PARKER WATER AND SANITATION DISTRICT

NOTES TO THE 2010 OPERATING BUDGET



OPERATING BUDGET

BEQ NNI NG CASH
Begi nning Cash is conprised of the estimated restricted and unrestricted
cash bal ances as of January 1, 2010. The restricted cash is for debt
service, contract contingency, and an enployee accrued sick/vacation
f und. Restricted cash is not considered for spending in the operating
budget .

CPERATI NG REVENUE

WATER USER FEES

Water custoner rates have renmained wunchanged since 2005. Wi | e
recogni zing the pressure of increasing costs, the District conm ssioned a
professional rate consulting firm to provide a nodel that would nodify
rates. The water rate increases 14.2%in 2010.

SEVER USER FEES

Sewer custonmer rates have remained unchanged since 2006. Wi | e
recogni zing the pressure of increasing costs, the District conm ssioned a
professional rate consulting firm to provide a nodel that would nodify
rates. The sewer rate increases 28.1%in 2010.

RAW WATER REVENUES

The raw water revenues are based on Canterberry CGolf Course’'s estinated
2009 consunption, which is well below normal due to the wet weather.
The estimated rate of $2.14/1000 gallons is used in conputing the
revenue. The actual 2010 raw water rate will not be available until
|ate in 2009.

OPERATI NG TAXES (Sewer Enterprise only)

The sewer enterprise’s operating taxes are based on the D strict’'s
assessed valuation of $495,303,890,the 5.5% revenue increase allowed by
law, a 1.939 mll levy, and 1.5% county treasurer’'s fee. This is an
operating mll levy only. The Ceneral (bligation debt (Rueter Hess) mll
levy is found in the Capital budget.

SOT (Sewer Enterprise only)

The sewer enterprise receives the Specific Omership Taxes, which are
collected with car registration fees and distributed by the county
treasurer. The budget is estimated according to the annualized 2009 SOT.
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PILT (Sewer Enterprise only)
Paynment in Lieu of Taxes is in accordance with the Stroh Ranch Service
Agr eenent . PILT is conputed using Cherry Creek South Metro D stricts’
conmbi ned assessed valuations of $43,226,380 and Parker Wter and
Sanitation District’s 2010 operating mll levy of 1.939 mlls less the
1.5% county treasurer’s fees.

MVETER | NSTALLATI ON (Water Enterprise only)

The cost of a meter plus District overhead is paid by the contractor at
the tinme tap fees are paid. This budget is based on 50 residential neter
installations plus neter resets, and commercial neter installations.

SUSPENSI ON FEES

An eighty dollar fee is added to accounts when service is suspended for
nonpaynent. The fee is split between water and sewer. The 2010 budget is
based on the fees collected to July 31,2009 plus an average of 80
suspensi ons per nonth for the remai nder of the year.

| NSPECTI ON FEES

N nety dollar water and sewer inspection fees are charged on residentia
construction only. Comercial inspection fees are included in the capital
budget’ s engi neering fees. The residential inspection fees are collected
along with the tap fees and di vi ded between water and sewer.

| NTEREST | NCOVE
Banks, COLOTRUST and securities conprise the sources of investnent incone,
which is based on current rates paid by the particular investnents.

OTHER | NCOVE

This account is for mscellaneous incone received during the year
including admnistrative fees associated with the collection of Town of
Parker stormnater fees, fines for illegal water use, mscellaneous water
testing fees, and the | REA annual refund credit.

FARM | NCOVE

Land Leases and Rental |ncone

The District owns agricultural property, which is under crop and pasture
| ease agreenents. The crops grown on the land enable the District to
maxi m ze water use. The 2010 budgeted revenues are increased due to the
addition of a farmng |lease on the Lock property along with rental incone
from two houses on the property. Revenues generated by the |eases are
used to maintain the properties.




CPERATI NG EXPENSES

SALARI ES
The 2010 sal aries budget covers the current full tine positions with no
new positions being added. O her than slight increases for a few

certification upgrades, no salary increases are included in the budget.

All District positions are paid according to Muntain States Enployers
Council’s salary surveys. The cost of enployee overtine pay is reduced 30%
from the 2009 budget. The budget is based on actual values for full

staffing the entire year. This line item includes $175,000 for the
Manager’s contract, which is naintained in a separate account.

RETI REMENT PLAN

In lieu of Social Security contributions, the D strict and enployees
contribute to an I RS approved 401A Plan. The District contributes 10% of
gross salaries to the 401A Plan and the permanent full tinme enployees
contribute 9% to the plan. The 401A portion of the budget is based on the
2010 budget ed payroll.

Also in this budget line is the Dstrict’s contribution to the voluntary
457 pl an. The District’s match is 5% of the participant’s conpensation
or, if less, an anount equal to the enployee’ s contribution. The budgeted
457 match is estimated using the enpl oyees current contributions.

EMPLOYEE | NSURANCE

Medi cal & Dent al

Health care insurance is purchased through the Special D stricts
Associ ation’s agreenent with Col orado Enpl oyees Benefit Trust (CEBT). The
District contains health care costs by using this large group program as
well as the District’s choice of a high deductible plan. The District
provides a basic dental plan. The budget is based on the current actual
costs for these plans plus an allowance for a snmall premumincrease. The
| RS approved Health Reinbursenment Arrangenent (HRA) provided by the
District will not continue in 2010.

Medi care | nsurance

Enpl oyees and Board nenbers pay 1.45% of gross wages and the D strict
pays 1.45% as required by | aw.

FI CA

District part tine enployees do not participate in the 401A Plan;
therefore, those enployees are required by law to contribute 6.2% of
gross wages and the District is required to contribute a like anount to
FICA. The District also contributes for the Board of D rectors.

St at e Unenpl oynment | nsurance

The District pays .3% of gross wages into the state unenpl oynent insurance
f und.




M SCELLANEQUS EMPLOYEE BENEI FTS

This 1line item includes costs to reinburse enployees in approved
educati onal prograns. The District has a philosophy of pronoting
education and training to develop it’s enployees and inprove their skil

| evel s through job related courses and degree work. Educati on prograns
are reviewed for relevancy to the enployee’s career with Parker Wter.
There are currently 12 enpl oyees engaged in degree prograns. This |ine
item also includes a clothing allowance, in lieu of providing uniforns,
and Parker Recreation Center nenberships.

| NSURANCE

WORKERS COVPENSATI ON

The 2010 workers conpensation insurance premumis based primarily on the
2010 estimated payroll and the current rate factor associated with each
class of enployee. The District’s workers conpensation premumis reduced
through the District’s Safety Program wutilizing a designated provider, a
cost containment «certification, and staff nmanagenent of the program
i nstead of an insurance agent

LI ABI LI TY/ PERSONAL PROPERTY

The insurance budget line is based on actual 2009 premuns. |In order to
m ni m ze insurance expenses, the D strict takes advantage of nany pricing
di scounts avail able such as deductibles, warranting the sewer maintenance,
a long history of Insurance Pool nenbership, and carrying both workers
conpensation insurance, property and liability insurance with the Pool. A
small anmobunt is included in this line item for the cost of 2010
deducti bl es plus 2009 cl ai ns experi ence.

PROFESSI ONAL SERVI CES

FI NANCI AL
This item covers the cost of the annual audit and financial consulting
fees. The budget is based on historical expenses.

CENERAL LEGAL

Costs reflected for general legal do not include projected costs of
prof essional services incorporated within the capital projects budget.
Anticipated 2010 general counsel legal fees include Board and staff
nmeetings, individual developnent issues, admnistrative issues and
unanti ci pat ed i ssues.




SPECI ALI ZED LEGAL

Specialized legal is provided by Jackson Kelly (Ronda Sanquist) for
permtting of water and wastewater facilities, nonitoring activities
within the Cherry CGreek Basin and nonitoring

permtting requirenents at the State | evel

WATER LEGAL

Costs reflected for general water |egal services do not include projected
costs of professional services incorporated within the capital projects
budget .

Anticipated 2010 water legal fees include water court cases filed by
others, water rights adjudication, supplenental proceedings and general
I ssues.

GENERAL ENG NEERI NG

The District’s engineering departnent is responsible for civil engineering
related to plan review and D strict wde planning. Qccasional ly
engi neering consultants are hired for technical advice outside the realm
of the engineering departnment’s experti se.

HYDROLOGY

Costs reflected for general hydrol ogical services do not include projected
costs of professional services incorporated within the capital projects
budget .

The anticipated 2009 hydrological fees are associated with evaluating
water |evel data to assess the need for punp lowering, conducting annua
step tests, assisting with updating the District’s Denver Basin well field
adj udi cations, assisting with augnentation plan accounting, assessing well
and water quality problens, and attending staff and board neeti ngs.

CPERATI ONS CONSULTI NG

This |ine item covers the cost for specialized operations centered
consulting for the water and wastewater systens and regul ations inpacting
t hose systens. The consulting includes advice and technical assistance

from engineers, legal and regulatory personnel. The wastewater budget
allows for consulting for the District’s NPDES permt 2009/2010 renewal .



| NFORVATI ON TECHNOLOG ES

SCADA SYSTEM

SCADA (Supervisory Control and Data Acquisition) provides operator
interface to instrunmentation and controls. Operator access to energency
alarnms and current well and plant settings is achieved through the SCADA
system This line item pays for the maintenance, replacenent and repair
of all renote system radio communications in well houses, booster
stations, etc. Expenditures included in this budget are replacenent of
seven Renote Telenetry Units (RTUs), twelve HI+ Radios, radio
conponents such as antennas, poly phasers, and ethernet swtches;
rewiring a master alarm panel, stock conponents such as digital and
anal og input and output cards, batteries and m scel |l aneous wre crinps,
fuses and breakers. The SCADA Systemis essential to operations.

COVMUNI CATI ONS
The conmmuni cation account is nmade up of fixed nonthly service charges.

Charges include cell phone, Blackberry, telephone, |ong distance,
internet, high speed lines between the D strict office and Recl amation
Plants, answering service, pagers, plus accessories (cell phone

batteries, holders, chargers).

COMPUTERS & RELATED HARDWARE

The Conputers and Related Hardware account is split between water and
wast ewat er enterprises. The account pays for conputers, servers,
network/routing gear, peripherals and supplies related directly to IT
conputers and infrastructure. The informal policy has been to replace
wor kst ati ons and servers on a 3-5 year basis. After 3 years conponents
becone difficult to obtain. The budget includes |aptops and new
projectors for the NWRF conference room

SOFTWARE AND LI CENSI NG

The Software and Licensing account pays for the annual service, support
and upgrade for existing software packages used within the D strict.
M crosoft licensing includes $20,000 annual costs for server operating
systens. Al so included are the costs for data backup software, anti-virus
software, accounting software, HR software, engineering software and
mai nt enance and | aboratory software suites. The annual mai ntenance cost
for new software is generally 10-15% of the original software purchase
price. New |aboratory nanagenent software, an upgrade for engineering s
ArcA@S software (to integrate the asset nanagenent information) and the
cost associated with existing software |icensing and upgrades are included
in this budget.




TH RD PARTY COVPUTER SUPPCORT

This budget is an energency backup fund to handl e programm ng outside of
| T experti se. The budget is used to handle the web devel opnent and
mai nt enance of the District website. The budget al so includes web hosting
for the electronic customer bills and programm ng support for the Data
West billing software.

SUPPCRT SERVI CES

Bl LLI NG QUTSQURCE

Thi s budget covers the fees associated with the Dstrict’s billing E-Bill
E-Pay and credit card prograns along with the printing, stationery and
postage for the mail statenents. The budget is based on actual costs

i ncluding an antici pated 4% postage i ncrease for mailed statenents.

QUTSI DE LABORATCORY SERVI CES

Water — This line item pays for the cost of having the water systemtested
for those Safe Drinking Water Act analytes that the PWSD | aboratory either
does not have the equipnent or expertise to perform The budget is
cal culated using historical spending and calculation of the 2010 testing
requirenents.

Wastewater — This budget pays for all outside |aboratory wastewater
testing which is required for analytes that the PWSD |aboratory either
does not have the equi pnent or expertise to perform The budget is based
on historical spending and calculation of next year's testing
requirements.

REFUSE REMOVAL

This item includes the cost of refuse renoval D strict wde. It also
includes recycling, grit disposal, and roll off dunpsters. The budget is
based on historical costs.

SECURI TY

This budget covers the cost of a fence replacenent, contract security
monitoring, industrial grade |ocks, electric gate repairs, fence repairs
and ot her m scel | aneous security needs.



UTI LI TI ES

XCEL ENERGY

This budget covers the cost for natural gas heating at the water
reclamation plants, admnistration buildings, and diversion structure. A
smal | amount of noney is budgeted to refill the propane tank at D strict
Services workshop that is not hooked into natural gas. The District now
has two sites that wuse sufficient natural gas to make the use of
deregul ated, index priced gas viable. H storical usage nodels indicate the
savings fromthis change may offset any projected increases in prices and
result in a net savings. The District has reduced natural gas consunption
which will offset the expected higher natural gas prices in 2010. Further
information from the Energy Information Admnistration (Oficial Energy
Statistics fromthe US Governnent) is avail abl e upon request.

| REA
Water - The | REA budget covers the cost for electricity at all D strict
well facilities, the diversion station and booster stations. The budget is
calculated using historical data plus the published 2010 |IREA rate
increase. The District has begun utilizing information gained fromlntegra
Engineering’s wellfield power usage study to econom ze the cost of power.
The District has also convened an operating group that examnes well
optimzation on a weekly and sonetines daily basis during the sumer water
demand season to determne priority start/stop set points.

| REA
Wastewater — This covers the cost for electricity at the wastewater
treatment plants, admnistration buildings, lift stations and the Bar CCC

punp station. Since the wastewater electrical usage is nore consistent
than the water system the budget 1is calculated using actual 2008
expendi tures plus the published 2010 | REA rate increase.

CONTRACT LABOR AND MAI NTENANCE

GENERAL CONTRACT LABCOR

The general contract |abor budget is used by three departnents to
satisfy the District’s need for specialized or extensive contract
repairs.

The water resources departnent uses the line itemfor repairs and
mai nt enance on the |arge water storage tanks, repairs and cl eani ng of
the District’s water production wells; force main repair, filter
rehabilitation, and vacuum truck services.



CGENERAL CONTRACT LABOR (conti nued)

The mai ntenance departnent is the |argest user of this account. Both
t he mechani cal portion and the electrical trades of the naintenance
departnment use general contract |abor for punp repair, VFD repair,
transducer pulling and repair, sone air conditioning repair, sone
speci alized notor repair and electrical notor rew nding.

District Services have a very limted amobunt of general contract |abor
and the noney is used for things such as tow ng servi ces.

Bl OSOLI DS HANDLI NG (wast ewat er enterpri se)

This line item covers the renoval and beneficial application of biosolids
to agricultural fields. The budget is based on 2009 expenses which are
reduced from prior years due to inprovenents in operator performance and
the construction of the DAFT at the south plant.

COLLECTI ON SYSTEM I /1 STUDY (wastewater enterprise)

This line item pays for the continuing Infiltration and Inflow (1/1) study
with Integra Engineering and for the cost of rehabilitation of manholes
that leak within the District. The line itemmay also be used to pay for
ol der connections to the system that require repair. The cost of this
program is partially offset by the reduction in treatnment costs at the
wastewater treatnent plants and the extension of time prior to expansion
of the treatnment plants.

LI NE MAI NTENANCE and REPAI R (water enterprise)

Thi s budget covers the repair and mnor replacenent of water distribution
lines including energency actions. It also includes such itenms as PRV
vaults, blowoffs, valves, and high point air release/vacuum breakers.
The repair of damaged infrastructure found during the valve exercising
project is also included. The budget is based on historical expenses over
and pl anned repairs.

COLLECTI ON SYSTEM MAI NTENANCE & REPAI R (wast ewat er enterprise)
Thi s budget enconpasses the cost to jet clean and televise 1/3 of the
District along with energency cleaning and repairs; and lift station

cl eani ng. Ceaning 1/3 of the District’s lines per year entitles the
District to a premum discount for sewer backup liability. The budget is
based on actual |inear footage to be cleaned during 2010.
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EQUI PVENT REPAI R/ REPLACENMENT

Equi pment Repair and Repl acenent budget is used by five departnents to
provide funding to repair or replace either small dollar equipnent as in
the case of District Services where a weed sprayer nmay be replaced or a
| arge dol |l ar piece of equipnent being replaced by mai ntenance. A |arge
dol l ar piece of equipnent nmay be an electric notor on a sewage punp or
replacing a level transducer in a tank. Qher departnments such as the
| aboratory may pay for the replacenent of an electrode; Information
Technol ogi es Departnent nmay be replacing a hard drive on a conputer.
The uses for this (G are varied and the expenditures range fromles than
$50 to nore than $1,000. The vast majority of the funding is based on
unf or eseen repl acenent s.

HYDRANT REPAI RF REPLACEMENT (wat er enterprise)

Budgeted expenses are for the estimated cost of repairing or replacing
defective fire hydrants within the D strict. The budget includes funds
to develop and inplenent a systematic preventive mnaintenance and painting
programfor the fire hydrants.

VEH CLE NAI NTENANCE

This budget line covers the costs for regularly scheduled preventive
mai nt enance of District vehicles along with repairs and tires. The budget
is based on historical spending.

FACI LI TY NAI NTENANCE
The cost of janitorial services and facilities maintenance are included in

this line item I ncl uded expenses are those anticipated for the genera
mai ntenance and repair of D strict facilities, concrete and asphalt
repairs, facility painting, and door repairs. Also in this budget are

roof repair/replacement at A3, KOA and Cdarke Farnms wells, and
wat erproofing the outlying NARF buildings. The 2010 budget is based on
hi storical spending and project/contract estimates for next year.

LANDSCAPE VAl NTENANCE

The District contracts out |andscape maintenance at all facilities. This
budget also includes the cost for in-house irrigation repairs, |andscape
i nprovenent projects, and tree replacenent. The budget is based on
hi storical spending and contract pricing.
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SUPPLI ES

LABORATORY SUPPLI ES

This line item pays for all the |aboratory supplies such as reagents,
consunmabl es, snmall neters and electrodes as well as providing |aboratory
supplies for the water resources departnent. The budget is based on
historical spending and estinmates of supplies needed for special projects
such as the Rueter-Hess Water Characterization study.

OFFI CE SUPPLI ES and SVALL EQU PMVENT

This budget covers all of the office supplies and small equi prent
necessary for District admnistration and operations including two file
cabinets for the D strict office. The budget is based on historical
expenses.

POSTAGE

Included in this line item are the general postage requirenents for
District admnistration along with the charges to ship water/wastewater
sanples to out of state testing |abs. Even though the <cost of

post age/ shipping has increased, this budget is decreased due to the
District’s lab becomng certified to perform N trate sanples. The cost of

mailing the billing statenments and newsletters is not inthis line item
GAS and AL

The budget covers the cost of unleaded and diesel fuel for D strict
vehi cl es, generators and equi pnent. The budget is based on the second

hi ghest gas price nonth in 2009. Each nonth is calculated on the actua
nunber of gallons used in 2008 and conpared to the extrapol ated gall ons
for 2009.

CHEM CALS/ OPERATI NG SUPPLI ES
Water Enterprise
This budget line is used to pay for chemcals and supplies associated with

the operation of the D strict’'s 45 wells. Chem cal s include chlorine
nitrogen and iron sequestering agent. The budget is based on historica
expenses and a discussion with the chemcal supplier. There is a

projected 30% i ncrease in gaseous chlorine prices for 2010. The $160, 000
budget is $144,500 for chem cals and $15,500 for supplies.

Supplies include HACH total and free DPD pillows, disposable nitrile
gl oves, paper towels, well cleaning supplies, hypochlorite punp tubing
Regi onal Cl12 neter probes and nenbranes, chlorine cylinder rental, |ocate
paint, |ocate flags, batteries for assorted el ectronic equi pnent, etc.
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CHEM CALS/ OPERATI NG SUPPLI ES

Wast ewat er Enterprise

This budget covers chemcals associated with AW treatnent of reclained
water and processing biosolids. A small portion of the budget pays for
necessary operating supplies such as peristaltic punp tubing, poly
sheeting for grit cans, process control equipnment and supplies. Chemcals
to clean the nedia at the N\WRF AW filters are also included. The budget
is based on current chemcal requirenents and historical usage. The
$889, 520 budget i ncludes $858,920 for chenicals, $15,000 for supplies and
$15,600 for filter cleaning chemcals (Floran) at the North Pl ant.

Supplies include plastic for line grit cans, cleaning supplies, pH probes,
chemcal punp tubing, HACH d 17 reagents, DPD chlorine pillows, paper
towels, new small tools, DO probe nenbranes, etc.

METERS (Water Enterprise only)

Thi s budget pays for the nmeters and associ ated equi pnent for residential,
commercial and irrigation installations throughout the D strict. Al so
included are neter gaskets, manhole lids, pit lids and curb stop lids

The budget is cal cul ated based on planned neter replacenents and the 2010
housing forecast. The cost of all new neter installations is paid by the
contractors. The budget 1s based on 125 neter sets, 70 change-outs and
t he purchase of two 3" conpound neters.

MATERI ALS

This line item includes preventive nmaintenance itens such as filters,
belts, packing gaskets, diaphragns, grease, oils, fittings, and tubing
pi pi ng. This budget is conputed wutilizing historical spending and
antici pated price increases.

ELECTRI CAL SUPPLI ES and TOOLS

This line item covers the supplies necessary for electrical repairs,
upgrades and testing by D strict electricians. This budget is based on
hi storical costs along wth anticipated price increases.

SVALL EQUI PVENT and TOOLS
The small equi pnent and tool s budget pays for the purchase of worn out

hand tools and snall, |ess expensive equipnent such as electrical
testing nmeters. The Information Technol ogi es Departnent pays for small
gauge wires and bulbs for SCADA from this budget. There are sone

redundanci es between departnents, permtting sharing which would reduce
efficiency.
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EQUI PVENT RENTAL

The Equi pnent rental budget is used by two departnents in order to rent
equi prrent that is used infrequently. It is not cost effective to purchase
and maintain the equi pnment due to the infrequent use. The largest use in
District Services is for renting a “bush-hog” nower for use at the

Diversion Structure in order to neet permt conditions. The ot her
significant use is to rent a large air conpressor to blow out the
District’s irrigation systens. The Mai ntenance Departnment uses their

allocation to rent specialized tools such as concrete core drills.

COVMUNI TY EDUCATI ON

COVWLUNI TY EDUCATI ON

The Community Working G oup recommended that the nove to the revised
tier systemfor water charges should be further investigated and that
addi tional community education on the reasoni ng behind any changes to
the current tier rates would be required.

This itemanticipates a continued presence of a community working
group in sonme form the educational effort that will be required to

i nform our custoners of any changes to the tier system and covers
nodel runs that would be required fromany changes in the tier system

NEWSLETTER EXPENSES

This line item reflects the expenses to produce the 2010 nonthly
newsl etters, which are produced in-house and included with the e-bills or
mailed with the billing statements. The annual Consuner Confidence Report

is also expensed in this line item The budget is based on actual
estimated costs.

CONSERVATI ON EDUCATI ON

This category covers expenses for providing “Slow the Flow water audits
for custoners, purchase of rain sensors for distribution to custoners,
educational materials and handouts; and Xeriscape Garden Contest prizes.

M SCELLANEQUS

CGCENERAL M SCELLANEQUS
This category represents various small purchases that do not fit into
ot her categories. The budget is based on historical data.
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HUMAN RESOURCES
Human Resource costs are for all enployees. This line item covers the

cost for menbership in Muntain States Enployers Council, which provides
| egal consultation on enployee relations, surveys, supervisory training
semnars and assistance w th governnmental conpliance. This item covers

costs for the Enpl oyee Assistance Plan, the Hearing Protection Plan annual
checkups, required CDL drug testing program annual flu shots, Hepatitis
A&B shots, cost of one new replacenent hire including the background
check, drug testing, advertising for the opening, and pre-enploynent
physical. The decrease fromthe previous year is due to no new positions
i ncluded in the budget.

EMPLOYEE BOARD FUNCTI ONS
This line item includes expenses for an on-site Board retreat, Board
neeting neals and $4, 000 for unspecified enpl oyee functi ons.

| GA

This budget is for intergovernnental agreenents with Cherry O eek Basin
Authority for mandated wastewater permts, Colorado Departnent of Health
permts, Douglas County Water Authority, the Special D strict Association
dues, Denver Regional GCouncil of Governnment dues, South Metro Wter
Authority, the S. Platte Inprovenent Forum and other governnmenta
entities. Also included is $25,000 for | GA expenses that originate during
2010. The budgeted anmount is determned by existing agreenents and
hi storical costs.

SEM NARS & TRAI NI NG

Expenses included in this line item are departnental specific training,
particularly for engineering, maintenance, |T, Wter Resources training
for operators, and conputer training. Sem nar costs (RWEA, WEFTEC and
AWM) for all departnents including managenent are included.

MAI NTENANCE AGREEMENTS

The mai ntenance agreenents budget is shared by four departnents and pays
for technical representative visits on expensive, sensitive or specialized
equi pnent . Exanpl es include the |aboratory’s Inductively Coupled Pl asnma
Anal yzer, Deionization/Reverse Osnosis Water Treatnent Process for the
| aboratory, |load testing the energency generators throughout the D strict,
mai nt enance on District photocopiers and high-speed printers; and state
requi red inspections on el evators and boil ers.

15



SUBSCRI PTI ONS, DUES AND MEMBERSHI PS

This |ine item covers the cost for nenberships wthin professional
organi zati ons, subscriptions to industry nagazines, and a subscription to
t he Denver Post newspaper. The budget is based on historical val ues.

COWUNI TY QUTREACH

This budget i1tem covers the cost of outreach activities deened beneficial
to the community and the District. This budget includes funding for the
Parker Task Force to help custonmers in crisis pay their water bills;
support for the annual Douglas County Chem cal Roundup, which directly
protects the District’s water and sanitary sewer functions; and $10, 000 as
undet er m ned.

TRANSFER RATE FUNDED CAPI TAL

In addition to covering the normal operating expenses and bond debt, the
structure of wuser fee rates allows for funds to be used in paynent of
replacing facilities and capital equipnent. This line item provides for
the repair, replacenent, upgrade and construction of water facilities that
serve existing custoners and therefore incur expenses that are not covered
by funds derived from tap fees. Exanpl es of itens covered include, but
are not limted to, upgrades due to regulatory requirenments, changes in
operation, changes to increase efficiencies, etc. This incone is a cash
transfer fromoperating to the capital inconme line item

SAFETY

This |ine item <covers the D strict’s safety program including
consultant/training, specialized PPE, confined space neters, prescription
safety glasses, safety boots and safety hour presentations. The

Dstrict’s program provides cost effective training units for
certification renewals. The budget is historical spending based.

| NDUSTRI AL PRETREATVENT PROGRAM

This budget line covers the mnor costs associated wth the Industrial
Pretreatnment Program including the analysis of special sanples and the
purchase of supplies and materials for the program The budget is based
on historical expenses.

2010 BOARD OF DI RECTORS ELECTI ON

This line itemis to cover the cost of the regular Board of Drectors
el ection, which will be held May 4, 2010. The budget is the approxinate
cost for a mail ballot election based on the Town of Parker’s 2005 siml ar
el ection whi ch cost al nbst $40, 000.
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DEBT SERVI CE

DEBT SERVI CE (WATER)

As provided in the rate study, for the year 2010 the water
enterprise’s debt service is paid fromreserves. This line itemis
the total amount of the 2010 water operating debt service, which wll
be transferred fromthe water capital future debt service reserves.

DEBT SERVI CE ( WASTEWATER)
Al of the wastewater enterprise’'s debt service is paid from user fees.
The budget is calculated utilizing the debt service schedul es.

WATER RESOURCE FARMS( water enterprise)

PILT

The District is making Paynment in Lieu of Taxes to offset the |oss of tax
revenue in Logan County. This is a good faith gesture. The budget is
based on current year paynents plus consideration given for mll |[|evy
I ncreases.

COPERATI ONS

Fundi ng needed to inplenent a plan of action for operating the farns and
securing the farnms. The budget is based on the anticipated incone from
the farml eases which offsets the expenses.

POSTEMPLOYMENT BENEFI TS

This unfunded actuarial accrued liability is required under GASB
Statement 45 for enployers whose group health insurance coverage all ows
coverage for retired nenbers. The District allows health insurance
coverage continuation to the age of Medicare eligibility at the expense
of the retiree. The District does not contribute to the retiree’s
medi cal insurance premum Since the District’s total nmenbership in the
Retiree Health plan is less than 200, the D strict qualifies to use the
alternative measurenent method and nake the necessary other
post enpl oynment benefit (OPEB) calculations triennially. The 2010
budget ed anount is based on the 2009 annual OPEB expense.
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PARKER WATER AND SANITATION DISTRICT

NOTES TO THE 2010 CAPITAL BUDGET
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WATER CAPI TAL

BEG NNI NG CASH

Begi nning Cash is conprised of estimated restricted and unrestricted cash
bal ances as of January 1, 2010. Unrestricted cash in the bank, the Future
Debt Service Reserve and the Rueter-Hess enlargenent fund are considered
for spending in the 2010 Budget. By agreenent, the Debt Reserve Funds and
the Rate Stabilization Fund are restricted from spendi ng.

WATER TAP FEES AND WATER DEVELOPMENT FEES

During the Rate Study, the Community Wrking Goup anal yzed the
District’s tap fees. The CWNG s reconmmendations were that (1) Use

repl acenent cost new | ess depreciation to val ue existing
infrastructure and (2) Use relative hydraulic capacity to determ ne

t he assessnent schedule. The final determination was a 5% increase in
the total water tap fee charge. The Water Fees are based on 50 new
taps during 2010 and change from $14,500 to $15, 225 ($2, 500 Water Tap
and $12, 725 Water Devel opnent Fee).

WATER RESOURCE TOLLS

The Water Resource Toll renains unchanged at $5,000 per SFE. The Water
Resource Toll is the devel oper’s purchase of water fromthe D strict for
servi ce. The District expects to collect Water Resource Tolls for only
five new taps in 2010. Water credits are available for devel opnents
representing the majority of the anticipated new taps.

RUETER HESS M LL LEVY

In 2004 the District received voter approval to initiate a mll |evy
for General Obligation Debt to pay for the construction of the Rueter
Hess Reservoir. In 2010 a mll levy will be certified to partially
pay the Rueter Hess Loan debt service. The bal ance of the debt
service will conme fromDistrict reserves.

Rl DGEGATE | NCLUSI ON FEES

It was agreed during the Ridgegate inclusion process that the inclusion
fee ($4,000 per acre) would be paid in equal installnents over ten years
plus interest on the unpaid balance at 6.25% per annum  This budget is
10% of the inclusion fee and interest due.

| NCOVE FROM | NVESTMENTS
Banks, COLOTRUST and securities conprise the sources of investnent incone,
which is based on current rates paid by the particular investnents.
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OTHER | NCOMVE
Thi s budget itemreflects snmall amounts of m scel | aneous incone.

ENG NEERI NG FEES

The District’s engineering departnent charges for the engineering tasks
performed for devel oper related construction projects wthin the D strict.
The budget is based on anticipated work for devel opers in 2010.

TRANSFER OF RATE FUNDED CAPI TAl

In addition to covering the normal operating expenses and bond debt, the
structure of wuser fee rates allows for funds to be used in paynent of
replacing facilities and capital equipnent. This line item provides for
the repair, replacenent, upgrade and construction of water facilities that
serve existing custoners and therefore incur expenses that are not covered
by funds derived from tap fees. Exanpl es of itens covered include, but
are not limted to, upgrades due to regulatory requirenments, changes in
operation, changes to increase efficiencies, etc. This incone is a cash
transfer fromoperating to the capital inconme line item

CSU PRQJIECT ( OACB)

In 2010 the District will receive proceeds froma $477,000 grant fromthe
Col orado State Project Fund. This is an offset to the PWSD expenses for
t he CSU st udy.

WATER CAPI TAL EXPENSES

DEBT SERVI CE
Debt service for the 2004 Rueter-Hess Loan will be paid 50%fromthe water
capital budget and 50% from the sewer capital budget. The D strict is

initiating a customer approved mll levy to pay a partial amount of this
general obligation debt. During 2010 the bal ance of the debt will be paid
from a District reserve account, Future Debt Service Reserves. The

budget is the actual anount on the debt schedul e.

RESERVO R EXPANSI ON

2010 construction will include conpletion of control structures
work within the core of the expansion, general dam enbanknment and
restoration of disturbed areas.
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WELLS — CGENERAL

This line itemincludes the addition of wetwell vent fans, a VFD at
KOA Il, and an allowance for the replacenment of the punp and notor at
two wells.

OFFI CE EQUI PVENT
This allows for the purchase of a UPS for the District office server
room The cost is shared between water and sewer.

CSU PRQIECT

The CSU Study is envisioned as a three year study of crop managenent which
would allow for nore efficient use of irrigation water plus the study of
rotational crop fallowing all with the intent to find creative ways to
allow for a “sharing” of water between agriculture and municipal uses. In
addition to crop nmanagenent, an intensive soci 0-econom c conponent is al so
included in the study to determne if damage to both agriculture as well
as support systens within agricultural communities can be avoided if water
is shifted to nunicipal uses. The expenses directly attributed to Col orado
State University are funded by the CAB G ant.

FLAM NG GORGE PORJECT

The Col orado-Womng Coalition wll have a dues structure of twenty
thousand dollars per year plus a six thousand dollar contingency for
twelve nonthly trips to Womng plus expenses. Also included in the

budget is at least one three day trip to Washington D.C to neet wth
del egates and the Secretary of Interior.
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SEVER CAPI TAL

BEG NNI NG CASH

Begi nning Cash is conprised of estimated restricted and unrestricted cash
bal ances as of January 1, 2010. Unrestricted cash in the bank, the Future
Debt Service Reserve and the Rueter-Hess enlargenent fund are considered
for spending in the 2010 Budget. By agreenent, the Debt Reserve Funds and
the Rate Stabilization Fund are restricted from spendi ng.

SEWER TAP AND DEVELCOPNMENT

During the Rate Study, the Community Wrking Goup anal yzed the
District’s tap fees. The final determ nation was a 71% decrease in
the total sewer tap fee charge. The Sewer Devel opnent Fee is
elimnated and the Sewer Tap Fee is reduced to $2,850. The Sewer Tap
Fees are based on 50 new taps during 2010.

QUTFALL DEVELOPMENT FEES
The Qutfall Devel opnent Fee is collected specifically for the construction
of major outfall systenms within the D strict. This fee does not change
for 2010 ($800 per SFE).

RUETER HESS M LL LEVY

In 2004 the District received voter approval to initiate a mll |evy
for General Obligation Debt to pay for the construction of the Rueter
Hess Reservoir. In 2010 a mll levy will be certified to partially
pay the Rueter Hess Loan debt service. The bal ance of the debt
service will conme fromDistrict reserves.

Rl DGEGATE | NCLUSI ON FEES

It was agreed during the Ridgegate inclusion process that the inclusion
fee ($4,000 per acre) will be paid in equal installnments over ten years
plus interest on the unpaid balance at 6.25% per annum  This budget is
10% of the inclusion fee plus the interest due.

| NCOVE FROM | NVESTMVENTS
Banks, COLOTRUST and securities conprise the sources of investnent incone,
which is based on current rates paid by the particular investnents.

OTHER | NCOMVE
Thi s budget itemreflects m scel |l aneous i ncone.

ENG NEERI NG FEES

The District’s engineering departnent charges for the engineering tasks

performed for devel oper related construction projects wthin the D strict.
The budget is based on anticipated work for devel opers in 2010.
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TRANSFER OF RATE FUNDED CAPI TAL

In addition to covering the normal operating expenses and bond debt, the
structure of wuser fee rates allows for funds to be used in paynent of
replacing facilities and capital equipnent. This line item provides for
the repair, replacenent, upgrade and construction of water facilities that
serve existing custoners and therefore incur expenses that are not covered
by funds derived from tap fees. Exanpl es of itens covered include, but
are not limted to, upgrades due to regulatory requirenments, changes in
operation, changes to increase efficiencies, etc. This incone is a cash
transfer fromoperating to the capital inconme line item

SEVWER CAPI TAL EXPENSES

DEBT SERVI CE
Debt service for the 2004 Rueter-Hess Loan will be paid 50%fromthe water
capital budget and 50% from the sewer capital budget. The D strict is

initiating a customer approved mll levy to pay a partial amount of this
general obligation debt. During 2010 the bal ance of the debt will be paid
from User Rate Revenues. The budget is the actual anmount on the debt
schedul e.

SQUTH WATER RECLANVATI ON FACI LI TY

The corrosive environment wthin the chemcal building at the South Pl ant
necessitates the need to replace and upgrade chemcal feed piping and
el ectrical panels.

NORTH WATER RELCANATI ON FACI LI TY

To inprove efficiency, mnimze water waste and extend the overall |ife of
the filters at the North Facility, construction of additional capacity of
t he backwash is required.

Bar CCC TRANSFER LI NES ( SEWER LI NES)

Current operation allows for the transfer of water from the Bar CCC pond
back to the South Water Reclamation Plant. To allow for  Dbetter
distribution of flows between the two water reclamation plants,
i nprovenents are required that would allow for the transfer of flows from
Bar CCC pond to both the North and South Reclamation Pl ants.

OFFI CE EQUI PVENT
This allows for the purchase of a UPS for the District office server
room The cost is shared between water and sewer.
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