
BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
      ) 
In the Matter of the Application  ) 
Of a Rate Increase for   ) 
Raccoon Creek Utility Operating  )  Case No. SR-2016-0202  
Company Inc.    )           
      ) 
 
 

PARTIAL DISPOSITION AGREEMENT 
 

 COMES NOW the Staff of the Missouri Public Service Commission (Staff) and 

Raccoon Creek Utility Operating Company, Inc. (Raccoon Creek or Company), by and 

through counsel, and for their Non-Unanimous Partial Disposition Agreement in this 

matter hereby state: 

1. On February 2, 2016, Raccoon Creek filed a letter with the Missouri Public 

Service Commission (Commission) requesting that the Commission approve increases 

in its annual sewer operating revenue, which resulted in the Commission opening Case 

No. SR-2016-0202. Raccoon Creek and Staff filed a joint Motion for Extension to extend 

the requirement to provide parties with Staff’s preliminary report under Commission 

Rule 4 CSR 240-3.050(9), by 10 days. The Commission granted that extension, which 

also set a new filing date for the 4 CSR 240-3.050(11) requirement to file an executed 

disposition agreement of August 15, 2016. On the August 15, 2016, due date, Staff and 

Raccoon Creek requested an additional extension of the disposition agreement filing 

date to accommodate further settlement discussions. The Commission approved 

extension of the filing date and ordered the parties to file a disposition agreement no 

later than August 30, 2016.  



2 
 

2. In accordance with Raccoon Creek’s request for a rate increase, Staff 

conducted a full investigation, met with the company and the Office of the Public 

Counsel (OPC) and provided both parties the results of its investigation. Staff and the 

Company have each provided the parties with proposed settlements of this matter. After 

negotiations, Staff and Raccoon Creek have reached a partial agreement or disposition 

(Disposition) on Raccoon Creek’s request, a copy of which is attached hereto as 

Appendix A. Staff has also attached the memorandums reflecting the results of its 

investigation as Attachments A through E.  

3. Staff and Raccoon Creek are still negotiating the settlement of additional 

issues in this matter; therefore, Staff has not filed its workpapers and positions with this 

disposition as it has in similar matters before this Commission. 

4. The issues left unresolved between Staff and Raccoon Creek include: cost 

of capital, rate of return, finder’s fees, net rate base, capital structure, revenue 

requirement and the resulting tariff sewer rates.  

5. Staff intends to file a request for an evidentiary hearing to present to the 

Commission the outstanding issues in this matter. 

 6. OPC has been party to settlement discussions in this matter, but has not 

yet provided its position on the issues to Staff and the Company.  

7. Raccoon Creek is current on its annual report filings and has no other 

actions pending before the Commission at this time. 

WHEREFORE, Staff prays that the Commission will approve this Partial 

Disposition; and grant such other and further relief as the Commission considers just in 

the circumstances. 
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       Respectfully Submitted, 
 

/s/ Whitney Payne  
Whitney Payne  
Legal Counsel  
Missouri Bar No. 64078  
Attorney for the Staff of the  
Missouri Public Service Commission  
P. O. Box 360  
Jefferson City, MO 65102  
(573) 751-8706 (Telephone)  
(573) 751-9285 (Fax)  
whitney.payne@psc.mo.gov 

 

CERTIFICATE OF SERVICE 
 

I hereby certify that a true and correct copy of the foregoing was served by 
electronic mail, or First Class United States Postal Mail, postage prepaid, on this  
30th day of August, 2016, to all counsel of record.  
 

/s/ Whitney Payne 
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COMPANY/STAFF PARTIAL AGREEMENT REGARDING DISPOSITION 
OF SMALL SEWER COMPANY REVENUE INCREASE REQUEST 

 
RACCOON CREEK UITLITY OPERATING COMPANY, INC. 

 
MO PSC FILE NO. SR-2016-0202 

 
BACKGROUND 

Raccoon Creek Utility Operating Company, Inc. ("Company") initiated a small company 

revenue increase request ("Request") for sewer service that is the subject of the above-referenced 

Missouri Public Service Commission ("Commission") File Number by submitting a letter to the 

Secretary of the Commission in accordance with the provisions of Commission Rule 4 CSR 240-

3.050, Small Utility Rate Case Procedure ("Small Company Procedure").  In its request letter, 

received by the Commission on February 2, 2016, the Company set forth its request for an 

increase of $529,557 in its total annual sewer service operating revenues.  The Company also 

acknowledged that the design of its customer rates, service charges, customer service practices, 

general business practices and general tariff provisions would be reviewed during the 

Commission Staff's ("Staff") review of the revenue increase request, and could thus be the 

subject of Staff’s recommendations.  In the acquisition case the Company purchased three small 

utilities (West 16th, WPC, and the Villages) located in close proximity and combined them into 

one company.  Since the acquisition significant upgrades have been made to all three wastewater 

treatment systems.  The Company provides service to approximately 500 residential customers, 

and as part of the Request the Company proposed one rate and tariff for all customers. 

Pursuant to the provisions of the Small Company Procedure and related internal operating 

procedures, Staff initiated an audit of the Company's books and records, an inspection of the 

Company's facilities and review of their operations, as well as a review of the Company's 

customer service and general business practices, and the Company's existing tariff.  (These 

activities are collectively referred to hereinafter as “Staff's investigation of the Company's 

Request” or “Staff’s investigation.”) 

Upon completion of Staff’s investigation of the Company's Request, Staff provided the 

Company and the Office of the Public Counsel ("Public Counsel") with information regarding 

Staff’s investigation and the results of its investigation, including Staff’s initial recommendations 

for the resolution of the Company's Request.  Because there is no agreement at this time on an 

overall revenue requirement, Staff is not presenting workpapers that support the derivation of the 
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revenue requirement at this time.  Staff and the Company will continue negotiations in pursuit of 

reaching a settlement of the remaining issues. 

RESOLUTION OF THE COMPANY'S RATE INCREASE REQUEST 

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

of the above-referenced information regarding Staff's investigation of the Company's Request, 

Staff and the Company hereby state the following agreements:  

(1) The Auditing Unit conducted a full and complete audit of the Company’s 
books and records using the 9-month period ended December 31, 2015, updated 
to March 31, 2016, as the basis for the revenue requirement determined above.  
The audit findings can be found in Attachment A, incorporated by reference 
herein; 

(2) The schedule of depreciation rates in Attachment B, incorporated by 
reference herein, includes the depreciation rates used by Staff in its revenue 
requirement analysis and shall be the prescribed schedule of sewer plant 
depreciation rates for the Company;  

(3) The Company shall implement the following recommendation contained 
in the CMAU Report attached hereto as Attachment C and incorporated by 
reference herein, and provide proof of implementation to the Manager of the 
Commission’s CMAU:  

(a) Within ninety (90) days of the effective date of an order approving this 
Company/Staff Disposition Agreement, the Company will evaluate the 
benefits of charging and refunding customer deposits consistent with 
Commission Rule 4 CSR 240-13.030 and the Company’s tariffs, 
particularly in the Villages Water and Sewer Company Inc. service 
territory. 

(4) Within ninety (90) days of the effective date of an order approving this 
Company/Staff Disposition Agreement, the Company shall utilize timesheets for 
all employees to record work assignments and the time associated with each work 
assignment, function, and for each system. Time records assist in tracking the 
amount of time employees spend working on each sewer system, and aids in the 
development of corporate allocations. Timesheet information should be 
maintained in sufficient detail to capture the amount of time each employee 
spends on each system and each regulated utility operation/maintenance activities, 
as opposed to construction activities. Timesheets should also be used to track time 
by employee on non-regulated, merger and acquisition related activities. The 
Company shall provide proof of implementing this requirement to the Manager of 
the Commission’s Auditing Department. 
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(5) Within ninety (90) days of the effective date of an order approving this 
Company/Staff Disposition Agreement, the Company shall implement the 
following recommendation contained in the CMAU Report attached hereto as 
Attachment C and incorporated by reference herein, and provide proof of 
implementation to the Manager of the Commission’s CMAU:     

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

(6) Within one hundred and eighty (180) days of the effective date of an order 
approving this Company/Staff Disposition Agreement, the Company shall: 

(a) update its books and records to conform to the National Association 
Regulatory Utility Commission (NARUC) Uniform System of Accounts 
(USOA) for Class A and B Sewer Utilities; 

(b) develop Continuing Property Records (CPR) for all assets for its sewer 
systems. 

(c) The Company shall provide proof of implementing these requirements to 
the Manager of the Commission’s Auditing Department. 

(7) The Company shall mail its customers a final written notice of the rates 
and charges included in its proposed tariff revisions prior to or in conjunction 
with its next billing cycle. This shall be completed after issuance of the 
Commission report and order approving the rates following the evidentiary 
hearing.  The notice shall include a summary of the impact of the proposed rates 
on an average residential customer's bill.  When the Company mails the notice to 
its customers, it shall also send a copy to Staff’s Case Coordinator who will file a 
copy in this case; 

(8) Staff or Public Counsel may conduct follow-up reviews of the Company's 
operations to ensure that the Company has complied with the provisions of this 
Company/Staff Disposition Agreement; 

(9) Staff or Public Counsel may file a formal complaint against the Company, 
if the Company does not comply with the provisions of this Company/Staff 
Disposition Agreement; 

(10) The Company, Staff and Public Counsel agree that they have read the 
foregoing Company/Staff Disposition Agreement, that facts stated therein are true 
and accurate to the best of the Company’s knowledge and belief, that the 
foregoing conditions accurately reflect the agreement reached between the 
Company and Staff; and that the Company freely and voluntarily enters into this 
Disposition Agreement; and 

(11) The above agreements satisfactorily resolve all issues identified by Staff, 
Public Counsel and the Company regarding the Company's Request, except as 
otherwise specifically stated herein. 
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ISSUES FOR EVIDENTIARY HEARING 

Staff and the Company could not find a resolution for the following issues: cost of capital; rate of 

return; finder’s fees; net rate base; capital structure; revenue requirement; and the resulting tariff 

sewer rates.   Staff intends to file a request to present these issues at an evidentiary hearing for 

the Commission’s determination, unless a further settlement is reached.  

 

ADDITIONAL MATTERS 

Other than the specific conditions agreed upon and expressly set out herein, the terms of 

this Company/Staff Disposition Agreement reflect compromises between Staff and the 

Company.  

Staff of the Water and Sewer Department conducted an inspection of the facilities at the 

three utilities and completed a report, which is included as Attachment D.  Staff has completed a 

Summary of Case Events and has included that summary as Attachment E, to this 

Company/Staff Disposition Agreement. 

The Company acknowledges that Staff will be filing this Company/Staff Disposition 

Agreement and the attachments hereto.  The Company also acknowledges that Staff may make 

other filings in this case. 

Additionally, the Company agrees that subject to the rules governing practice before the 

Commission, Staff shall have the right to provide whatever oral explanation the Commission 

may request regarding this Company/Staff Disposition Agreement at any agenda meeting at 

which this case is scheduled to be considered by the Commission.  Subject to the rules governing 

practice before the Commission, Staff will be available to answer Commission questions 

regarding this Company/Staff Disposition Agreement.  To the extent reasonably practicable, 

Staff shall provide the Company with advance notice of any such agenda meeting so that it may 

have the opportunity to be present and/or represented at the meeting. 
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AUDITING DEPARTMENT RECOMMENDATION MEMORANDUM 
 

TO:   Curtis Gateley, Water and Sewer Department, Case Coordinator 

Whitney Payne, Legal Counsel 

Kevin Thompson, Chief Staff Counsel 

 

FROM: Paul R. Harrison, Utility Regulatory Auditor 

  Matthew Young, Utility Regulatory Auditor 

  Jermaine Green, Utility Regulatory Auditor 

Auditing Department Staff 

 

SUBJECT:  Auditing Department’s Findings and Recommended Cost of Service 

          Raccoon Creek Utility Operating Company, Inc. 

Case No. SR-2016-0202 

 

DATE: August 23, 2016 

 
Raccoon Creek Utility Operating Company, Inc. (“Raccoon Creek” or 

“Company”) filed a rate increase request with the Missouri Public Service Commission 

(“Commission”) on February 2, 2016.  The proposed increase is in the amount of 

$529,557 for these three sewer systems and, if approved, would result in an increase over 

current revenues of approximately 334%, 334%, and 334% for the West Sixteenth Street 

(WSS), Villages and WPC sewer systems, respectively.  Raccoon Creek currently serves 

approximately 500 sewer customers in and around Knob Noster and Sedalia, Missouri.  

After Raccoon Creek’s filing, the Commission’s Staff (“Staff”) performed an audit of 

Raccoon Creek sewer operations to determine whether a rate increase was appropriate, 

and if so, the amount thereof that was reasonable.   

Based upon Staff’s examination of Raccoon Creek’s books and records, along 

with discussions with the Company’s employees, Staff’s recommended revenue 

requirement calculation for Raccoon Creek, using a return on equity (ROE) of 12.5%, is 

$316,534 for the three sewer systems. This revenue requirement amount requires an 

increase in Raccoon Creek’s current sewer rates of approximately 158%, 210% and 

176% for WPC, Villages and WSS respectively.  Attached to this Memorandum are 

Staff’s Accounting Schedules and relevant workpapers related to its review and audit of 

Raccoon Creek’s financial operations. 

Test Year and Update Period 

Staff used a test period in this case consisting of the nine months ending 

December 31, 2015, with an update period through March 31, 2016, in order to develop 

its revenue requirement recommendation in this case.
1
  Staff annualized revenues and 

                                                           
1
 Staff normally uses a “test year” (twelve months of actual financial data) as a starting point of its 

analysis of a utility’s request to increase its customer rates.  However, twelve months of accurate 

financial data for the Raccoon Creek operations was not available to the Staff for this audit.  Instead, 

Staff relied upon financial information put together by Central States Water Resources after its 
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expenses based on the nine months of data available from Central States Water Resources 

(CSWR), the parent company that acquired the Raccoon Creek assets in March of 2015, 

during the course of its audit and updated this data through March 31, 2016.  

Corporate Allocation 

CSWR is a corporation which currently has three regulated Missouri operating 

companies (Raccoon Creek, Hillcrest Utilities and Indian Hills), but is currently 

considering acquiring several other Missouri water and sewer utilities. Each operating 

system has specific costs that are directly assigned on its books and records, therefore 

requiring no allocation. However, other costs are incurred by the corporation (i.e.: 

payroll, payroll taxes, office supplies, outside services, property insurance, employee 

benefits, rent, etc.) that are allocated to Hillcrest, Raccoon Creek, Indian Hills and three 

other utilities that will potentially be acquired. CSWR allocated approximately 14% of 

these corporate costs to Raccoon Creek on this basis, which is the same allocation factor 

that CSWR used for Hillcrest Utilities. Staff developed an allocation factor based on a 

combination of each systems construction improvement costs and the number of 

customer served by CSWR for the same six systems, three of which are CSWR’s current 

operating companies and three of which may be acquired in the future. Staff’s allocation 

factor for Raccoon Creek was calculated as 17.01% and this factor was used to allocate 

corporate costs in Staff’s workpapers and accounting schedules. In addition, after 

corporate costs are allocated to Raccoon Creek, they must be allocated between the three 

stand-a-alone systems, WPC, Villages and WSS. Staff allocated the Raccoon Creek’s 

corporate costs between these three systems by using Staff’s annualized customer 

numbers for each of these three systems. As a result, Staff’s allocation factor for these 

three systems are; WPC 13%, Villages 52.40%, and WSS 34.60%.  

Rate Base 

CSWR closed on purchase of the WPC, Villages and WSS sewer systems in 

March of 2015 and combined the companies under a single entity name, Raccoon Creek 

Utility Operating Company Inc. Since acquiring the Company, CSWR has invested 

approximately $474,712, $519,872 and $435,204, respectively, for sewer improvements 

required to upgrade the three systems to Department of Natural Resource standards and 

to improve quality of service for the Raccoon Creek ratepayers.  In addition to purchasing 

the three systems above, CSWR acquired the sewer infrastructure and land rights of 

Woodland Lake Estates (“Woodland”) subdivision, which was an unregulated sewer 

system adjacent to WPC.  Woodland is also part of the Raccoon Creek utility.  While the 

purchase price for Woodland was minimal, CSWR incurred legal costs related to the 

transfer of titles and land easements necessary for this acquisition.  To service the 

customers of Woodland, a gravity collection line was built to feed effluent from 

Woodland to WPC’s collection infrastructure and treatment facility. 
                                                                                                                                                                   

acquisition of the Raccoon Creek properties, which does not reflect data prior to March 31, 2015, as a 

starting point for its audit analysis of Raccoon Creek.   
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To update WPC’s and WSS’s rate base, Staff began with the plant and 

depreciation reserve balances identified in Case No. SM-2015-0014, Raccoon Creek’s 

acquisition case and updated these amount through March 31, 2016.  For The Villages, 

the Stipulation and Agreement from the acquisition case contained the following 

paragraph regarding the value of rate base:. 

For Village, Raccoon Creek will use the account balances 

shown in Attachment C to the Staff Memorandum as 

further adjusted by such additional contributions in aid of 

construction (CIAC) as is necessary to establish a rate base 

of $60,000, as of closing.  Further, in Raccoon Creek’s first 

rate case, the rate base associated with the Village system 

as of closing for ratemaking purposes will be the lesser of: 

(1) $60,000; or, (2) the rate base as of closing determined 

in that rate case…
2
 

To honor the Stipulation and Agreement from the acquisition case, Staff increased 

the balance of Villages’ CIAC in order to reconcile Raccoon Creek’s net rate base level 

to the agreed level of $60,000.   

Staff has included the cost of CSWR’s plant improvements in Raccoon Creek’s 

current cost of service. In order to ensure accuracy of the Company’s plant in service and 

accumulated depreciation reserve, Staff examined plant levels, additions and retirements 

using the general ledger from April 1, 2015 to March 31, 2016, for CSWR and Raccoon 

Creek. Staff reviewed all invoices relating to the additions of plant in service for the 

sewer improvements.  As a result of review of the invoices and general ledger related to 

capital expenditures, the following adjustments were proposed: 

- Staff made adjustments to the test period books to equal invoiced amounts. 

- Staff made adjustments to reduce the booked amount for some legal services 

which were not related to Raccoon Creek. 

- Staff did not include costs that were unsupported by the Company.  These 

costs are identified in Staff Data Request Nos. 11 and 14. 

- Staff included in capital costs an allowance for funds used during construction 

(AFUDC).  AFUDC was calculated by applying the cost of long-term debt to 

monthly capital expenditures.   

- In the Raccoon Creek cost of service, Staff included a 10 year amortization of 

organizational costs that is booked to USOA Account 301.  Staff recommends 

                                                           
2
 Reference beginning on Page 4 of Stipulation and Agreement Case No. SM-2015-0014 
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that future amounts collected in rates above and beyond the original costs that 

were booked to Account 301 be used to offset any future cost of service. 

- Staff included a 20 year amortization of the cost of sludge removal for the 

Villages that is booked to USOA Account 303. Staff recommends that future 

amounts collected in rates above and beyond the original costs that were 

booked to Account 303 be used to offset any future cost of service. 

- Staff retired various amounts from the treatment and disposal equipment from 

plant in service and booked Contributions in Aid of Construction (CIAC). 

Plant in Service, Depreciation Reserve, CIAC, CIAC Amortization and 

Prepayments were updated through March 31, 2016. For Prepayments, Staff allocated a 

17.01% average of the CSWR balances for the most current six month period ending 

March 31, 2016.  

Staff’s ending balance of net rate base as of March 31, 2016 for WPC is 

$459,593, for Villages is $711,999 and for WSS is $485,716, for a total net rate base for 

Raccoon Creek of $1,657,308  

Depreciation Rates 

The depreciation rates used in this case were provided by Mr. Keenan Patterson of 

the Staff’s Engineering Analysis Unit. 

Revenues 

For purposes of annualizing sewer revenues for these three systems, Staff used 

the average number of customers for the 12-months ending March 31, 2016 that were 

receiving service for WPC, Villages and WSS to determine customer growth. These 

customer numbers were multiplied by the current monthly tariff rate, and then multiplied 

by twelve to derive the annualized customer charge for revenues. Staff’s analysis of 

revenues for the Company produced an annualized level of $39,340, $73,821 and 

$54,848 for WPC, Villages and WSS sewer customers, respectively. Staff’s adjusted 

level of sewer revenues for Raccoon Creek reflects the amount that should have been 

billed to customers, not the amount actually billed by Nitro Services, LLC, the vendor 

providing billing services to Raccoon Creek. In addition, Staff calculated an annualized 

amount of late fees for WPC and WSS. The annualized late fees for these two systems as 

of March 31, 2016 were $577.50 for WPC and $1,155 for WSS.  

 

  Account 904 – Bad Debt Expense or Uncollectable Account 

As of December 31, 2015, WPC, Villages and WSS has an accumulated total of 

$3,172 (WPC $381, Villages $2,173 and WSS $618) in bad debt on their books. This 

amount is 2.01% of Raccoon Creek’s current annualized revenue level.  One contributing 
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factor to the Company’s current high level of bad debt expense may be the fact that Raccoon 

Creek does not have authority in its tariffs to collect customer deposits from higher risk 

customers and is not performing such deposit collections.  Audit Staff is making an 

adjustment to decrease bad debt expense for Raccoon Creek by $1,586 to allow for a more 

reasonable level of this expense in this case. Audit Staff also recommends that, on a going 

forward basis, CSWR change its Tariffs to include authority to collect customer deposits 

consistent with the provisions permitted by 4 CSR 240 13-13.030 and evaluate the benefits 

of charging customers deposits that meet the customer deposit criteria defined in 

Commission rules.      

 

Weighted Cost of Capital 

The rate of return and capital structure used to develop Staff’s recommended 

revenue requirement in this case were provided by Ms. Shana Griffin of the Staff’s 

Financial Analysis Unit.  Staff’s recommended capital structure, equity, and interest rate 

for Raccoon Creek is 75% long term debt and 25% common equity, equity is 12.15% and 

interest is 8.15%. Staff’s overall rate of return for Raccoon Creek is 9.15%.    

 

Payroll, Payroll Tax, and 401(K) 

Currently, CSWR has three employees. The President is Mr. Josiah Cox, along 

with a Chief Financial Officer (CFO), Mr. Jack Chalfont and an office manager, Ms. 

Brenda Eaves. 

Staff compared each employee’s base salary against the annual wage for similar 

occupations listed on the Missouri Economic Research and Information Center (MERIC) 

website to determine if CSWR employee’s pay scale was comparable to salaries paid 

within the St. Louis Region. Staff’s analysis determined that the base salary for each 

employee was not comparable to the annual wage for a mean (average) individual in the 

same occupation according to the MERIC database. Therefore, Staff made adjustments to 

CSWR’s payroll to align each individual’s salary with the average MERIC levels.  

The President completes a timesheet allocating his hours between different 

operating companies and functions, but the office manager and CFO did not keep track of 

their hours using timesheets until November of 2015.The President, CFO and Office 

Manager needs to develop better timesheets to identify the hours that they are working by 

system and by description.  It is not always possible to determine the hours that each 

employee is working on each system and sometimes it is difficult to identify the tasks 

that they are working. Therefore to account for payroll, Staff calculated the employee 

salaries by using Staff developed corporate allocation factor (mentioned above) of 

17.01% and multiplying that number by the MERIC “mean” or “average” hourly wage to 

annualize payroll for Raccoon Creek. 
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To account for the amount of labor that is associated with construction activities, 

Staff applied an estimated Operation and Maintenance expense ratio (O&M expense 

ratio) to the CSWR employee’s payroll expense. Staff has requested any available data 

pertaining to the actual amount of time each employee spends on construction and 

operations related activity, respectively, from the Company, but has not received 

adequate information from Raccoon Creek on this matter.  Therefore, Staff estimated an 

85% O&M expense ratio for the President and a 92% O&M expense ratio for the Office 

Manager and CFO. These O&M ratios are comparable to other small utilities that Staff 

has audited and is a conservative number when considering all of the plant improvements 

that have occurred at Raccoon Creek over the past several months. If the Company 

provides Staff with a more accurate analysis of the amount of labor that should be 

capitalized for Raccoon Creek at a later date, Staff will update the O&M ratio at that 

time.   

Staff calculated payroll taxes based on Staff’s annualized base salary and the 

current tax rates. In addition, CSWR has a 401K plan for its employees. CSWR is 

matching up to 3% of each employee’s pay for the Company 401k plan. Therefore, Staff 

has included the Company’s match (3%) into its cost of service for Raccoon Creek.   

Staff applied the 17.01% corporate allocation factor for payroll taxes and 401K for all 

CSWR employees.  

Employee Benefits 

CSWR provides medical, dental, vision, and life insurance for their employees.  

Staff reviewed all of the invoices for the benefits in the test period in order to determine 

the level of insurance that should be included in the cost of service. 

 

CSWR is paying 99% of the premium for health, dental and vision insurance, 

with 1% to be paid by the employee. All Missouri utilities of which Staff is aware require 

their employees to assume a greater percentage of responsibility for health benefits.  

After reviewing the practices of other water and sewer companies, Staff determined 90% 

was a more reasonable level for CSWR employees to pay. Therefore, Staff annualized the 

health, dental, and vision insurance by multiplying the monthly premium (90%) in effect 

as of March 2016 by 12 months to arrive at an annual amount.  Staff then allocated the 

corporate level of medical, dental and vision insurance premiums by 17.01% for Raccoon 

Creek. 

  

CSWR provides its CFO and office manager positions life insurance based on two 

years of their salary. Staff reviewed other utilities’ level of life insurance and determined 

a two year salary basis was reasonable. However, Mr. Cox is provided a $2.5 million 

insurance policy with the premiums being paid by CSWR. Staff believes that this amount 

of coverage is excessive, so Staff made an adjustment to remove the premiums for the 

$2.5 million policy for Mr. Cox and instead included life insurance valued at two years of 
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Staff’s annualized salary level for Mr. Cox in the Cost of Service. Staff annualized 

Accidental Death & Dismemberment, Long Term Disability, and Short Term Disability 

premium rates as of March 31, 2016, and allocated 17.01% of the amount of these 

premiums to Raccoon Creek.  

 

Workman’s Compensation Insurance 

Workers’ compensation insurance was adjusted by taking the amount of the 

premiums for the applicable period and adjusting the test year to match the amount of the 

premiums. Staff applied the corporate allocation of 17.01% for this expense to Raccoon 

Creek. 

Maintenance Expense 

Staff reviewed all invoices related to repairs and maintenance expense booked to 

Accounts 732 and 752 for sewer operations through March 31, 2016. Staff annualized the 

test year maintenance expense for these accounts as of March 31, 2016.   

Operations Expense 

1. Purchased Power 

Staff has reviewed the electric bills from KCPL-Greater Missouri Operations 

to determine the annualized amount of electricity expense to include for 

Raccoon Creek in the rates for sewer operations. Staff annualized this expense 

by averaging the monthly amount over nine months and then multiplying that 

average by twelve months.  

2. Chemicals 

Staff reviewed the invoices regarding chemical expense for Account 

741(sewer) for Raccoon Creek from the beginning of April 2015 through 

March 31, 2016. Based on this analysis, Staff annualized the level of this 

expense over a twelve month period and included that amount in Staff’s cost 

of service.  

3. Testing Expense  

Staff reviewed all invoices within the test year related to sewer testing.  Staff 

annualized the level of this expense over a twelve month period and included 

that amount in Staff’s cost of service.  

Travel Expenses 

Staff reviewed all documents pertaining to travel expenses for CSWR during the 

test year. In addition, Staff reviewed mileage claimed by Mr. Cox and included only the 
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mileage expenses directly charged to Raccoon Creek. Staff also reviewed meal receipts 

and only allowed meal amounts that were related to Raccoon Creek. Mr. Cox and Mr. 

Chalfant received a flat monthly fee of $900 for use of their personal vehicles. Mr. Cox 

also charged mileage for the use of his personal vehicle. Staff removed all expenses 

relating to the monthly rate for vehicles.  

Communication Expense 

Staff examined the amounts of AT&T Wireless payments and Spectrum payments 

made by CSWR during the test year. Since Mrs. Eaves, the office manager, uses her work 

cell phone for personal communication, Staff disallowed half of the expense. Staff 

annualized communication expense by developing a monthly level using the data that 

was available in the general ledger and Company invoices. Staff then applied the 

corporate allocation factor of 17.01% to CSWR’s communication expense. 

Property Insurance  

CSWR has Property, Environmental, and Excess Liability over General Liability 

Insurance in place for Hillcrest and Raccoon Creek.  

Property Insurance includes insurance for building, personal property and 

business income with extra expenses including “rental value” for five systems (two 

Hillcrest properties and three Raccoon Utility properties). After reviewing the policy and 

talking with the Company, Staff determined that the insurance for business income with 

extra expense including “rental value” is an inappropriate cost for Raccoon Creek 

customers to pay. Staff removed the percentage that was allocated to the business income 

premium from Raccoon Creek. Staff only included property insurance premiums for the 

three Raccoon Creek properties. Staff adjusted the environmental and excess liability for 

environmental insurance to match the amount of the insurance premiums for the three 

Raccoon Creek systems. 

Certified Operator  

Raccoon Creek has a contract with O&M Enterprises Inc. (O&M) regarding 

operation of the three wastewater treatment facilities. The contract start date is March 

2015 and is effective for a 10 year period. Raccoon Creek pays O&M an operator fee for 

basic service annualized at $59,160 ($4,930 a month). These fees would be allocated 

between the WPC (13.00%), Villages (52.40%) and WSS (34.60%) cost of service. Staff 

included an annualized level of twelve months of this expense in Raccoon Creek’s cost of 

service.   

Billing and Collection 

Raccoon Creek also has a contract with Nitro Services, LLC regarding billing, 

payment collection, customer service, and coordination services as of April of 2015. 
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Nitro monthly fee is $2.00 per customer per month for customers up to 5,000 customers. 

This fee includes postage and materials for billing each customer. These fees are directly 

assigned to Raccoon Creek water and sewer. 

Rate Case Expense / Regulatory Commission Expense (PSC and DNR) 

Staff included the actual costs incurred by Raccoon Creek for rate case expense as 

of March 31, 2016, directly relating to this case (Case No. SR-2016-0202). Staff’s rate 

case expense adjustment is based upon all costs associated with filing and bringing this 

case before the Commission, such as outside consulting fees and employee travel 

expenditures. The ultimate amount of rate case expense incurred by the Company in this 

proceeding will be directly associated with the length of the case up through the 

settlement conference and hearing process, if applicable. Staff will continue to update 

these costs throughout the course of the case.  Staff is proposing to normalize this cost 

over a three-year (3-year) period.   

In addition to rate case expense, Staff has included an annualized amount for the 

Company’s PSC assessment expense that was issued for fiscal year 2016. Staff also 

included an annualized amount for DNR fees.  

Property Tax 

Property taxes are those taxes assessed by state and local county taxing authorities 

on a utility’s “real property” as of January 1
st
 of each year. On the first of each year, 

utilities are required to file with the taxing authorities a valuation of their utility property 

owned as of the January 1 assessment date. Property tax bills are issued to the utilities 

with “due dates” of December 31 of the same year.  

Since CSWR has not owned Raccoon Creek for a full year and has made 

improvements that have not been assessed on taxes, the taxes for this case are based on 

the minimum assessed value of plant in place prior to CSWR’s acquisition.  

Additional Adjustments 

Staff has reflected additional adjustments in its cost of service to annualize 

amounts related to: 1) Customer Account Expense; 2) Outside Services Employed; 3) 

Rents; and 4) Amortization of a portion of prior Contributions in Aid of Construction 

(CIAC).   

Staff also excluded from the cost of service amounts relating to: 1) invoices that 

did not match the General Ledger; 2) non-reoccurring expenses; and 3) an adjustment for 

CIAC offset for depreciation expense. 

Audit Staff Recommendations for Raccoon Creek Company:  
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1) The Acquisition case for Raccoon Creek was completed in March 2015 and the former 

WPC, Villages and WPC tariff rate was adopted by Raccoon Creek in April 2015. Therefore, 

Staff generally had to rely on less than twelve months of actual revenue and expense 

information to determine the cost of service for Raccoon Creek sewer operations in the 

current case. Normally, Staff would be able to review a full twelve months of financial data 

for purposes of developing a cost of service for a utility. Therefore, Staff recommends the 

Commission approve as part of the disposition agreement with the Company in this case for 

it to file another rate case or Staff shall initiate a rate review in 12-18 months in order to 

develop a more normal cost of service based on additional actual revenue and expense 

information beyond what was available in this proceeding. At that point in time, the 

Company will be operating under ownership of CSWR for approximately one and half to 
two years and Staff will be able to identify any variances between a cost of service 
based on a full test year and the one developed in this case. This recommendation 
should be completed within 12 to 18 months of any Commission order issued in 
this Case, No. SR-2016-0202. 
   

2) Timesheets must be utilized for all employees to record work assignments and the time 

associated with each work assignment, function, and for each system. Time records assist 

in tracking the amount of time employees spend working on each water and sewer 

system, and aids in the development of corporate allocations. Timesheet information 

should be maintained in sufficient detail to capture the amount of time each employee 

spends on each system and each regulated utility operation/maintenance activities, as 

opposed to construction activities. Timesheets should also be used to track time by 

employee on non-regulated, merger and acquisition related activities. This 
recommendation should be completed within ninety (90) days of any 
Commission order issued in this Case, No. SR-2016-0202.  

3) CSWR needs to develop a better employee timesheet for hours spent working on 
each system.  This timesheet should provide a description of the job performed; 
number of hours spent and breakout the hours by system. This recommendation 
should be completed within ninety (90) days of any Commission order issued 
in this Case, No. SR-2016-0202.  

4) CSWR needs to continue to update its books and records to conform to the National 

Association Regulatory Utility Commission (NARUC) Uniform System of Accounts 

(USOA) for Class A and B Sewer Utilities. This recommendation should be 
completed within one hundred and eighty (180) days of any Commission 
order issued in this Case, No. SR-2016-0202. 

5) CSWR needs to develop Continuing Property Records (CPR) for all assets for its water 

and sewer systems. This recommendation should be completed within one 
hundred and eighty (180) days of any Commission order issued in this Case, 
No. SR-2016-0202. 
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Schedule of Depreciation Rates 

 



ACCOUNT 

NUMBER ACCOUNT DESCRIPTION

DEPRECIATION 

RATE

AVERAGE SERVICE 

LIFE (YEARS)

NET 

SALVAGE 

COLLECTION PLANT

352.1 Collection Sewers (Force) 2.0% 50 0%

352.2 Collection Sewers (Gravity) 2.0% 50 0%

353 Services (A & B) 2.0% 50 0%

PUMPING PLANT

362 Receiving Wells 4.0% 26 -5%

363 Electric Pumping Equipment 10.0% 10 0%

TREATMENT & DISPOSAL PLANT

371 Structures & Improvements 3.7% 30 -10%

372 Treatment & Disposal Facilities 5.0% 22 -10%

372.1 Oxidation Lagoons 4.6% * 22 -60%

373 Plant Sewers 2.5% 40 0%

374 Outfall Sewer Lines 2.0% 50 0%

GENERAL PLANT

391 Office Furniture & Equipment 5.0% 20 0%

391.1 Office Electronic & Computer Equip. 14.3% 7 0%

393 Stores Equipment 4.0% 25 0%

394 Tools, Shop, and Garage Equipment 5.0% 18 10%

397 Communication Equipment 6.7% 15 0%

* The depreciation rate for Account Number 372.1 is a remaining life rate based on a 22-year remaining

life.

RACCOON CREEK UTILITY OPERATING COMPANY, INC.

SCHEDULE OF DEPRECIATION RATES

(SEWER)

SR-2016-0202
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REPORT OF CUSTOMER SERVICE AND BUSINESS OPERATIONS REVIEW 

Consumer and Management Analysis Unit 

Small Company Rate Increase Request 

Case No. SR-2016-0202 

Raccoon Creek Utility Operating Company, Inc. 

Brooke Richter and Lisa Kremer 

 

The Consumer and Management Analysis Unit (CMAU) staff of the Missouri Public 

Service Commission (“Commission”) initiated an informal review in March 2016 of the 

customer service and business processes, procedures, and practices of Raccoon Creek Utility 

Operating Company, Inc. (“Company”).  The review was performed in response to the 

Company’s request for a rate increase in Case No. SR-2016-0202, which was filed on February 

2, 2016.  The Company’s request is for an increase of $529,557 in its annual sewer system 

operating revenues.   

The CMAU staff examined the Company’s tariffs, annual reports, Commission complaint 

and inquiry records, and other documentation related to the Company’s customer service and 

business operations.  In preparation of this report, the CMAU staff submitted data requests to the 

Company, performed an on-site interview with three company employees and conducted a 

conference call with Company personnel.  The CMAU staff’s review of the Company resulted in 

the following recommendation: 

THE CMAU STAFF RECOMMENDS THAT COMPANY MANAGEMENT: 

1. Evaluate the benefits of charging and refunding customer deposits consistent with 

Commission Rule 4 CSR 240-13.030 and the Company’s tariffs, particularly in 

the Villages Water and Sewer Company Inc. service territory.  This 

recommendation should be completed within ninety (90) days of the effective date 

of any Commission order issued in Case No. SR-2016-0202.   

 

The purpose of the CMAU is to promote and encourage efficient and effective utility 

management.  These objectives contribute to the Commission’s overall mission to ensure that 

customers receive safe and adequate service at reasonable rates while providing utilities the 

opportunity to earn a fair return on their investment. 
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The objectives of this review are to document and analyze the management control 

processes, procedures, and practices used by the Company to ensure that its customers’ service 

needs are met and to make recommendations, where appropriate, by which the Company may 

improve the quality of services provided to its customers.  The findings of this review will also 

provide the Commission with information regarding the Company’s customer service and 

business operations. 

The scope of this review focuses on processes, procedures, and practices related to: 

 Customer Billing 

 Payment Remittance 

 Credit and Collections 

 Complaints and Inquiries 

 Customer Communication 

This report contains the results of the CMAU staff’s review. 

History 

Raccoon Creek Utility Operating Company serves three separate sewer systems located 

in Knob Noster and Sedalia, Missouri. Each system has distinct tariff provisions.  The 

Commission order issued in Case No. SM-2015-0014, which became effective on December 24, 

2014, granted Raccoon Creek a certificate of convenience and necessity and authorized Raccoon 

Creek to acquire the assets of Village Water and Sewer Company (Village), West 16
th

 Street 

Sewer Company (WSS) and W.P.C. Sewer Company (WPC).  

The Village Water and Sewer Company, Inc. was first authorized by the Commission in 

1989 to provide sewer service in an area commonly known as the Villages of Whiteman in Knob 

Noster, Missouri.  The West 16
th

 Street Sewer Co. was purchased and first authorized by the 

Commission in 1988 to provide sewer service in the Hunter’s Ridge residential development in 

Sedalia, Mo. The W.P.C. Sewer Company was first certificated by the Commission to provide 

sewer service in Missouri in 1989 in South Walnut Hills, a residential development in Sedalia, 

Mo. The Company provides sewer service to a total of approximately 500 customers in all three 

systems. There has been considerable change in the number of customers over the past year, 

however, limited growth is anticipated.  Customer service and business office operation reviews 

have not been conducted by the CMAU staff since Raccoon Creek was granted its Certificate in 

March 15, 2015.  Prior to the acquisition by Raccoon Creek Utility Operation Company, CMAU 
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staff previously performed a customer service review of W.P.C. Sewer Company in 2013 in Case 

No. SR-2013-0053, and a review of West 16
th

 Street Sewer Company in 2008 in Case No. SR-

2008-0389.  There has been no previous customer service review of The Villages Water and 

Sewer Company.  

Overview 

Josiah Cox is the owner/president of Central States Water Resources (CSWR).  CSWR is 

a private regulated water utility company that provides water & wastewater management 

facilities for underserved communities.  Raccoon Creek Utility Operating Company, Inc. is a 

subsidiary of CSWR.  An office manager performs all business office operations and the 

Company contracts with O&M Enterprises, Inc. to perform all outside operations and 

maintenance.  Outside operations activities include emergency service calls, manhole repair and 

maintenance, service and utility construction inspections, sewer main flushing, lagoon repair and 

maintenance, chemical application to lagoon cells, and fence repair and upkeep.  Company 

personnel represent that time associated with Company work activity is tracked for all employees 

on QuickBooks software and the CMAU staff has reviewed these timesheets. 

The Company’s business office is located at 500 Northwest Plaza Drive, Suite 500, St. 

Ann, Missouri 63074 and hours of operation are 7:00 a.m. to 4:00 p.m. Monday thru Friday.  The 

Company has a contract with Nitor Billing to provide 24/7 customer support for any billing 

questions.  Business office operations of CSWR include maintaining customer account records, 

responding to customer complaints and inquiries, answering the phone, opening the mail, and 

processing payments for contracting services.  The president also responds to emergency 

customer calls. 

Customer Billing 

Raccoon Creek Utility Operating Company contracts with Nitor Billing to generate and 

mail all customer bills.  Company personnel indicate that the monthly bills are mailed on or 

about the 4th of each month, with customer bills due 21 days from the date the bills are mailed.  

Raccoon Creek Utility Operating Company uses QuickBooks software to maintain customer 

records.  Office personnel assert that customer account data is backed up to a cloud database 

whenever account modifications are made.     
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Payment Remittance 

Customer payment options include check, debit card, credit card, or E-check.  Customers 

incur no fees for use of any of the payment options.  Nitor Billing processes all payment 

remittance.  Most payments are received in the mail or online through Nitor’s web-based 

software, Munibilling.  Company personnel assert that bill payments are processed, recorded, 

and deposited on the day they are received.   

Credit and Collections 

Customers requesting sewer service are currently required to complete an application. 

They must complete an application online on the Company’s website.  A security deposit is not 

required as a condition for providing service.  Company personnel indicate that returned checks 

have not been a problem.  The Company has received and processed only one returned check 

since it was certified in March 2015.  The Village’s current tariff does not have a provision for a 

returned check fee.  However, WSS and W.P.C.’s current tariff has a $25 returned check fee 

provision.  The Company is currently not charging a returned check fee on any of the three sewer 

systems.  

The Company has an established procedure for handling delinquent accounts.  The 

following illustration shows the actions that are taken on delinquent accounts: 
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Delinquent Account Actions 

Bill Date

(March 4)

Due Date

(March 27)

Delinquent Customers are Mailed 

a Late Notice  

(April 15)

Delinquent Customers are Mailed 

a Final Discontinuance Notice

(June 18)

Delinquent Customers are Mailed 

a Discontinuance Notice  

(May 21)

Late Payment Fee May be 

Applied   

(March 28)

Delinquent Customers are 

Subject to Discontinuance

(June 23)

 

 

As shown in the illustration for bills with a bill date of March 4th, Company personnel 

indicate that customers with unpaid accounts may be assessed a late payment fee of the balance 

due on the 27th of the month.   The Company has informed CMAU staff that they started 

applying late fees in December 2015.  Late fee provisions are addressed in each Company tariff.   

A late notice is mailed by the middle of the month following a delinquent bill, a discontinuance 
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notice is mailed after the middle of the following month, and a final notice is mailed about the 

middle of the next following month, about four days before the service is subject to 

discontinuance (June 23
rd

 in the illustration).     

Raccoon Creek Utility Operating Company personnel indicated that as the Company was 

working to get all of its customers current on their bills, they started sending disconnect notices 

in November 2015. As a result of sending these notices, three customers have been disconnected 

since November 2015.  The Company’s tariff includes a provision for a reconnect fee for any 

nonpaying customer that would have service discontinued.  The WSS sewer system reconnect 

fee is $150 and the fee for the Villages and W.P.C sewer systems varies based on the cost of 

reconnection.  Currently the Company is only charging a $50.00 reconnect fee for a nonpaying 

customer at any of the three sewer systems that would have service discontinued.  The Company 

does not use a collection agency to pursue the collection of amounts owed to Raccoon Creek 

Utility Operating Company.  Thirty-eight uncollectible sewer accounts, with a total of $3,303.60, 

have been written-off since Raccoon Creek acquired the three systems in March 2015. Thirty-

three of these thirty-eight uncollectible accounts are from the Villages sewer system.  The 

Company has communicated with the CMAU staff that most of these customers are from 

Whiteman Air Force Base.  

 

 Complaints and Inquiries 

Customers with questions or concerns may call the telephone number appearing on their 

bill, which is the Nitor billing answering service.  This number is a 24/7 toll-free telephone 

number that is auto-transferred to O&M’s emergency number if it is a maintenance emergency.  

If it is a billing question or concern, the call will be answered by the Nitor billing answering 

service.  Nitor billing answering service keeps a log of all calls that the Raccoon Creek Office 

Manager can view at any time.  If it is a general Company question or complaint, then Nitor 

billing answering service will transfer the call to Raccoon Creek’s Office Manager.  Company 

personnel indicate that customer contacts are recorded on the Customer Complaint Log that 

includes the date, customer name, phone number, address, and reason for the contact.  A review 

of the Commission’s complaint/inquiry records since the Company was certified in March 2015 

shows there have been three complaints. 
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Customer Communication 

The Company has an informational brochure which contains information required by 

Commission Rule 4 CSR 240-13.040.  The Company is currently sending the brochure to all new 

customers. Current customers will soon be able to find the brochure available to view online on 

the Company’s website at http://www.centralstateswaterresources.com.  Some information is 

also conveyed through a newsletter when there are expected major water disruptions that take 

place.  

Findings, Conclusions, and Recommendations 

The following discussion presents a summary of the findings, conclusions, and 

recommendations pertaining to the Company’s customer service operations.  Recommendations 

resulting from rule or tariff violations are specifically noted and associated with a 90-day 

implementation requirement.   The information presented in this section focuses on the following 

issue that requires Company management’s attention: 

 Customer Deposits 

Customer Deposits 

Delinquent account write-offs in the Villages sewer system totaled 33 customer accounts 

with a dollar value of $2,181.88 in 2015 and were significantly higher in this service territory 

than the remaining two systems.  While there is no current provision for customer deposits in any 

of the three Raccoon Company tariffs’, such provisions are proposed by the Commission Staff in 

the Company’s present rate case.  CMAU staff recommends that the Company evaluate 

collecting customer deposits consistent with Commission Rule 4 CSR 240-13.030, particularly 

from the Villages sewer system, as this may mitigate the amount of bad-debt write-offs which 

are ultimately included in rates paid by the balance of the Company’s rate payers.  

THE CMAU STAFF RECOMMENDS THAT COMPANY MANAGEMENT: 

Evaluate the benefits of charging and refunding customer deposits consistent with 

Commission Rule 4 CSR 240-13.030 and the Company’s tariffs, particularly in 

the Villages Water and Sewer Company Inc. service territory.  This 

recommendation should be completed within ninety (90) days of the effective date 

of any Commission order issued in Case No. SR-2016-0202.   
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Implementation Review 

The CMAU staff will conduct a review of the Company’s progress regarding the 

implementation of the one recommendation made in this report. 
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Water and Sewer Department Report 

 



REPORT OF WATER AND SEWER UNIT 

FIELD OPERATIONS AND TARIFF REVIEW  

Raccoon Creek Utility Operating Company, Inc. 

Case No. SR-2016-0202 

Jon Dallas / David Spratt / Curt Gateley 

Background 

Raccoon Creek Utility Operating Company, Inc. (Company) received its certificate of convenience 

and necessity from the Missouri Public Service Commission (Commission) November 24, 2014 in 

case number SM-2015-0014.  This Company was formed by purchasing Village Water and Sewer 

Company, Inc. (near Whiteman Air Force Base in Knob Noster in Johnson County); W.P.C. Sewer 

Company; and West 16
th

 Street Sewer Company, Inc. (in Sedalia in Pettis County).  These three 

systems collectively provide service to approximately 500 sewer customers.  The Commission’s 

Water and Sewer Staff (Staff) performed an inspection on the sewer systems.  Staff’s findings and 

recommendations for the Company are listed below.  

The Villages at Whiteman  

Treatment Facility 

The sewer system at the Villages near Whiteman Air Force Base in Knob Noster in Johnson County is 

a three-cell lagoon.  The Missouri Department of Natural (DNR) issued a notice of violation (NOV) 

in September of 2012 for a variety of issues which required the lagoon to be upgraded.  The Company 

has addressed the following issues included in the NOV:   

 10 CSR 20-8.180 (4) (C) 3 – Failed to furnish at least two operational blowers which provide 

adequate/uniform mixing. 

 Sections 644.051.1(3) and 644.076.1, RSMo, and 10 CSR 6.010 (8) (A) 4 – Failed to operate 

and maintain facilities (remove sludge, reseed disturbed areas, maintain equipment) to comply 

with the Missouri Clean Water Law and Special Conditions #6, Water Quality Standards, of 

MSOP MO-0109142. 

 Sections 644.051.1 (1) and 644.076.1, RSMo, 10 CSR 20-7.015(8), and 10 CSR 20-7.031(3) – 

Caused pollution of a tributary to Long Branch Creek, waters of the state, by reducing the 

dissolved oxygen below levels that can support aquatic life. 

 Sections 644.051.1 (2) and 644.076.1, RSMo, 10 CSR 20-7.031 (3) – Discharged water 

contaminants into waters of the state, which reduced the quality of such waters below the 

Water Quality Drinking Standards established by the Missouri Clean Water Commission by 

making the downstream portion of the tributary to Long Branch Creek uninhabitable to 

aquatic life and preventing full maintenance of beneficial uses. 

 10 CSR 8.020(11) (C) 7 – Failed to protect the outfall sewer from structural instability, 

stoppage, and the effects of floodwater, ice, and other hazards (the outfall pipe was partially 

buried). 

After acquisition, the Company installed a moving bed biofilm reactor (MBBR) between the second 

and third cells of the lagoon for the treatment and removal of nutrients like ammonia and nitrogen that 

could not be removed by the lagoon treatment process.  A lift station was also installed to pump the 



partially treated effluent from the second cell to the MBBR.  After the waste water is treated in the 

MBBR it flows into the third cell of the lagoon to receive additional biological treatment.  The 

effluent is chlorinated and dechlorinated before it is discharged into the receiving stream.  The 

Company is keeping the three-cell lagoon in place to allow for primary treatment of waste water and 

overflow storage in the event of a large storm or power outage.   

At the time of the inspection, the sludge was being pumped out of the lagoon to lower the level of the 

lagoon’s cells to allow for more detention time and better treatment of the waste water.   

The treatment facility is fenced for security.  At the time of Staff’s inspection some new sections of 

fence were being replaced that had been damaged by storms 

 Collection System 

The collection system is composed of PVC pipe of varying sizes.  The homes to the North and to the 

West of the lagoon are at a higher elevation than the treatment plant so  all sewage flows through the 

collecting sewer to the treatment plant by gravity.  The homes on the South side are at a lower 

elevation than the treatment plant.  Each of these homes has customer owned septic tanks and effluent 

pumps.  The customer’s service sewer is connected to a pressure sewer system and the effluent is 

pumped uphill to the treatment plant.  (Spratt/Dallas) 

Hunter’s Ridge 

Treatment Facility 

The Company has replaced the old extended aeration waste water treatment plant with a new one near 

the location of the old plant in the Hunter’s Ridge service area, formerly owned by West 16
th

 Street 

Sewer Company, Inc.   

As part of its inspection Staff sent data requests (DRs) to the Company requesting copies of the 

engineering report and feasibility studies to see what alternatives the Company and engineering firm 

considered prior to installing the new plant to determine if there were other more cost effective 

methods for treatment or to update the existing facility to perform satisfactorily.  Staff did not receive 

engineering studies or cost analysis studies from the Company but did receive a letter from the 

engineering firm, 21 Design Group, explaining why it believed that a prudent decision had been made 

in replacing the facilities.  The letter states:  “[T]he wastewater facility was exhibiting multiple signs 

of failure and had currently surpassed its useful life.”  Issues cited were the need for flow equalization 

due to large amounts of inflow and infiltration (I & I), poor condition of the steel frame of the 

structure, age and poor condition of piping and mechanical blowers due to poor maintenance, current 

design was not properly configured for nutrient removal, lack of sludge holding, and safety concerns.  

[C]onsideration was given to repairing the facility, but due to structural failures precluding adding 

new equipment, the history of floating due to hydrostatic pressure which could not be anchored due to 

structural failure risk or internal weighting which would reduce required tankage contact surface area 

for watse water treatment, the need for a new plant configuration to meet MDNR nutrient removal 

criteria, the need for flow equalization tank to accommodate the high flows experienced during rain 

event SSO’s, and the need for aerated sludge storage refurbishment was determined to be unfeasible.  

Therefore, and in order to avoid the costs of phasing of the existing facility, the most cost effective 

route was to construct a new facility and utilize the old treatment plant for flow equalization and 

sludge holding.” 



The Company states in its construction permit submitted to DNR that the new plant was installed “to 

replace aging infrastructure” and to “allow the facility to meet ammonia effluent limits.”  The 

Company further states “[W]ith the construction of the new extended aeration plant, better control and 

operation of the aeration zone is expected.”  The new plant has been placed at a higher elevation than 

the former plant to reduce the likelihood of being inundated by the receiving stream during flood 

conditions.  This placement above the water table will also prevent the treatment plant from 

“floating”, being hydrostatically lifted by pressure from ground water, out of the ground as the old 

plant had done.     

The shell of the former plant has been retained as a flow equalization basin.  The bottom has been 

filled with gravel and capped with concrete, leaving a basin with a concrete floor and metal sides.  

The flow equalization basin is intended as overflow storage due to reported inflow and infiltration 

(I&I) problems with the system prior to acquisition or in the event of a large storm or power outage.  

The Company states in its construction permit that “[F]low equalization will assist the plant to 

maintain a better effluent and also allow less clarification to meet the proposed limits” for ammonia 

and E. coli.  Because of the room for storage, this system will not require a backup electric source.   

Collection System 

The Company’s sewer collection system consists of mostly eight-inch gravity sewer.  There is a lift 

station at the end of a cul-de-sac which pumps waste water a short distance through a pressure 

collecting sewer until it reaches the treatment plant. At the time of Staff’s visit, the lift station lock 

had been cut by a service person and had not been replaced.  The Company told Staff that a new lock 

would be installed on the lift station.  

The Company has smoke tested the collecting sewers looking for water infiltration points in the 

collection system, and has reportedly made a significant number of repairs, but still has a large 

amount of I&I entering the treatment plant.  Excessive ‘clean’ stormwater entering the system reduces 

plant capacity, can interfere with proper treatment, and in extreme cases can wash sludge from the 

treatment plant into the receiving stream. 

(Spratt/Dallas) 

South Walnut Hills 

Treatment Facility 

The Company has installed a new extended aeration waste water treatment plant near the location of 

the old plant in the South Walnut Hills service area, formerly owned by W.P.C. Sewer Company.  The 

new plant has been placed next to the former plant and the fencing around the facility has been 

replaced.   

Staff sent data requests (DRs) to the Company requesting the engineering report and feasibility 

studies to see what alternatives the Company and engineering firm considered prior to installing the 

new plant to determine if there were other more cost effective methods for treatment or updating the 

existing facility to perform satisfactorily.   

In a report from 21 Design Group Engineering and Surveying, “[T]he wastewater facility was 

exhibiting multiple signs of failure and had currently surpassed its useful life.”  Issues cited were the 



need for flow equalization due to large amounts of inflow and infiltration (I & I), poor condition of 

the steel frame of the structure, age and poor condition of piping and mechanical blowers due to poor 

maintenance, current design was not properly configured for nutrient removal, lack of sludge holding, 

and safety concerns. [C]onsideration was given to repairing the facility, but due to structural failures 

precluding adding new equipment, the history of floating due to hydrostatic pressure which could not 

be anchored due to structural failure risk or internal weighting which would reduce required tankage 

contact surface area for waste water treatment, the need for a new plant configuration to meet MDNR 

nutrient removal criteria, the need for flow equalization tank to accommodate the high flows 

experienced during rain event SSO’s, and the need for aerated sludge storage refurbishment was 

determined to be unfeasible.  Therefore, and in order to avoid the costs of phasing of the existing 

facility, the most cost effective route was to construct a new facility and utilize the old treatment plant 

for flow equalization and sludge holding.” 

The Company states in its construction permit submitted to DNR that “construction of the new 

treatment plant is to meet final ammonia limits.  With the construction of the new extended aeration 

plant, better control and operation of the aeration zone is expected.” 

The shell of the former plant has been kept in place to be used as flow equalization as well as 

overflow storage due to reported I&I problems prior to acquisition or in the event of a large storm or 

power outage.  The Company states in its construction permit that “[F]low equalization will assist the 

plant to maintain a better effluent and also allow less clarification to meet the proposed limits” for 

ammonia and E. coli.  Because of the amount of storage, this system will not require a backup electric 

source.   

Collection System 

The Company’s sewer collection system consists of mostly eight-inch gravity sewer.  A separate 

sewer system that was owned by a small home owner’s association that was inside of the Company’s 

certificated area has been acquired by the Company and connected to its South Walnut Hills sewer 

system.  These 30 customers were connected due to the association’s previous sewer treatment 

facility, a recirculating sand filter, being in dire need of maintenance and not being equipped to meet 

future effluent limits.  Therefore the old sand filter was removed from service after the new 

connection was made.  A short extension of the pressure collecting sewer was installed to connect to 

the existing system for South Walnut Hills.  In the area where the 30 customers were added, each 

home has its own grinder pump and the effluent is sent through a pressure collecting sewer.   

The Company has smoke tested the collecting sewer looking for infiltration points for storm water 

and has reportedly made a number of repairs but still has a significant amount of I&I entering the 

treatment plant.     

The outfall from the treatment plant travels under the nearby golf course and flows out into the 

receiving stream some distance from the treatment plant.  We recommend the Company check with 

the Department of Natural Resources to ensure the location would be adequate for the outfall. 

(Spratt/Dallas) 

 



Tariff Review 

Staff routinely works with utilities to update water and/or sewer tariffs of the individual companies 

using a generic tariff that is modified for specific operations of the individual companies as they file 

rate cases with the Commission.  Because there are currently three separate tariffs for the three former 

companies, which are inconsistent and not up to date with current statutes and regulations, Staff will 

be working with the Company to create a new consolidated tariff and to determine appropriate 

miscellaneous fees.   

(Gateley) 

Rate Design 

Staff also reviewed the Company’s current rate design in its investigation.  The current rate structure 

for all three service areas consists of a flat monthly service charge for sewer service, with different 

charges for the different service areas.  The Company has proposed a single monthly service charge 

among the three service areas.  Staff will review the Company’s proposal when the Auditing Unit has 

completed its report.  

(Gateley)  

Conclusion and Recommendation 

Based on the information from DNR, it seems that modifications needed to be made to the facility at 

Knob Noster.  Staff submitted DRs to the Company asking for engineering studies and information to 

indicate why the new facilities were a prudent expense but the information received did not 

adequately satisfy Staff’s inquiry.  The DR response from 21 Design Group presents evidence that the 

facilities in Sedalia were failing and the Company made an executive decision to replace the aging 

facilities all at once rather than phasing it in over time.  Staff did not receive any physical numbers or 

engineering studies that showed what other options were reviewed or what costs were associated with 

using the existing plant and making some modifications.  

Staff recommends: 

1) Replace the three existing tariffs with a single consolidated tariff that is updated to comply 

with current statutes and regulations. 
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Raccoon Creek Utilities, Inc. 
Case #SR-2016-0202 

Summary of Case Events 
 

Date Filed:     February 2, 2016 
 
Day 150:     July 1, 2016 
  
Extension?     Yes (2x) 
If yes, why?      First Extension:  Staff requested extension of 45 
days, in order for Staff and Company to meet/discuss each parties’ positions prior to filing a 
partial or complete disposition agreement. 

Second Extension:  Staff requested an additional 
Extension in filing of an executed disposition agreement of 15 days, in order to further negotiate 
with the Company. 
 
Amount Requested:    $529,557 
Amount Agreed Upon:   No agreement 
 
Item(s) Driving Rate Increase:  Significant increases in utility plant investment; 
increases in operation and maintenance expenses; increases in the Commission’s annual utility 
assessments; increases in taxes; and an increase of management associated with running a 
professional water company.              
 
Number of Customers:   500      
                                  
Return on Equity:    No agreement 
 
Assessment Current:    Yes 
Annual Reports Filed:   Yes 
 
Other Open Cases before Commission: Yes 
 
Status with Secretary of State:  Good Standing 
DNR Violations:    Currently in Compliance 
 
Significant Service/Quality Issues:  None 
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