job duties of an employee who is entitled to
overtime pay . Staff stated it would include the Assistant Plant Operator base salary at $39,000
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plus the $7,000 of overtime Timber Creek identified it would have been obligated to pay the
Assistant Plant Operator for worked performed in 2009 had the Company paid overtime to that
position . Staff stated, during the September 28, 2010 meeting, that it would not include
overtime for the Office Manager position and would leave the recommendation of that salary at
the level previously included in the case .

If Staffs understanding of the Timber Creek Office Manager's position is incorrect based on the
information stated above, and this position should be eligible for overtime, based on what the Company
defines as the job duties of this position, then Staff will need to reevaluate this job position in this case .
In doing so, Staff would recommend to the Commission that the job position of the Office Manager
would be identified as an employee eligible for overtime, instead of a salaried employee exempt from
overtime . Staff would include a level of overtime for this position but would no longer support the
salary currently in the case for this position . Staff would recommend a lower salary based on the job
duties of someone who essentially performs no managerial duties and performs tasks more in line with
clerical support functions and general book keeping activities . This position would not be a role in line
with an Office Manager position and should not be compensated at the same level as a salary employee,
and instead, the Office Manager, would now be identified as an employee compensated at a lower level
than the $41,559 currently recommended or the existing level of $40,349 amount . The probable range
for the newly defined clerical position would fall between $31,000 to $36,326 per year level based on
the MERIC . Staff would include a level of overtime of approximately $3,000 for the lesserjob position .

Staff Response toTimber Creek Sewer Company Data Request 2

Timber Creek Question :

Was compensation for the Office Manager determined by comparison to salary surveys? If so, what
surveys were used and what was the classification of the positions used in the surveys?

Staff Response :

Yes, salary surveys were used but not exclusively . Initially, the MERIC survey was used by searching the
occupation of job positions entitled "Executive Secretaries and Administrative Assistant ." Following
discussions with the Company raising concerns about employee compensation, Staff researched the
salary support for this position further . Staff used the schedules provided by Timber Creek (Mr . Sherry),
who later attached this information to his direct testimony . This information compared Timber Creek to
other local utilities . For comparison purposes, Staff contacted the following utilities regarding payroll
matched to the same positions offered at Timber Creek : a) . Johnson County Wastewater for the job
position of Office Manager/Administrative Office Manager, b) . Platte County Regional Sewer District for
the job position of Office Manager/ Administrative Assistant and c) . Wyandotte County Wastewater for
the job position of office secretary .

Staff Response to Timber Creek Sewer Company Data Request 3

Timber Creek Question :
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Please provide the amounts in salaries for each of the four Timber Creek Employees that Staff is using
as the base amount for the rate case?

Staff Response:

Staff included the following amounts for payroll in its initial case and updated subsequent to the initial
disposition agreement:

Staff Response to Timber Creek Sewer Company Data Request 4

Timber Creek Question :

Is the assistant plant operator the only position that Staff determined was eligible for overtime? If not,
which other positions were deemed eligible for overtime?

Staff Response:

Without waiving Staffs previously filed objection, Staff provides the following response to Timber
Creek's question . Yes.

SCHEDULE 5-3

Position Starting Salary May 10, 2010 Payroll Changes Final Amount
Filing (3% COLA) made September Included In Staffs

28, 2010 EMS filed with
November 23
Direct Testimony

General Manager $72,450 $74,624 Additional 3% was $76,862
added for General
Manager based on
discussions with
Company on
September 28,
2010 . Increasing
this position to

$76,862
Plant Operator $78,660 $81,020 $81,020

Assistant Plant $40,980 $42,210 $39,000 base plus $46,000
Operator $7,000 overtime

discussed with
Company on
September 28,

2010
Office Manager $40,349 $41,559 $41,SS9



Staff Response to Timber Creek Sewer Company Data Request S

Timber Creek Question :

What isthe amount of overtime included in the payroll amount and reflected in the revenue
requirement calculation, in the latest EMS run for each position the Staff allowed overtime and on what
basis was it calculated?

Staff Response:

Staff included $7,000 of overtime compensation for the Assistant Plant Operator. The basis for the
amount of overtime included In the case was per the discussion held on September 28, 2010 with
Timber Creek General Manager Derek Sherry . Mr . Sherry provided information concerning salaries for
each of the Company's employees as part of the audit process . Timber Creek also provided a schedule
attached to the direct testimony of Mr . Sherry which included an estimate for the level of overtime to
be included for the Assistant Plant Operator position .

Staff calculated the compensation for the Assistant Plant Operator position by including a base salary of
$39,000 Plus the Company estimate for overtime of $7,000 that it claimed would have been paid in
2009, thus making the position's final salary total $46,000 . The $46,000 Is the level that is included in
the latest EMS run dated November 22, 2010 . The base salary falls in between the M ERIC survey for
wastewater plant operators for the Kansas City and or Northwest Missouri region . (This job title could be
more descriptive of Mr. lochim's position however.) The salary range on MERIC is $22,530 to $48,765 .

Staff Response to Timber Creek Sewer Company Data Request 6

Timber Creek Question :

Please provide the percentage increase and dollar amounts that Staff is proposing an increase in salaries
for each ofthe four Timber Creek Employees?

Staff Response :

Please see Staff response to Timber Creek Data Request 3

Staff Response to Timber Creek Sewer Company Data Request 7

Timber Creek Question :

With respect tothe dollar amounts that Staff is proposing for overtime for the assistant operator, what
is the amount? And, is that amount included in the base payroll amount for such employee or is it to be
added to his base salary as the employee works overtime? In other words, is such an amount in
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addition to his base salary as increased by 3% or is it included in his salary and not separately paid to him
as he earns it?

Staff Response :

The amount of overtime included for the Assistant Plant Operator this case is $7,000 . That amount is
included in his base salary .

Staff Response to Timber Creek Sewer Company Data Request 8

Timber Creek Question :

With respect to the dollar amounts that Staff is proposing for overtime for the assistant operator, Staff
Witness Prenger says it "agreed to include overtime for the assistant operator based on the level of
overtime worked in 2009." What was the level of overtime worked in 2009 by the assistant operator?
And, had the assistant operator been paid overtime in 2009, what would that amount have been and
how was that amount calculated?

Staff Response :

Without waiving Staffs previously filed objection, Staff provides the following response to Timber
Creek's question . Using the Company estimate provided by Timber Creek's General Manager (this
information was provided as a schedule to the direct testimony of Mr. Sherry), Staff included $7,000 for
the overtime compensation . The amount of overtime paid to the Assistant Plant Operator included by
Staff was $7,000 . However in 2009, the Assistant Plant Operator was not paid overtime by Timber
Creek . Thus, Staff is unable to make an accurate determination as to the overtime worked in 2009 by
this employee. Using the Company estimate provided by General Manager (Mr . Sherry included this as
a schedule in his direct testimony); Staff included $7,000 of overtime compensation for the Assistant
Plant Operator position .

Staff Response to Timber Creek Sewer Company Data Request 9 :

Timber Creek Question :

Are all of the Staffs proposed Increases in salaries and overtime payments included in the Staffs
Accounting Schedules dated 11/22/2010? If not, what Items are missing and how much is each item and
what would be the impact on the Gross Revenue Requirement?

Staff Response:

Yes, all compensation is included .

The EMS run for the 2009 test year identifies payroll costs as $251,658 which includes payroll taxes
based on how the Company accounts for these costs on Its books. However, Staff has annualized payroll
separately from payroll taxes in the EMS run . The amount of 2009 test year payroll of $251,658 is
broken down by $232,439 for payroll and $19,219 for payroll taxes .
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Staff's adjusted final compensation identifies the annualized payroll level of $245,441 which includes
overtime of $7,000 for the Assistant Plant Operator plus payroll taxes of$20,263 for a total of $265,704
(which now compares to the 2009 test year amount of $251,658 . The difference between the two totals
represents the increase Staff is proposing for salaries and related payroll taxes .

The annualized payroll (excluding payroll taxes) Staff has included in its case is an increase of $13,003
determined by comparing the annualized amount of $245,441 to the 2009 test year payroll amount of
$232,439 .

Staff Response to Timber Creek Sewer Company Data Request 10 :

Timber Creek Question :

If Timber Creek had been successful in finding natural gas and was able to generate electricity at a
reduced cost during the test year for its operations as a sewer company, would the PSC Staff have
reduced Timber Creek's electricity cost expense?

Staff Response:

Without waiving Staff's previously filed objection, Staff states as follows: PSC Staff would use
reasonable and prudently incurred cost for electricity in this rate case or any future rate making . This is
the approach taken in this and previous Timber Creek rate cases. It is noteworthy that Staff has not
made any negative adjustment proposing to disallow costs for electricity in this or other previous Timber
Creek rate cases . Staff questions the prudence exhibited by the Company in proceeding with a major,
speculative project without first discussing its feasibility and the expected ratemaklng treatment with
Staff . Staffs primary focus is on actual costs that are reasonable and prudently incurred, not on
whether the cost increases or decreases the overall expense . Prudently incurred costs may reflect
either an increase or a decrease in the overall cost of electricity regardless of the cause of the change in
cost . Possible causes of a decrease in the cost of electricity may include: a renegotiated (reduced) rate,
in-plant process improvements that reduce necessary consumption, onsite generation from solar, wind,
methane from sludge digestion, or natural gas .
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