
COMMONWEALTH OF KENTUCKY 
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NOTICE OF FILING OF COMMISSION STAFF REPORT 

Notice is hereby given that, in accordance with the Commission’s Order of 

September 6, 201 1, the attached report containing the findings and recommendations of 

Commission Staff regarding the Applicant’s proposed rate adjustment has been filed in 

the record of the above-styled proceeding. 

Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

DATED 

cc: Parties of Record 



STAFF REPORT 

ON 

WOOD CREEK WATER DISTRICT 

CASE NO. 201 1-00209 

Pursuant to a request by Wood Creek Water District (“Wood Creek”) for 

assistance with the preparation of a rate application, Commission Staff (“Staff”) 

performed a limited financial review of Wood Creek’s test-period operations for the 

calendar year ending December 31, 2008. To show that its operating revenues and 

expenses have not dramatically changed since 2008, Wood Creek provided a 

comparison of the income statements for the calendar years 2008, 2009, and 2010.’ 

Upon reviewing the income statement comparison, Staff recommends the Commission 

accept the calendar year 2008 as the test period in this proceeding. 

The scope of Staffs review was limited to obtaining information as to whether the 

test period operating revenues and expenses were representative of normal operations. 

Insignificant or immaterial discrepancies were not pursued and are not addressed. 

Mark Frost and Sam Reid of the Commission’s Division of Financial Analysis performed 

the limited review. This report summarizes Staffs review and recommendations. Mr. 

Reid is responsible for the pro forma revenue adjustment, the Cost-of-Service Study, 

and the calculation of the recommended rates. Mr. Frost is responsible for all pro forma 

expense adjustments, the revenue requirement determination, and the line-loss 

surcharge. 

‘ Application, Exhibit 12, Income Statement Comparison for calendar years 2008, 
2009, and 2010. 



Upon completion of its limited review, Staff assisted Wood Creek in the 

preparation of its rate application, which Wood Creek filed with the Commission on 

August 10, 201 1. Staff finds that Wood Creek’s application accurately reports its test- 

period operations and the proposed pro forma adjustments meet the ratemaking criteria 

of known and measurable. Appendix A is Wood Creek’s pro forma operating income 

statement. Appendix B contains an explanation of each pro forma adjustment accepted 

by Staff. 

As shown in Table 1, Wood Creeks requested pro forma operations supports a 

revenue requirement from rates of $4,810,329, an increase of $989,657 or 25.9 percent 

above the normalized revenue from rates of $3,820,672. 

Table 1: Revenue Requirement 

Debt Service Coverage - KRWA Bonds 
Debt Service Coverage - RD Bonds 
Total Debt Service Coverage 
Debt Service - KRWA & RD Bonds 
Add: Pro Forma Operating Expenses 

Depreciation 
Taxes Other Than Income 

rota I Revenue Req u i re men t 
Less: Other Income & Deductions 
Revenue Requirement from Operations 
Less: Other Operating Revenues 
Revenue Requirement from Water Sales 
Less: Pro Forma Revenue - Water Sales 
Requested Increase 

Re ve n ue 
Debt Service Coverage Req u i rement 

$ 657,742 x 0.1 = $  65,774 
108,053 

$ 1,198,009 $ 173,827 
1 , 198,009 
2,575,164 

938,507 

- 540,267 x 0.2 - 

72,346 
$ 4,957,853 

59,879 
$ 4,897,974 

87,645 
$ 4,810,329 

3,820,672 
$ 989,657 

Percentage Increase 25.903% 

Staffs recommended revenue requirement from water sales will allow Wood 

Creek to cover its pro forma operating expenses, meet its debt service requirements, 

and provide for future equity growth. The rates proposed by Wood Creek, as set forth in 

Appendix C, are supported by a cost-of-service study. Based upon adjusted test-period 
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water sales, these rates will produce revenues of $4,810,329. 

recommends that the Commission accept those rates. 

S iq n a t u res 

Therefore, Staff 

- w -  Financial AnalysK Water and Sewer 
Revenue Requirements Branch 
Division of Financial Analysis 

Rate Analyst, Communications, Water 
and Sewer Rate Design Branch 
Division of Financial Analysis 
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APPENDIX A 

PRO FORMA OPERATIONS 
STAFF REPORT CASE NO. 201 1-00209 

Operating Revenues: 
Revenues - Sales of Water 
Other Operating Revenues: 
Miscellaneous Service Revenues 
Total Operating Revenues 

Operating Expenses: 
Operation & Maintenance: 
Salaries &Wages - Employees 
Salaries &Wages - Officers 
Employee Pension & Benefits 
Purchased Power 
Chemicals 
Materials & Supplies 
Contractual Services Accounting 
Contractual Services - Legal 
Contractual Services - Water Testing 
Transportation 
Insurance - Vehicle 
Insurance - Gen. Liability 
Insurance - Worker's Compensation 
Insurance - Other 
Bad Debt 
Miscellaneous 
Total Operation & Maintenance 

Depreciation 
Taxes Other Than Income: 
Public Service Corn. Assessment 
Payroll Taxes 
Other Taxes and Licenses 
Utility Operating Expenses 

Net Utility Operating Income 
Other Income & Deductions: 
Merchandising Revenues 
Merchandising Expenses 
Interest Income 
Total Other Income & Deductions 

Net Income Available for Debt Service 

Test-Period Pro Forma 
Operations - Adjustments 

$ 3,822,025 $ ( I  ,353) 

87,645 0 
$ 3,909,670 $ (1,353) 

$ 1,349,525 
0 
0 

376,969 
300,513 
552,517 

12,000 
4,050 

10,678 
103,566 
22,991 
25,039 
4 1,650 
23,515 
17,838 
46,804 

$ 2,887,655 
757,539 

$ (545,144) 
6,750 

405,172 
0 
0 

(1 54,747) 
0 
0 
0 
0 

(12,291) 
(3,233) 

(20,388) 
1 1,390 

0 
0 

$ (312,491) 
180,968 

6,752 0 
0 64,708 

886 0 
$ 3,652,832 $ (66,8 15) 
$ 256,838 $ 65,462 

1,772,280 0 
(1,763,623) 0 

51,222 0 
$ 59,879 $ 0 
$ 316,717 $ 65,462 

Pro Forma 
Operations- 

$ 3,820,672 

87,645 
$ 3,908,317 

$ 804,381 
6,750 

405,172 
376,969 
300,513 
397,770 

12,000 
4,050 

10,678 
103,566 

IO,  700 
2 1,806 
2 1,262 
34,905 
17,838 
46,804 

$ 2,575,164 
938,507 

6,752 
64,708 

886 
$ 3,586,017 
$ 322,300 

1,772,280 
(1,763,623) 

51,222 
$ 59,879 
$ 382,179 
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- 5/8 Inch x 3/4 Itch Meter: 
First 2,000 gallons 
Next 1,500 gallons 
Next 1,500 gallons 
Next 2,500 gallons 
Over 7,500 gallons 

APPENDIX C 

STAFF’S RECOMMENDED 
RATES 

STAFF REPORT CASE NO. 201 1-00209 

1 Inch Meter: 
First 5,000 gallons 
Next 2,500 gallons 
Over 7,500 gallons 

11/2 Inch Meter: 
First 10,000 gallons 
Over 10,000 gallons 

2 Inch Meter: 
First 20,000 gallons 
Over 20,000 gallons 

3 Inch Meter: 
First 30,000 gallons 
Over 30,000 gallons 

_I 6 Inch Meter: 
First 100,000 gallons 
Over 100,000 gallons 

Wholesale User Rates: 
East Laurel Water District 
West Laurel Water Association 
City Of Livingston 

$ 20.69 Minimum bill 
$ 6.58 per 1,000 gallons 
$ 5.87 per 1,000 gallons 
$ 4.94 per 1,000 gallons 
$ 3.90 per 1,000 gallons 

$ 39.36 Minimum bill 
$ 4.94 per 1,000 gallons 
$ 3.90 per 1,000 gallons 

$ 61.42 Minimum bill 
$ 3.90 per 1,000 gallons 

$ 100.32 Minimum bill 
$ 3.90 per 1,000 gallons 

$ 139.22 Minimum bill 
$ 3.90 per 1,000 gallons 

$ 41 1.55 Minimum bill 
$ 3.90 per 1,000 gallons 

$ 2.92 per 1,000 gallons 
$ 2.92 per 1,000 gallons 
$ 2.92 per 1,000 gallons 



Service List for Case 2011-00209

Honorable Larry G Bryson, P.S.C.
318 West Dixie Street
London, KENTUCKY  40741

Donta Evans
Superintendent
Wood Creek Water District
P.O. Box 726
London, KENTUCKY  40743


