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STAFF REPORT
ON
WOOD CREEK WATER DISTRICT
CASE NO. 2015-00428

Wood Creek Water District ("‘Wood Creek”) is a water district organized pursuant
to KRS Chapter 74 that operates a Water Division and a Sewer Division that are
regulated by the Commission. The Water Division owns and operates a water
treatment facility and distribution system that provides retail water service to
approximately 5,231 customers that reside in Laurel County, Kentucky,! and wholesale
water service to East Laurel Water District (“East Laurel’), West Laurel Water
Association (“West Laurel"), and the city of Livingston. The Sewer Division owns and
operates a sewer collection system that it uses to collect wastewater from
approximately 1,235 customers.? The wastewater is transported to the city of London
for processing.

In addition to its regulated operations, Wood Creek engages in nonregulated
operations that include contracted operation and maintenance services provided to East
Laurel and West Laurel (collectively, “East and West Laurel”). East and West Laurel
provide potable water service to approximately 5,448 and 5,067 retail customers,
respectively. East Laurel provides routine wholesale water service to the city of

Manchester, while West Laurel provides routine wholesale water service to Cumberland

' Annual Report of Wood Creek Water District (Water Division) to the Public Service Commission
for the Calendar Year Ended December 31, 2014 ("Water Annual Report™) at 12 and 53.

2 Annual Report of Wood Creek Water District (Water Division) to the Public Service Commission
for the Calendar Year Ended December 31, 2014 ("Sewer Annual Report”) at 25.



Falls Highway Water District. Pursuant to the service contracts, Wood Creek provides
“all materials and labor as necessary to perform normal service and maintenance to the
customers and water distribution system” of East and West Laurel. The contracts
provide that Wood Creek bill East and West Laurel monthly for the actual cost of labor,
materials, and equipment incurred to provide the contracted services.® The Water
Division uses a work order system and accounts for the revenues and expenses for
these contracted operations using account 415, Revenues from Merchandising,
Jobbing, and Contract Work, and account 416, Costs and Expenses of Merchandising,
Jobbing, and Contract Work, respectively.

In addition to the East and West Laurel service contracts, Wood Creek's
nonregulated operations include the operation of a boat ramp and bait shop from a

small building located on the shore of Wood Creek Lake Reservoir, Wood Creek’s

® Wood Creek provides the contracted services using the same employees, buildings, vehicles,
equipment, and material inventory that it uses to perform its own operations. For billing purposes, Wood
Creek uses a work order system to directly assign and bill East and West Laurel for their share of the cost
of field operations, such as, meter reading, leak repairs, disconnections, etc. Direct assignment of
customer account, administrative and general costs using the work order system is not practical. For
example, Wood Creek employs five customer account specialists who bill, collect, and record customer
account transactions on a monthly basis for all three entities, which is over 15,000 customers. Preparing
a work order for each transaction is not practical. Instead, because these costs can be directly tied to the
number of customers served by each entity, Wood Creek shares these costs equally with East and West
Laurel by allocating one third to each entity. This method approximates the percentages of the number of
customers served by each entity as shown below.

Number of

Customers Percent
Utility Served of Total
East Laurel 5,448 34.60%
Woest Laurel 5,067 32.18%

Wood Creek 5,231 33.22%

15,746 100.00%
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source of raw water. As with the contract services, Wood Creek accounts for the cost of
operating the boat ramp and bait shop using a work order system. Wood Creek
accounts for all revenues and expenses associated with the boat ramp and bait shop in
the Water Division’s general ledger using account 675-2, Miscellaneous Expense.

The Commission last authorized Wood Creek to adjust its water service rates in
Case No. 2011-00209.* In that proceeding, Wood Creek filed an application requesting
rates that would generate $989,657 in additional annual water sales revenue, a 25.9
percent increase. After Commission Staff (“Staff”) issued a report finding that Wood
Creek had properly supported the amount of the requested revenue increase, the
Commission issued an order authorizing the rates requested by Wood Creek.

The Commission last authorized Wood Creek to adjust its sewer service rates in
Case No. 2013-00170.° In that proceeding, Wood Creek submitted financial exhibits
with its application demonstrating that it could justify a revenue increase of 208 percent,
but it requested rates that would generate only a 32.9 percent increase, stating that it
wanted to lessen the rate shock to its customers.® After reviewing Wood Creek’s sewer
operations, Staff issued a report finding that Wood Creek could have justified rates that
would generate a 131.87 percent increase to revenues.” As allowed by Commission

Order,® in Wood Creek’s August 2, 2013 response to Staff's report, Wood Creek

* Application of Wood Creek Water District for Approval of a Proposed Increase in Rates for
Water Service (Ky. PSC No. 18, 2011)

® Alternative Rate Adjustment Filing of Wood Creek Water District (Ky. PSC Nov. 12, 2013)

® See page 9 of 52 of application filed in Case No. 2013-00170 when downloaded from
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2013-00170.

" Case No. 2013-00170, Staff Report dated July 22, 2013, at 10.
® Case No. 2013-00170 (Ky. PSC June 20, 2013) at 2.
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requested that the Commission authorize rates that would generate more revenue than
the rates it had originally requested, but not as much as the amount calculated by Staff.
The revised requested rates would generate a 66.86 percent increase to revenues.® In
its response, Wood Creek recognized that the revised rates would not generate the
entire revenue increase calculated by Staff, but that these rates would “significantly
relieve the existing unacceptable financial condition of the sewer division...” and that it
intended “to phase rate adjustments over an appropriate time frame until the revenues
equal the entire appropriate and allowable revenue requirement.” The Commission
authorized the revised rates to go into effect by Order dated November 12, 2013.

On December 28, 2015, Wood Creek tendered an application (“Application”) with
the Commission requesting to increase its current retail and wholesale water service
rates pursuant to 807 KAR 5:076. Wood Creek did not request to adjust its sewer
service rates. Wood Creek’s Application was deemed filed on January 15, 2016, when
all filing deficiencies were cured. To ensure the orderly review of the Application, the
Commission established a procedural schedule by Order dated February 2, 2016.

Wood Creek based the requested rates on a historic test period that coincides
with the reporting period shown in its most recent Annual Report on file with the
Commission at the time of its filing, the calendar year ending December 31, 2014, as

required by 807 KAR 5:076. In the Application, Wood Creek stated that the requested

9

Revenue at Revised Rate Request $ 632,491
Less: Revenue at Present Rates, Staff Report at 10 (379,062)

Increase $ 253,429
Percentage Increase 66.86%
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rates would increase the monthly bill of a typical residential water customer'® from
$33.50 to $38.37, a $4.87 increase, or 14.53 percent, and that the requested rates
would generate $701,615 in additional annual water sales revenues, a 14.54 percent
increase. Wood Creek presented financial exhibits in its Application that support the

need for the additional revenues. These exhibits are summarized below in condensed

form.
Pro Forma Operating Expenses $ 4,492,416 '
Plus: Average Annual Principal
and Interest Payments 1,028,816
Additional Working Capital 162,424
Overall Revenue Requirement 5,683,656
Less: Other Operating Income (154,147)
Interest Income (1,601)
Revenue Required from Rates 5,527,908
Less: Revenue from Sales at Present Rates (4,826,293)
Required Revenue Increase $ 701,615
Percent Increase 14.54%

To determine the reasonableness of the water rates requested by Wood Creek,
Staff performed a limited financial review of Wood Creek’s test-year operations. During
its review, Staff found that the operations and records of Wood Creek’s Water and
Sewer Divisions were interconnected enough that its review of the Water Division’s
operations could easily be expanded to include the review of the Sewer Division’s
operations. To assist Wood Creek in its endeavor “to phase rate adjustments over an

appropriate time frame until the revenues equal the entire appropriate and allowable

0 typical residential customer purchases 4,000 galions of water per month through a 5/8-inch x
3/4-inch meter.
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revenue requirement,” Staff expanded its review to include an examination of the
reasonableness of Wood Creek'’s current sewer rates. As allowed by the Commission’s
February 2, 2016 Procedural Order," Wood Creek may request that the Commission
allow it to adopt either the sewer service rates calculated by Staff or alternative rates
that would generate up to, but less than, the amount of the sewer revenue increase
calculated by Staff. Wood Creek is not required to adjust rates at this time.

The scope of Staffs review was limited to determining whether operations
reported for the test year by the Water and Sewer Divisions were representative of
normal operations. Known and measurable changes to test-year operations were
identified and adjustments were made when their effects were deemed to be material.
All insignificant and immaterial discrepancies were not pursued or addressed.

Staff's findings are summarized in this report. Jack Scott Lawless reviewed the
calculation of Wood Creek’s Overall Revenue Requirement. Sam Reid reviewed Wood
Creek'’s reported revenues and rate design. {

Summary of Findings

1. Overall Revenue Requirement and Required Revenue Increase for Water

and Sewer Divisions. By applying the Debt Service Coverage (‘DSC") method, as

generally accepted by the Commission, Staff found that the Water Division’s Overall
Revenue Requirement is $5,751,717 and that an $815,882 revenue increase, or 17.07
percent, to pro forma present rate revenues is necessary to generate the Overall

Revenue Requirement.

" Ordering paragraph 4 recognizes that Staff may find that Wood Creek's financial condition
supports “the assessment of an additional rate or charge not proposed in Wood Creek’s application.”
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By applying the operating ratio method, as generally accepted by th\e
Commission, Staff found that the Sewer Division's Overall Revenue Requirement is
$1,084,145 and that a $449,743 revenue increase, or 72.18 percent, to pro forma
present rate revenues is necessary to generate the Overall Revenue Requirement.

2. Water Service Rates. Wood Creek proposes to increase its current water

service rates by approximately 14.54 percent evenly across the board. Wood Creek
has not performed a cost-of-service study. The Commission has previously found that
an across-the-board increase is an appropriate and equitable method of cost allocation
in the absence of a cost-of-service study. Staff finds that an across-the-board increase
is the appropriate means to allocate the increased revenue requirement. The rates set
forth in Attachment A of this report are based upon the revenue requirement as
calculated by Staff and will produce sufficient revenues from water sales to recover the
$5,595,969 determined by Staff, an approximate 17.07 percent increase. These rates
will increase a typical residential customer’s monthly water bill from $33.50 to $39.21,
an increase of $5.71, or 17.04 percent.

3. Sewer Service Rates. Staff finds that an across-the-board increase is the

appropriate means to allocate the increased Sewer revenue requirement. The sewer
rates set forth in Attachment B of this report are based upon the revenue requirement
as calculated by Staff and will produce sufficient revenues from sewer service rates to
recover the $1,072,824 determined by Staff, an approximate 72.18 percent increase.
These rates will increase a typical residential customers sewer bill from $35.42 to
$60.98, an increase of $25.56, or 72.16 percent. Wood Creek may consider immediate

implementation of these rates or phasing in smaller rate increases incrementally over:a
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three-year or five-year period until the final rates are equal to or less than the rates

shown in Attachment B.

4, Depreciation Practices. In the 2014 Annual Report, the Water Division
reported $41,436,251'2 for the original cost of plant in service and $903,468 for
depreciation expense. The Sewer Division reported $8,721,950' for the original cost of
plant in service and $388,194 for depreciation expense. The combined totals are
$50,158,201 for plant and $1,291,662 for depreciation expense. In support of these
amounts, Wood Creek attached to the Application its 2014 combined water and sewer
plant ledger that was prepared by Wood Creek’s independent financial auditor.

The ledger is separated into muttiple subsidiary plant accounts where individual
assets are grouped with other assets that are alike or similar. For example, the cost of
all water main is recorded in one subsidiary account that is separate from other
subsidiary accounts that are used to record the cost of water meters and sewer
collection mains.

The plant ledger also includes subsidiary accounts that are used to record the
cost of assets that are shared by Wood Creek’s Water Division, Sewer Division and
nonregulated operations. These shared assets include, but are not limited to, an office
building, a warehouse, office furniture and equipment, and equipment necessary to
carry out field operations.

The ledger totals for the cost of plant in service and depreciation expense for all

subsidiary accounts are $50,158,202 and $1,291 ,662, respectively. While these totals

"2 Water Annual Report at 31.

'® Sewer Annual Report at 18.
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match and support the combined totals shown for these accounts in the Water and
Sewer Division's Annual Reports, the subsidiary accounts are not grouped and totaled
in the ledger for each division separately and are therefore not easily traced to each
division's Annual Report. Wood Creek should require its auditor to revise the format of
the plant ledger so that the cost of the assets reported in the Water Division’s Annual
Report are clearly grouped and totaled separately from the assets that are included in
the Sewer Division’s Annual Report.

Additionally, in Staff's report submitted in Case No. 2013-00170, George Wakim
of the Commission’s Division of Engineering, referring to the O&M Guide for the Support
of Rural Water-Wastewater Systems by Commission on Rural Water, found that Wood
Creek should make the following changes to the depreciable lives assigned to certain
sewer assets.

Used by Staff Oo&M

Sewer Asset Class Wood Creek Approved Guide
Asset 544, Pumps 7 35 20-50
Asset 548, 56, 264 Service

Lines 40 10 10
Asset 591, Services 20 10 10
Asset 577, Electric Pumping

Equipment, Structures 20 35 20-50
Asset 592, Electric Pumping

Equipment 20 7 7

Wood Creek agreed with Mr. Wakim's findings and the Commission ordered that
Wood Creek use the revised depreciable lives to calculate depreciation accrued on

sewer assets in future reporting periods for accounting and ratemaking purposes. In

4 Case No. 2013-001 70, Alternative Rate Adjustment Filing of Wood Creek Water District (Ky.
PSC June 20, 2013) at 7.
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this proceeding, Staff found that Wood Creek failed to revise these lives and that it had
continued to use the same lives it was using prior to Case No. 2013-00070 to calculate
test-year depreciation expense. Wood Creek should ensure that its financial auditor
calculates depreciation on all assets using the lives authorized by the Commission in alll
future reporting periods.

In this proceeding, the Staff of the Commission’s Engineering Division
(“Engineering Staff”) reviewed the lives assigned to Wood Creek’s water assets and
shared assets and determined that adjustments to some of those lives are warranted.
Its review and findings are summarized in this report at Attachment C. The revised lives
should be used for accounting purposes in all future reporting periods. Staff finds that
they better match the life expectancy of Wood Creek’s assets than the lives currently
used. No adjustment to accumulated depreciation or retained earnings should be made
to account for the effect of this change in accounting estimate.

Pro Forma Operating Statements

Pro Forma Operating Statements for the test year ended December 31, 2014, as

determined by Staff, appear below for Wood Creek’s Water and Sewer Divisions.
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Water Division

Operating Revenues
Sales of Water
Other Water Revenue

Total Operating Revenues

Operating Expenses
Operation and Maintenance Expenses
Salaries and Wages - Employees
Purchased Power for Pumping
Chemicals
Materials and Supplies
Contractual Services

Transportation Expenses
Insurance

Bad Debt Expense
Miscellaneous Expense
Other
Boat Ramp and Bait Shop

Commissloner Compensation

Total Operation and Maintenance Expenses
Depreciation Expense
Taxes Other Than Income - PSC Fee

Total Operating Expenses

Net Operating Income

Interest Income

Revenues from Nonregulated Opsratlons
East Laurel
West Laurel
Sewer Divislon

Expenses for Nonregulated Operations
East Laurel
West Laurel
Sewer Division

Income Avallable to Service Debt

Test
Year Adjustments  (Ref.) Pro Forma
$4,826,293 $ (46,206) (A-1) $4,780,087
154,147 154,147
4,980,440 (46,206) 4,934,234
1,448,934 78,800 (B-1) 1,627,734
385,525 388 (C) 385,913
794,766 . 794,766
577,591 6,432 (D) 584,023
14,612 800 (E)
(4,400) (F) 11,012
110,685 26,230 (G) 138,915
144,945 (5,547) (H)
(24,811) (1)
14,258 J) 128,845
39,493 39,493
16,769 16,769
33,634 (10,116) (B-1)
104 (C)
1,720 (D)
314 (G)
319 (H)
989 (I)
24  (J)
671 (L)
(27,859) (K -
7,560 (7,560) (B-1) -
3,574,514 50,957 3,625,471
803,468 (74,146) (L) 829,322
10,434 B84 (M) 9,590
4,488,418 (24,033) 4,464,383
492,024 (22,173) 469,851
1,601 1,601
775,120 (775,120) (N) -
764,769 (764,769) (N) -
97,603 (97,603) (O) -
(885,030) 885,030 (N) -
(871,156) 871,156 (N) -
(167,070) 167,070 (O) -
$ 207,861 $ 263,591 $ 471,452
-11- Staff Report
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Sewer Division

Operating Revenues

Sewer Service Revenues
Miscellaneous Sewer Revenues

Total Operating Revenues

Operating Expenses

Operation and Maintenance Expenses

Furel and Purchased Power

Chemicals

Misc. Supp. and Exp. - Collection Sys.
Maintenance of Collection System - Wages
Maintenance of Pumping System

Wages $ 42,156

Materials and Supplies 29,800
Maintenance of Other Plant Facilities

Wood Creek Wages 32,354

Contracted Services 500

Adminstrative and General Salaries
Outside Services Employed - City of London

Total Operation and Maintenance Expenses
Depreciation Expense

Taxes Other Than Income - PSC Fee
Total Operating Expenses

Net Operating Income
Interest Income

Net Operating Income after Interest

Test
Year Adjustments (Ref.) Pro Forma
635440 $ (12,359) (A-2) $ 623,081
11,290 11,290
646,730 (12,359) 634,371
25,066 956 (C) 26,022
30,728 30,728
1,077 1,077
13,411 150,503 (B-2) 163,914
71,956 15,813 (D) 87,769
32,854 4,400 (F) 37,254
8,954 8,954
243,110 243,110
44,149 (G) 44,149
5228 (H) 5,228
4,073 () 4,073
3,393  (J) 3,393
427,156 228,514 655,670
388,194 (80,661) (L) 297,533
844 (M) 844
815,350 138,697 954,047
(168,620) (151,056) (319,676)
31 31
$ (168,589) $ (151,056) $ (319,645)

(A-1) Water Division Billing Analysis Adjustment. Wood Creek provided a billing

-12-

analysis with its Application that calculated water sales revenue of $4,798,732 for all
customers. Water sales revenue as reported in the 2014 Annual Report was adjusted

downward by $27,561 to this amount. During its review, Staff found that approximately

Staff Report
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$18,645 in additional downward billing adjustments for water sales were made during
the test year that were not reflected in the billing analysis provided in the Application.
With this additional adjustment, the test-year normalized revenue from water sales

determined by Staff is $4,780,087.

(A-2) Sewer Division Billing Analysis Adjustment. Wood Creek’s 2014 annual

report stated wastewater service revenues to be $635,440. During its review, Staff
found that approximately $12,359 in downward billing adjustments for wastewater
service were made during the test year. After recognizing this adjustment, the test-year

normalized revenue for wastewater services determined by staff is $623,081.

(B-1) Water Division Wages and Benefits. During the test year, Wood Creek
employed 41 full-time employees and 6 part-time employees to carry out its daily
regulated and nonregulated operations under the management and control of three
commissioners. Payment of all employee and commissioner test-year wages, benefits
and payroll taxes was managed and accounted for using the Water Division's
accounting system. The Water Division reported $1,817,618 for total test-year

employee and commissioner wages. This amount was distributed to the Water

Division's accounts as follows.
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Acct.

No. Account Title Wages
333-4 Services $ 3,981
601-1 Wages - Pumping Operations 22,542
601-3 Wages - Water Treatment 334,794
601-4 Wages - Water Treatment Maint. 1,484
601-5 Wages - T&D Operations 37,534
601-6 Wages - T&D Maintenance 276,375
601-7 Wages - Customer Account Expense 374,306
Allocate 1/3 of total to 416-0 (124,769)
Allocate 1/3 of total to 416-1 (124,769)
601-8 Wages - Administrative Expense 81,967

Total Water Expense Charged to Account No. 601 879,465

875-2 Miscellaneous Expense - Boat Ramp

and Bait Shop 31,488
675-81 Commissioners 7,560
Total Water Expense Charged to Account No. 675 39,048
416-0 Cost & Expense - West Laurel

Field Employees Directly Assigned 265,856

Allocated Customer Accounts Expense 124,769
416-1 Cost & Expense - East Laurel

Field Employees Directly Assigned 277,617

Allocated Customer Accounts Expense 124,769
416-3 Cost & Expense - Sewer 102,113
Total Expense Charged to Account No. 416 895,124
Total $ 1,817,618

The distribution of test-year wages was performed by Wood Creek using
employee direct time reporting when practical. Allocation methods were used when
direct time reporting was not practical. The methods used to distribute test-year wages

are discussed below for each of the following employee groups: 1) General Manager's
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("GM") Office; 2) Water Treatment Plant 3) Field Maintenance and Operation; 4) Office;
and 5) Commissioners.

1) GM's Office. The GM's Office includes the GM, Assistant GM, and Project
Manager. Wood Creek allocated their regular wages evenly to accounts 601-8, 416-0,
and 416-1 by distributing one-third of the total to each account. Their vacation and
holiday wages were reported only to account 601-8. None of their wages were reported
to the Sewer Division account 416-3 or to the Boat Ramp and Bait Shop account 675-2.

2) Water Treatment Plant Personnel. Wood Creek employed seven full-time
certified water treatment plant operators and one full-time lab technician. Their wages
were distributed to account 601-3.

3) Field Maintenance and Operation Personnel. Wood Creek employed 22
full-time and six part-time field staff. All full-time employees used daily work orders to
document the amount of time that they dedicated to each of Wood Creek’s regulated
and nonregulated operations during the test year. This information was used to
distribute their wages to accounts 333-4, 416-0, 416-1, 416-3, 601-1, 301-4, 601-5, 601-
6, 601-7 and 601-8. None of their wages were distributed to the Boat Ramp and Bait
Shop. All part-time employees were used to operate the Boat Ramp and Bait Shop.
Their wages were charged entirely to account 675-2.

4) Office Personnel. Wood Creek employed eight full-time office staff
members during the test year. This staff included the Chief Financial Officer (“CFO"),
assistant CFO, and customer account specialists. Their wages were allocated evenly to

accounts 601-7, 416-0, and 416-1, with one-third of their wages distributed to each
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account. None of their wages were allocated to the Sewer Division account 416-3 or to
the Boat Ramp and Bait Shop account 675-2.

5) Commissioners. Each of Wood Creek’s three commissioners received a
test-year salary in the amount of $2,520. All commissioner wages were reported to
account 675-81.

In addition to the wages listed above, Wood Creek also incurred the cost of test-

year employee benefits and payroll taxes (“‘wage overheads”) listed below.

Health Insurance $ 669,143
Other Insurance 18,582
Retirement Contributions 325,136
Total Pensions and Benefits $ 1,012,861
FICA Taxes $ 139,858
State and Federal Unemployment Taxes 10,633
Total Payroll Taxes $ 150,491

Wood Creek distributed the employee wage overheads to the same accounts to
which it distributed employee wages based on the percentage of employee wages,
excluding Commissioner wages, distributed to each account. The table below details
Wood Creek’s accounting for test-year wages and wage overheads for employees and

Commissioners.
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Allocation of Benefits and Taxes

Percent FICA and

Acct. of Employee  Pensionand Unemployment Total Charged
No. Account Title Wages Wage Total Ingurance Taxes to Accourt
333-4 Services $ 3,981 0.22% $ 2205 $ 328 $ 6,514
601-1 Wages - Pumping Operations 22,542 1.23% 12,485 1,855 36,883
601-3 Wages - Water Treatment 334,794 18.31% 186,252 27,673 548,719
601-4 Wagss - Water Treatment Maint. 1,484 0.08% 822 122 2,429
601-5 Wages - T&D Operations 37,534 2.05% 21,203 3,150 61,887
601-6 Wages - T&D Maintenance 276,375 15.11% 158,466 23,545 458,386
601-7 Wages - Customer Account Expense 374,306 20.47% 209,796 31,172 615,274

Allocate 1/3 of total to 416-0 (205,091)

Allocate 1/3 of total to 416-1 (205,091)
601-8 Wages - Administrative Expense 81,967 4.48% 46,642 6,930 135,539
Total Water Expense Charged to Accourt No. 601___ 1,129,002 1,448,934

675-2 Miscellaneous Expense - Boat Ramp
and Bait Shop 31,488 1.72% 17,439 2,591 51,518

675-81 Commissioners 7,560 7,560
Total Water Expense Charged to Account No. 675 39,048 59,078
416-0 Cost & Expense - West Laurel

Field Employess Directly Assigned 265,856 14.54% 147,241 21,877 434,974

Allocated Customer Accounts Expense 205,091
416-1 Cost & Expense - East Laurel

Field Employees Directly Assigned 277,617 16.18% 153,754 22,845 454,216

Allocated Customer Accounts Expense 205,091
416-3 Cost & Expense - Sewer 102,113 5.58% 56,554 8,403 167,070
Total Expense Charged to Account No. 416 645,586 1,466,442
Total $ 1,817,618 $ 1,012,861 $ 150,491 $ 2,980,969

During its review, Staff found that adjustments were warranted to the test-year
amounts to account for:

1) wage rate increases awarded to employees during and subsequent to the
test-year;

2) replacement of five full-time employees whose average hourly wage rate
was $17.26 with five new full-time employees whose average hourly wage rate lis
$10.60;

3) the addition of one part-time office employee;
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4) reclassification of water meter reading costs from accounts 601.7 and
account 416-1 to account 416-3;'°

5) reclassification of office personnel costs that are attributed to sewer
operations from accounts 601-7 and 416-1 to account 416-3:

6) allocation of the cost of the Commissioners and the GM’s office to each
wage account based on the wages that had been distributed to each account for all
employees who were controlled, supervised, and managed by the Commissioners and
General Manager’s office; and

7) distribution of the current cost of wage overheads that total $1 ,257,453216
to the appropriate wage accounts.

The table below demonstrates the results of Staffs adjustments to the Water
Division’s test-year wages and wage overheads. Staffs distribution of pro forma wages

and wage overheads to each account for each employee is detailed in Attachment D.

1% During the test year, Wood Creek provided sewer service to approximately 1,235 customers. |t
also provided water service to 1,158 of these customers. The remaining 75 sewer customers were
provided water service by East Laurel. Each customer's monthly sewer bill was determined using water
meter readings. As a result, it is necessary and appropriate to report a portion of the water meter reading
costs to the Sewer Division based on the number of sewer customers served by Wood Creek and East

Laurel when compared to the total number of combined water and sewer customers served by each of
these entities.
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Health Insurance, $66,350.50 Current Premium x 12 Months $ 796,206

Other Insurance, Test-Year Amount 18,581
Retirement Contributions, Pro Forma Wages x 17.06 Percent 296,102
FICA Taxes, Pro Forma Wages x 7.65 Percent 135,931
Unemployment Taxes, Test-Year Amount 10,633
Total $ 1,257,453
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Acct. Increase/

No. Account Title Test Year Pro Forma  (Decrease)
333-4 Services $ 6,514 $ 7,894 % 1,380
601-1 Wages - Pumping Operations 36,883 44,002 7,119
601-3 Wages - Water Treatment 548,719 602,506 53,787
601-4 Wages - Water Treatment Maint. 2,429 2,965 536
601-5 Wages - T&D Operations 61,887 79,043 17,156
601-6 Wages - T&D Maintenance 458,386 506,693 48,307
601-7 Wages - Customer Account Expense 205,092 291,143 86,051
601-8 Wages - Administrative Expense 135,539 1,382 (134,157)
Total Water Expense Charged to Account No. 601 1,448,934 1,527,734 78,800
675-2 Miscellaneous Expense - Boat Ramp

and Bait Shop 51,518 41,402 (10,116)
675-81 Commissioners 7,560 - (7,560)
Total Water Expense Charged to Account No. 675 59,078 41,402 (17,676)
416-0 Cost & Expense - West Laurel 640,065 598,648 (41,417)
416-1 Cost & Expense - East Laurel 659,307 617,035 (42,272)
416-3 Cost & Expense - Sewer 167,070 249,180 82,110
Total Expense Charged to Account No. 416 1,466,442 1,464,863 (1,579)
Total $ 2,980,969 $3,041,893 $ 60,924

(B-2) Sewer Division Wages and Benefits. During the test year, Wood Creek’s

Water Division reported $102,113 to account 416-3, Cost and Expense Sewer, for the
wages of field maintenance and operation employees that were directly charged to
sewer operations using the work order system. Without explanation, Wood Creek’s
Sewer Division recognized only $97,603 of this amount on its income statement using

the following accounts.

-19- Staff Report
Case No. 2015-00428



Acct. Total Charged Percent of

No. Account Title to Account Total
354-9 Services $ 70

363-9 Electric Pumping Equipment 657

Total Capitalized 727 0.74%
712-9  Maint. Collection System 13,411

713-9 Maint. Pumping System 42,156

715-9  Maint. Other 32,355

920-9 Salaries - Adm. & General 8,954

Total Expensed 96,876 99.26%
Total $ 97,603 100%

There were no test-year wages either assigned or allocated to the Sewer Division
for office employees, the GM's Office, or the Commissioners. Further, there were no
wage overheads assigned or allocated to the Sewer Division for any employees. As
noted in Ref. Item B-1, Staff determined that $249,223 of Wood Creek’s pro forma
wages and wage overheads should be charged to the Sewer Division. Of this amount,
Staff determined that $247,379 ($249,223, total pro forma, x .9926, test-year expense
percentage) should be expensed in the Sewer Division’s pro forma operations.
Accordingly, Staff increased the Sewer Division’s test-year expenses by $150,503
($247,379, pro forma expense - $96,876, test-year expense). Staff recorded the entire
adjustment to account 712, Maintenance of Collection System, instead of distributing it
to all of the expense accounts used by the Sewer Division to record test-year wages
expense.

(C)  Office Electric. During the test year, Wood Creek reported $13,329 for

electrical service provided to its office building. For reporting purposes, Wood Creek
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shared this expense evenly with its Water Division and East and West Laurel by
allocating one-third of the cost to each entity. A portion of this cost should have also
been allocated to the Sewer Division and to the Boat Ramp and Bait Shop, since their
operations were administered and managed by the employees housed in the office
building.  Staff allocated the test-year expense to Wood Creek’s regulated and
nonregulated operations based on the percentage of the office employees’ pro forma
wages distributed to each entity by Staff. The office employees include the customer
account specialists, the CFO, the GM, and their support staff. Staff's allocations, and
the resulting adjustments to Wood Creek’s test-year operations, are shown below.

Allocation of Office Electric

Allocation
of Test-
Office Percent Year Office Less: Test
Wages  of Wages Electric Year Adjustment
Water Division $178,458 3625% $ 4,832 $ (4,443) $ 388
Sewer Division 35,285 7.17% 956 956
Boat Ramp and Bait Shop 3,846 0.78% 104 104
East Laurel 137,278 27.88% 3,716 (4,443) (727)
West Laurel 137,450 27.92% 3,721 (4,443) (722)
Total 492,317  100.00% $ 13,329 $ (13,329) $ -

(D)  Office Materials and Supplies. During the test year, Wood Creek reported

$220,539 for materials and supplies expense that were used at its office building. For
reporting purposes, Wood Creek shared this expense evenly with its Water Division and
East and West Laurel by allocating one-third of thé cost to each entity. A portion of this
cost should have also been allocated to the Sewer Division and to the Boat Ramp and
Bait Shop, since their operations were administered and managed by the employees
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housed in the office building using these materials and supplies. Staff reallocated the
test-year expense to Wood Creek’s regulated and nonregulated operations based on
the percentage of the office employee’s pro form wages distributed to each entity by
Staff. The office employees include the customer account specialists, the CFO, the
GM, and their support staff. Staff's allocations, and the resulting adjustments to Wood
Creek’s test-year operations, are shown below.

Allocation of Office Materials and Supplies

Allocation
of Test-

Office Percent Year Office Less: Test

Wages  of Wages  Supplies Year Adjustment
Water Division $178,458 36.25% $ 79,945 §$ (73,513) $ 6,432
Sewer Division 35,285 7.17% 15,813 15,813
Boat Ramp and Bait Shop 3,846 0.78% 1,720 1,720
East Laurel 137,278 27.88% 61,486 (73,513) (12,027)
West Laurel 137,450 27.92% 61,574 (73,513) (11,939)
Total 492,317 100.00% $ 220,539 $(220,539) $ -

(E) Rate Case Expense. Wood Creek paid Kenvirons, Inc. (“Kenvirons”)

$4,000 to prepare the rate application filed in this matter. Wood Creek proposed to
increase its Water Division’s test-year expenses by $4,000 to fully recover this expense
on an annual basis.

Staff finds that rate recovery of rate case expense is appropriate and should be
allowable, but Staff disagrees with the adjustment proposed by Wood Creek. The rate

case expense paid to Kenvirons is a nonrecurring expense that should be amortized for

)
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rate recovery over the anticipated five-year life of the rates'” that will be authorized by
the Commission in this proceeding. Accordingly, Staff increased the Water Division’s
test-year expenses by $800 ($4,000 / 5 years), not the $4,000 requested by Wood
Creek.

(F Contractual Services - Accounting. Cloyd & Associates performed the

2014 financial audits of Wood Creek, East Laurel and West Laurel. East and West
Laurel each paid an audit fee of $7,800. Wood Creek’s fee was $12,200, which it
reported as an expense to the Water Division. No amount was charged to the Sewer
Division.

During Staffs review, Wood Creek's CFO, Dewayne Lewis, stated that the
amount of work performed by the auditor for Wood Creek’s Water Division and East and
West Laurel was nearly identical. He stated that the amount of Wood Creek’s audit fee
that exceeded those of East and West Laurel, $4,400, is attributed to the audit work
performed for Wood Creek's Sewer Division. To properly report the Sewer Division’s
portion of the test-year audit fee, Staff decreased the Water Division's expenses by
$4,400 and increased the Sewer Division'’s expenses by $4,400.

(G)  Transportation Expenses. During the test year, Wood Creek incurred

transportation expenses for field maintenance, meter reading, and the GM's Office in
the amounts of $238,631, $63,218, and $15,794, respectively. It allocated these

amounts evenly to its Water Division and to East and West Laurel as shown below.

7 Generally, the anticipated life of a utility’s service rates is based on the frequency of the utility’s
previous rate case filings. Since Wood Creek’s current water rates were authorized nearly five years ago
on November 18, 2011, in Case No. 2011-00209, Staff anticipates that the life of the rates authorized in
this proceeding will be approximately five years.
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Water East West

Total Division Laurel Laurel
Field Maintenance $ 238,631 $ 79544 $ 79,544 $ 79,544
Meter Reading 63,218 21,073 21,073 21,073
GM's Office 15,794 5,265 5,265 5,265
Total $ 317643 $105881 $ 105881 $ 105,881

Wood Creek did not charge test-year transportation costs to either the Sewer
Division or the Boat Ramp and Bait Shop. Because a portion of the transportation
expenses reported for field maintenance, meter reading, and the GM'’s office can be
attributed to sewer operations, and a portion of the GM'’s office transportation expense
can be attributed to the boat ramp and bait shop, Staff made adjustments to Wood
Creek’s test-year operations to reallocate these expenses. Individual and cumulative
adjustments for these expenses are calculated and discussed below.

Field Maintenance. Travel expenses reported for field maintenance represent
the cost of travel necessary for field employees to operate and maintenance the water
distribution systems of the Wood Creek and East and West Laurel, as well as Woc?d
Creek’s sewer collection system. Based on the information gathered by Staff during i'f[s
review, Staff determined that the percentage of wages distributed to each system is the
most appropriate method to allocate these travel costs for ratemaking purposes in this

proceeding. Staff's allocations are shown below.
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Allocation of

Pro forma Field Maint. Less: Test
Wages Percent Expense Year Adjustment
Water Division $ 278,540 42.69% $ 101,877 $ (79,544) $ 22,334
Sewer Division 102,882 15.77% 37,630 37,630
East Laurel 132,942 20.38% 48,624 (79,544) (30,919)
West Laurel 138,070 21.16% 50,500 (79,544) (29,044)
Total $ 652,434 100.00% $ 238,631 $(238,631) $ -

Meter Reading. Travel expenses reported for meter reading represent the cost of
travel necessary for Wood Creek’s employees to read the water meters of Wood Creek
and East and West Laurel. The meter readings are used to prepare the monthly bills for
the water customers of those entities, as well as the sewer customers of Wood Creek.
From the information gathered by Staff during its review, Staff determined that the
allocation of these costs for ratemaking purposes should be based on the percentage of

meter reading employee wages charged to each water and sewer system by Staff as

shown below.
Allocation of
Pro forma Meter Read Less: Test .

Wages Percent Expense Year Adjustment
Water Division $ 23,676 3531% $ 22320 $ (21,073) $ 1,247
Sewer Division 5,543 8.27% 5,225 5,225
East Laurel 21,375 31.87% 20,150 (21,073) (922)
West Laurel 16,466 24.55% 15,523 (21,073) (5,550)
Total $ 67,060 100.00% $ 63,218 $ (63,218) $ -

GM's Office. Travel expenses of the GM’s Office represent the cost of travel
necessary for the employees of the GM's Office to carry out their management and

oversight of Wood Creek’s regulated and nonregulated operations. From the
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information gathered by Staff during its review, Staff determined that the allocation of

these costs for ratemaking purposes should be based on the percentage of wages that

were distributed to each entity as shown below.

Allocation of
Pro forma GM's Office Less: Test

Wages Percent Expense Year Adjustment
Water Division $ 96,837 50.11% $ 7915 §$ (5,265 $ 2,650
Sewer Division 15,827 8.19% 1,294 1,294
Boat Ramp and Bait 3,846 1.99% 314 314
East Laurel 38,978 20.17% 3,186 (5,265) (2,079)
West Laurel 37,761 19.54% 3,086 (5,265) (2,179)
Total $ 193,249 100.00% $ 15,794 $ (15,794) $ -

Staff's adjustments to reallocate test-year transportation costs are summarized

below.
General
Field Meter Manager's Total

Maintenance Reading Office Adjustment
Water Division $ 22,334 $ 1,247 $ 2,650 $ 26,230
Sewer Division 37,630 5,225 1,294 44,149
Boat Ramp and Bait Shop 314 314
East Laurel (80,919) (922) (2,079) (33,921)
West Laurel (29,044) (5,550) (2,179) (36,772)

(H)  Insurance-General Liability. Wood Creek incurred $46,225 for test-yeér

general liability insurance expense that was reported entirely by the Water Division.
Since this insurance policy benefited the Water Division, Sewer Division, and the Boat
Ramp and Bait Shop, its test-year premium should be shared by these entities. As
shown in the table below, Staff determined that $5,228 of the test-year amount should

be allocated to the Sewer Division and $319 to the Boat Ramp and Bait Shop based on
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the percentage of each entity’s pro forma present rate revenues when compared to the
total revenues of all three entities benefiting from the insurance.'® Accordingly, Staff
decreased the Water Division’s test-year insurance expense by $5,547 and increased

the Sewer Division’s and Boat Ramp’s test-year expenses by $5,228 and $319,

respectively.
Boat Ramp
Water Sewer and
Test Year Divislon Division Bait Shop
Pro forma Present Rate Service Revenue  $5,441,830 $4,780,087 $ 623,081 $ 38,662
Plus: Other Operating Revenue 165,437 154,147 11,290
Interest Income 1,632 1,601 31
Rents - ~
Total 5,608,899 4,935,835 634,402 38,662
Percentage 100% 88.00% 11.31% 0.69%
Allocated General Liablity Insurance $ 46225 $ 40678 $ 5228 $ 319
Less: Test Year (46,225) - -
Adjustment $ (5547) $ 5228 $ 319

(N Workers Compensation Insurance. Wood Creek incurred $49,734 for test-

year Workers Compensation Insurance expense. The entire amount was reported as
an operating expense of the Water Division. Since this insurance coverage benefitted
all employees, Staff allocated its costs to Wood Creek’s regulated and nonregulated

operations based on the percentage of pro forma employee wages that Staff directly

'8 Allocation of the cost of general liabllity insurance expense based on an entity’s share of total
revenue was accepted by the Commission In Case No. 2013-00350, Alternative Rate Adjustment Filing of
Garrison-Quincy-Ky-O-Heights Water District (“Garrison-Quincy”). In that proceeding, recognizing that
general liablility insurance premiums can generally be dependent on the level of an entity’s annual
revenues, Staff allocated general liability insurance between Garrison-Quincy’s water and sewer divisions
based on their percentage of total pro forma present rate revenues (See, Staff's January 17, 2014 Report
at 21). The Commission accepted Staff's allocation method in its February 19, 2014 Order.
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assigned and allocated to each entity. The adjustments to test-year expenses that are

necessary to account for Staff’s allocations are calculated and shown below.

Pro Forma
Employee Percent Less: Test
Wages of Total Allocation Year Adjustment

Water Division $ 890,433 50.11% $24,923 $(49,734) $ (24,811)
Sewer Division 145,525 8.19% 4,073 - 4,073
Boat Ramp and Bait Shop 35,334 1.99% 989 - 989
East Laurel 358,401 20.17% 10,031 - 10,031
West Laurel 347,186  19.54% 9,718 - 9,718

$1,776,879  100.00% $49,734 $(49,734) $ -

(J)  Vehicle Insurance. Wood Creek incurred test-year vehicle insurance
expense in the amount of $24,411, which was reported as a Water Division expense.
Staff finds that vehicle insurance is a transportation cost that should be allocated to
Wood Creek’s regulated and nonregulated operations based on the percentage of all
other transportation costs allocated to each operation. Staff's allocation of test-year

vehicle insurance and the adjustments necessary to account for this allocation are

shown below.
Allocated Travel Expense
General Allocated Less:

Field Meter Manager's Vehicle Test

Maint. Reading Office Total Percent Insurance Year Adjustment
Water Division $101,877 $22320 §$ 7,915 $132,111 41.58% $ 10,153 §$ (24,411) $ (14,258)
Sewer Division 37,630 5,225 1,294 44,149 13.90% 3,393 3,393
Boat Ramp and Bait Shop 314 314 0.10% 24 24
East Laurel 48,624 20,150 3,186 71,960 22.65% 5,530 5,530
West Laurel 50,500 15,523 3,086 69,109 21.76% 5,311 5,311
Total $ 238,631  $63,218 § 15794 $317,643 100.00% $ 24,411 $ (24,411) $

(K) Boat Ramp and Bait Shop. Wood Creek reported the Boat Ramp and Bait

Shop’s test-year revenues and expenses, in the amounts of $38,662 and $72,295,
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respectively, using Water Division account 675.2, Miscellaneous Expense, which
resulted in a net expense, or net loss, in the amount of $33,634. As discussed
throughout this report, Staff made several adjustments to the Boat Ramp and Bait
Shop’s test-year operations that decrease the test-year net loss to $27,659. Because
the Boat Ramp and Bait Shop’s operations are not essential to the provision of Wood
Creek’s regulated water or sewer services, it is not appropriate or proper to place the
financial burden of the adjusted test-year loss on Wood Creek’s customers by allowing it
to be recovered through water or sewer rates. Accordingly, Staff removed the loss from
the Water Division's pro forma operations. If the Boat Ramp and Bait Shop had
generated a net profit, Staff would have shared the profit between Wood Creek’s water
and sewer customers, recognizing that Wood Creek has no stockholders to benefit from
such profit through the receipt of dividend payments from Wood Creek.

(L) Depreciation. Wood Creek’s Water Division and Sewer Division reported
test-year depreciation expense in the amounts of $903,468 and $388,194, respectively.
The amount reported by the Water Division included depreciation accrued on: 1) assets
used only by the Water Division; 2) assets used only by the boat ramp and bait shop;
and 3) assets shared by Wood Creek’s regulated and nonregulated operations (“Shared
Assets”). The shared assets included, but were not limited to, the office building, office
equipment, computer software, warehouse, transportation equipment, tools, shop, and
garage equipment, power operated equipment, and communication equipment. The
Sewer Division’s test-year depreciation expense included depreciation that accrued on

assets that were used only by the Sewer Division.

-29- Staff Report
Case No. 2015-00428



Wood Creek calculated test-year depreciation using the whole-life, straight-line
method, pursuant to which an asset’s depreciable basis is divided by its estimated
useful life. In this proceeding, Engineering Staff reviewed the lives assigned to assets
used only by the Water Division and to Shared Assets. A summary of their review is
found in this report at Attachment C.

As previously discussed, Engineéring Staff found in Case No. 2013-00170 that
changes should be made to some of the depreciable lives Wood Creek had assigned to
its Sewer Division's assets. After Wood Creek accepted Staff's findings, the
Commission Ordered that the changes be made. In this proceeding Staff found that
Wood Creek had not made those changes and had calculated test-year sewer
depreciation using lives other than those that had been authorized by the Commission.

A comparison of the lives used by Wood Creek and those authorized are shown below.

Used by PSC

Sewer Asset Class Wood Creek Authorized
Asset 544, Pumps 7 35
Asset 548, 56, 264 Service

Lines 40 10
Asset 591, Services 20 10
Asset 577, Electric Pumping

Equipment, Structures 20 35
Asset 592, Electric Pumping

Equipment 20 7

In this proceeding, Staff decreased test-year depreciation reported by the Water
Division and Sewer Division by $74,146 and $90,661, respectively, and it increased the
nonregulated expenses reported for the Boat Dock and Bait Shop and East and West

Laurel by $671, $13,943 and $18,409, respectively, to account for:
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1) changes found appropriate by Engineering Staff in this proceeding to the
lives assigned to assets used only by the Water Division and Shared Asséts;

2) changes to the depreciable lives assigned to assets used only by the
Sewer Division as ordered by the Commission in Case No. 2013-00170:

3) allocation of pro forma depreciation accrued on Shared Assets to the
Water Division, Sewer Division and nonregulated operations;

4) allocation of a portion of depreciation accrued on water meters from the
Water Division to the Sewer Division; '

4) removal of test-year depreciation accrued on assets that had become fully
depreciated during the test year; and

5) annualizing depreciation on assets that were placed into service during
the test year for which only partial year depreciation was reported during the test year.

The detailed calculations and explanations of Staff's adjustments to test-year
depreciation are provided in Attachment E of this report.

(M) PSC Fee. Wood Creek’s test-year PSC fee totaled $10,434. The entire
amount was reported as an expense by the Water Division, even though $844 of the fee
was assessed on revenues reported for the Sewer Division. To properly separate and
account for the PSC fee between the water and sewer divisions in pro forma operations,
Staff removed $844 from the Water Division’s expenses and increased the expenses of

the Sewer Division by $844.

¥ As discussed in footnote 15, because the Sewer Division's customer's monthly bill is
determined using water meter readings, it is appropriate to allocate a portion of the water meter reading
costs to the Sewer Division. Depreciation accrued on water meters is a cost of meter reading that should
be allocated.
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(N)  Contracted Services Provided to East and West Laurel. Copies of the

operation and maintenance contracts are included with this report as Attachment F.
Although the contracts require that East and West Laurel pay Wood Creek for the actual
cost of materials and labor used in the performance of the contracts, East and West
Laurel do not pay based on the actual cost. For example, during the test year, Wood
Creek reported a net loss from the contracted services in the amount of $216,297 as

detailed below.

Revenue
East Laurel $ 775,120
West Laurel 764,769
Expenses
East Laurel 885,030
West Laurel 871,156

Net Income/(Loss) $(216,297)

The majority of the net loss is attributed to the difference between: 1) the amount
of revenues billed by Wood Creek to East and West Laurel for the use of field
employees and field equipment, and 2) the amount of the actual expenses reported by
Wood Creek for those items. During its review, Mr. Lewis explained that, pursuant to
the contracts, Wood Creek bills East and West Laurel on a monthly basis for field
services, and the monthly bills are based on estimated costs, not actual costs. The
estimated costs are determined by multiplying actual employee and equipment hours

reported on contract work orders by an average hourly employee wage rate and
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equipment cost rate, respectively.?® Mr. Lewis continued by stating that Wood Creek
does not update the hourly rates on a routine basis, as it should. The rates used during
the test year became effective on July 1, 2008, and were developed from costs for the
12 months ended June 30, 2008. As a result, test-year revenues were based on 2008
costs, which were significantly less than actual expenses for 2014. This contributed
greatly to the test-year net loss.

Mr. Lewis stated that the average cost billing is necessary because the actual
costs are not readily available on a monthly basis due to limitations within Wood Creek’s
accounting system. He stated that the actual field costs are not known until the end of
Wood Creek’s 12-month accounting cycle when its books and records are closed. He
stated that using the average cost method has not generally resulted in such a large
discrepancy between contracted revenues and expenses as occurred during the test
year. He stated that Wood Creek did not request that East and West Laurel pay Wood
Creek the amount of the test-year under billing, but that Wood Creek updated the field
employee and equipment cost rates using actual costs for the calendar year ended
2014, recognizing the significance of the under billing. The new rates became effective
on January 1, 2015.

At Staff's request, Wood Creek determined that test-year contracted revenues
would have increased by $309,007 if the revised rates had been charged during the test
year. After accounting for this increase to revenues, and Staffs adjustments as

presented throughout this report that affect the costs of Wood Creek’s contracted

% The employee rate includes the average cost of field employee wages, wage overheads,
workers compensation insurance, and uniform costs. The equipment rate includes the cost of fuel,
maintenance, insurance, and depreciation.
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operations, Wood Creek’s contracted services in pro forma operations results in a net

income of $209,179 as calculated below.

Test Year  Adjustments (Ref.) Pro Forma

Revenue
East Laurel $ 775,120 $ 157,033 $ 932,153
West Laurel 764,769 151,974 916,743
Total Revenue 1,539,889 309,007 1,848,896
Expenses
East Laurel 885,030 $ (42,272) (B-1)
(727) (C)
(12,027) (D)
(83,921) (@)
10,031 ()
5530 (J)
13,943 (L) $ 825,588
West Laurel 871,156 (41,417) (B-1)
(722) (C)
(11,939) (D)
(386,772) (G)
9,718 ()
5311 (J)
18,795 (L) 814,130
Total Expenses 1,756,186 (116,469) 1,639,717
Net Income/(Loss) $(216,297) $ 425,476 $ 209,179

In its Application, Wood Creek acknowledged that the field employee and
equipment rates were increased; however, it did not propose to increase the test-year
contracted revenue account. Instead, Wood Creek proposed to remove the contracted
revenues and expenses from the Water Division’s income available to service debt,
arguing that “since the Wood Creek Water District’s cost for the operation of West
Laurel Water Association and East Laurel Water District is a simple reimbursement of
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those costs, which have no impact on the Wood Creek Water District general and
wholesale rates, this facet of the Wood Creek Water District operation [should] be
treated separately.”

Staff agrees that the loss should be removed from test-year operations.
Pursuant to the contracts, Wood Creek is required to provide all services necessary to
operate and maintain East and West Laurel's distribution systems, and East and West
Laurel are required to reimburse Wood Creek for the “actual cost’ of those services.
To ensure that the provisions of the contracts are properly followed in all future reporting
periods, Wood Creek should bill East and West Laurel at the end of each accounting
cycle for all actual costs that exceed the amount of revenues Wood Creek collected
from East and West Laurel during the accounting cycle. Conversely, Wood Creek
should refund to East and West Laurel any revenues that it collects in excess of the
actual costs. Proper enforcement of the contracts will ensure that Wood Creek wili
never recognize an income or loss from the contracted operations in future reporting
periods. Accordingly, Staff made adjustments to remove the test-year contracted
service loss from Wood Creek’s operations.

Throughout this report, Staff identified and made many adjustments to allocate
expenses between Wood Creek’s regulated and nonregulated contract operations.
When Wood Creek is accounting for these costs in future reporting periods, it may use
the allocation methods developed by Staff in this report, or it may use other more

refined methods using information available to Wood Creek that was not considered by

#! Application, ARF Form 1 — Attachment SR.
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Staff. If Wood Creek desires, it may request Staff's assistance in developing allocation
methods.

(O)  Sewer Division. Wood Creek’'s Water Division reported a net loss in the

amount of $69,467%* for the test-year operation of the Sewer Division. Without
explanation, Wood Creek proposed to remove this loss from the Water Division’s
income available to service debt.

Staff agrees that the loss should be removed from the Water Division’s income
and has removed the loss from the Water Division’s pro forma operations. The amount
of the loss represents the field employee wage and wage overheads that were paid by
the Water Division on behalf of the Sewer Division for which the Sewer Division did not
provide reimbursement. The loss is a subsidy, or payable, that should not have been
reported as a loss on the Water Division’s Income Statement. It should have been
reported on the Water and Sewer Division’s Balance Sheets using a combination of the
accounts provided in the Uniform Systems of Accounts (“USoA”) that are prescribed by
the Commission for each division as shown in the table below.

Water USoA Sewer USoA

Asset Accounts 145, Accounts Receivable from Asso. Companies 145, Notes Receivable from Asso. Companies
146, Notes Receivable from Asso. Companies 146, Accounts Receivable from Asso. Companies

Liability Accounts 223, Advances from Asso. Companies 223, Advances from Asso. Companies
233, Accounts Payable to Asso. Companies 233, Notes Payable to Asso. Companies
234, Notes Payable to Asso. Companles 234, Accounts Payable to Asso. Companies
22
Receipts from Sewsr Division $ 97,603

Less: Field Employee Wages and Wage
Overheads Assigned to Sewer Division (167,070)

Net Loss $ _(69,467)
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Accounting for the subsidy in future reporting periods using the proper accounts
will allow Wood Creek to easily monitor the accumulation of the amount of the subsidy
from year to year. Wood Creek’s current accounting method does not allow it to easily
monitor the subsidy. The subsidies that were reported as losses in prior periods have
accumulated in the Water Division'’s retained earnings account, are comingled with the
division’s other earnings, ar!d are not readily determinable.

Wood Creek should use the USoA accounts above in all future reporting periods
to properly record all costs that are paid by the Water Division and are either directly
assignable or allocable to the Sewer Division. Many of these costs have been identified
and allocated by Staff in this report. They include, but may not be limited to, wages and
wage overheads of office, administrative, and field employees, office electric, office
materials and supplies, audit fees, transportation costs, general liability insurance,
worker's compensation insurance, vehicle insurance, depreciation on shared assets,
and PSC Fee.

When Wood Creek is accounting for these costs in future periods, it may use the
allocation methods developed by Staff in this report, or it may use other more refined
methods using information available to Wood Creek that was not considered by Staff. If
Wood Creek desires, it may request Staffs assistance in developing allocation
methods.

Water Division's Overall Revenue Requirement
and Required Revenue Increase

The Commission has historically applied a DSC method to calculate the Overall
Revenue Requirement of a water district or a water association which has outstanding

long-term indebtedness. This method generally accepted by the Commission allows for
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recovery of: 1) cash related pro forma operating expenses; 2) recovery of depreciation
expense, a non-cash item, to provide working capital;*® 3) the average annual principal
and interest payments on all long-term debts, and 4) working capital that is in addition to
depreciation expense.

Recognizing that its Water Division has outstanding long-term debts, Wood
Creek applied the Commission’s DSC method to calculate its Water Division’s revenue
requirement.  Staff agrees that using the DSC method for the Water Division is
consistent with the general practice of the Commission and has applied this method to
calculate the Water Division's Overall Revenue Requirement. A comparison of Wood
Creek’s and Staff's calculation of the Water Division’s Overall Revenue Requirement

and Required Revenue Increase using the Commission’s DSC method is shown below.

% The Kentucky Supreme Court has held that the Commission must permit a water district to
recover its depreciation expense through its rates for service to provide internal funds for renewing and
replacing assets. See Public Serv. Comm’n of Kentucky v. Dewitt Water Dist., 720 S.W.2d 725, 728
(Ky.1986). Although a water district's lenders require that a small portion of the depreciation funds be
deposited annually into a debt reserve/depreciation fund until the account's balance accumulates to a
required threshold, neither the Commission nor the Court requires that revenues collected for
depreciation be accounted for separately from the water district's general funds or that depreciation funds
be used only for asset renewal and replacement. The Commission has recognized that the working
capital provided through recovery of depreciation expense may be used for purposes other than renewal
and replacement of assets. See, Case No. 2012-00309, Application of Southern Water and Sewer
District for an Adjustment in Rates Pursuant to the Alternative Rate Filing Procedure for Small Utilities
(Ky. PSC Dec. 21, 2012).
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Wood

Creek Staff Ref.

Pro Forma Operating Expenses $4,492,416 $ 4,435,867
Plus: Average Annual Principal

and Interest Payments 1,028,816 1,096,542 (1)

Additional Working Capital 162,424 219,308 2
Overall Revenue Requirement 5,683,656 5,751,717
Less: Other Operating Revenue (154,147) (154,147)
Interest Income (1,601) (1,601)
Revenue Required from Rates 5,527,908 5,595,969
Less: Pro Forma Present Rate Water Sales  (4,826,293) (4,780,087)
Required Revenue Increase $ 701615 $ 815,882
Percent Increase 14.54% 17.07%

(1) Average Annual Principal and Interest Payments. At the end of the test

year, Wood Creek had the following outstanding bonds payable to the United States
Department of Agriculture Rural Development ("RD"); the Kentucky Rural Water

Finance Corporation (‘KRWFC”); and the Bank of New York (‘BNY").2*

# The BNY Bonds are incorrectly labeled as “KRWFC 1998" bonds on pages 66 and 74 of Wood
Creek’s Application when they are downloaded from:
http://psc.ky.gov/PSC_WebNet/ViewCaseFilings.aspx?case=2015-00428.
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Outstanding

Balance
Original at End of
Payable To Series Amount Test Year
RD 91-04 $ 61,000 $ 18,000
91-09 114,000 79,100
91-12 1,711,000 1,411,000
91-13 7,250,000 6,628,000
91-16 725,000 661,000
KRWFC 2003A 299,000 162,000
2003B 1,345,400 379,900
2004B 1,318,000 940,000
2005B 3,594,000 2,805,000
2007A 2,086,000 1,777,000
BNY 1998 665,000 320,000

The proceeds from each bond issuance were used to either construct water
system improvements or to refinance long-term debt instruments that had been
assumed to construct water system assets. All long-term debts were properly reported
by Wood Creek as a debt of the Water Division.

Subsequent to the test year, in Case No. 2014-00440,% Wood Creek sought and
received the Commission’s authority to borrow up to $1,633,500% from KRWFC in order
to refinance RD Bond Series 91-04, 91-09, and 91-12. In its January 5, 2015 Order, the

Commission authorized the refinancing, finding that it would produce estimated gross

% Case No. 2014-00440, Application of Wood Creek Water District to Issue Securities in the
Approximate Principal Amount of $1,485,000 for the Purpose of Refunding Certain Outstanding Revenue
Bonds of the District Pursuant to the Provisions of KRS 278.300 and 807 KAR 5:001 (Ky. PSC January 5,
2015).

% In its Order, the Commission identified the RD bonds as Waterworks Revenue Bonds Series
1980, 1992, and 1998, respectively. The Commission authorized Wood Creek to borrow up to
$1,633,500. This amount included $1,485,000 for the estimated amount of bond proceeds necessary to
complete the refinancing, plus an adjustment of up to 10 percent of the estimated amount, or $148,500.
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savings and net present value savings in the amounts of $160,871 and $109,841,
respectively.?” Recognizing that the estimated savings were based on interest rates
that fluctuate with bond market conditions that may change before the refinancing
transaction was complete, the Commission ordered that the transaction be
consummated only if the actual interest rates would result in gross savings and present
value savings. To ensure savings were realized, the Commission ordered that Wood
Creek file amortization schedules and work papers showing the actual savings if they
were different from the estimated savings.

The KRWFC refinancing transaction was completed on February 19, 2015
("*KRWFC Series 2015"). On March 31, 2015, Wood Creek submitted amortization
schedules and work papers to the Commission showing the actual gross savings and
present value savings that would result from the refinancing.?® These work papers
demonstrated that the proceeds from KRWFC Series 2015 totaled $2,780,000,
exceeding the authorized amount by $1,146,500. While there was no narrative
explanation for the use of the excess funds in the March 31, 2015 filing, the schedules
and work papers demonstrated that the excess funds were borrowed to refinance
KRWFC Bond Series 2003A, 2003C, and 2004A. The schedules and work papers
demonstrated that the gross savings and present value savings that will result from the
refinancing of all six bond series would be $470,743 and $326,209, respectively.

When reviewing Wood Creek’s March 31, 2015 filing in Case No. 2014-00440 to

confirm that the refinancing would generate savings, Staff failed to notice that the

% |d. at 2.

*® Wood Creek’s March 31, 2015 filing can be found in the “post case file” for Case No. 2014-
00440 that can be found at http://psc.ky.qov/PSC WebNet/ViewCaseFilings.aspx?case=2014-00440.
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proceeds from the KRWFC Series 2015 Bonds exceeded the amount authorized by the
Commission. Staff became aware of the excess borrowing during its review conducted
in this proceeding. Staff's review included discussions with W. Randall Jones of Rubin
& Hays, Attorneys at Law, who represented KRWFC and filed Case No. 2014-00440 on
behalf of Wood Creek.

After Staff's discussion with Mr. Jones, he and Wood Creek submitted a joint
filing into the record of Case No. 2014-00440 on February 8, 2016. In the filing, Wood
Creek stated that subsequent to the filing of the application in Case No. 2014-00440,
KRWFC notified Wood Creek that additional savings would be realized by rolling the
‘reamortization” of the KRWFC bonds into the RD bond refinancing that had been
approved by the Commission. Wood Creek stated that the decision to “reamortize” the
KRWFC bonds was made after the Commission entered its January 5, 2015 Order
authorizing the RD bond refinancing. It continued by stating that it realizes that
adherence to KRS 278.300 is in the best interest of regulated utilities and that its failure
to request an amendment to the Commission’s Order was unintentional. Mr. Jones,
while recognizing that the “reamortization” of the KRWFC bonds required the
Commission’s authorization pursuant to KRS 278.300, noted that the reamortization of
the KRWFC Bonds accounted for $142,847 of the $326,209 in total present value
savings generated by the refinancing and therefore benefited Wood Creek’s customers.

After accounting for the refinancing that resulted from Case No. 2014-00440 and
for the principal retirements made subsequent to the test year on all debts, Wood
Creek’s schedule of outstanding long-term indebtedness at the time of Staffs review

appears as shown below.
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Outstanding
Balance
Original at Time of
Payable To Series Amount Staff's Review

RD 91-13 $7,250,000 $ 6,414,000
91-16 725,000 639,500
KRWFC 2005B 3,594,000 2,577,000
2007A 2,086,000 1,673,000
2015B 2,780,000 2,590,000
BNY 1998 665,000 250,000

In the Application, Wood Creek requested to recover $1 ,028,816 annually to pay
the principal and interest payments on the debts listed above. The requested amount is
equal to the three-year average debt payments that are due in the years 2015, 20186,
and 2017.

As discussed in Ref. Item (E), Staff anticipates that the water service rates
authorized by the Commission in this proceeding will have a five-year life. Staff finds
that the annual debt service payments that are to be recovered through the rates
authorized in this proceeding should coincide with that life. Accordingly, Staff included
the five-year average principal and interest payments that will become due for all debts
on and after January 1, 2016. This five-year period better matches Wood Creek’s debt
payments with the period of time that the rates authorized in this proceeding are
anticipated to remain in effect than the three-year period requested by Wood Creek. As

shown below, Staff calculated the five-year average to be $1,096,542.
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RD KRWFC
Year 91-13 91-16 20058 2007A 2015B BNY Total

2016 $394,469 $38,647 $235,140 $128,775 $268,437 $48,357 $1,1 13,825
2017 394,700 38,679 236,109 126,548 249,331 46,625 1,091,992
2018 394,713 38,690 235,854 126,280 250,338 49,750 1,095,625
2019 394,507 38,680 234,414 125,931 251,231 47,750 1,092,513
2020 395,082 38,649 233,720 123,541 252,013 45,750 1,088,755

Five-Year Total 5,482,710
Divide by: Five Years 5
Five-Year Average $1,096,542

The amount of the five-year average debt payment calculated by Staff beginning
with 2016 is $67,726 more than the three-year average calculated by Wood Creek
beginning with 2015. The majority of this difference is because Wood Creek’s
calculation includes only partial-year interest in the amount of $36,056 that was paid in
2015 on the KRWFC Series 2015B Bonds. Staff's calculation does not include a partial
payment.

If Wood Creek had not executed the unauthorized refinancing of the KRWFC
2003A, 2003C, and 2004A bonds, its five-year average debt service requirement would

have been $18,745 more. The calculation of this amount is shown below.
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Year

RD

91-13

91-16

BNY Total

2016
2017
2018
2019
2020

$394,469
394,700
394,713
394,507
395,082

Five-Year Total
Divide by: Five Years

Five-Year Average Without Unauthorized Refinancing
Less: Five-Year Average Including Unauthorized Refinancing

Difference

Times: 120 Percent Gross-Up for Additional Working Capital Related to Debt Payments as Explained Below

Total Annual Savings from Unauthorized Refinancing Embedded in Overall Revenue Requirement

(@)

$38,647
38,679
38,690
38,680
38,649

zoﬁitAf 20058

$235140 § 128,775 $112,900

$48,357 $1,133,933
46,625 1,109,959
49,750 1,111,494
47,750 1,105,968
45,750 _ 1,099,462

5,660,815
5

1,112,163
(1,096,542)

15,621
120%

$ 18,745

Additional Working Capital. The DSC method, as historically applied by

the Commission, includes an allowance for additional working capital that is equal to the

minimum net revenues required by a district’s lenders that are above its average annual
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debt payments. In this case, Staff calculated the amount to be $219,308 for Wood

Creek.”®
Average Annual Principal and Interest Payments $1,096,542
Times: DSC Ratio 120%
Total Net Revenues Required 1,315,850
Less: Average Annual Principal and Interest Payments (1,096,542)
Additional Working Capital $ 219,308

Sewer Division's Overall Revenue Requirement
and Required Revenue Increase

Because construction of Wood Creek's sewer system assets was fully funded by
contributions in aid of construction, Wood Creek currently has no long-term debts

outstanding that should be assigned to the Sewer Division and recovered through sewer

 The RD bond resolutions require Wood Creek to assess rates for water service that produce
net revenues that are equal to at least 120 percent of the average annual RD bond principal and interest
payments as well as all principal and interest payments on any debts that are on par with the RD bonds.
The DSC ratio measures an entity’s ability to pay its cash related operating expenses and to pay debt
principal and interest. RD calculates the ratio by dividing net revenues by the entity’'s average annual
debt principal and interest payments. Net revenues are equal to total revenues less cash related
expenses. Depreciation expense, a noncash operating expense, is excluded from the determination of
net revenues. As shown below, the required DSC ratio is met with or without including the additional
working capital in Wood Creek’s overall revenue requirement.

Without
With Additional Additional
Working Capital Working Capital

Overall Revenue Requirement $ 5751,717 $ 5,532,409

Less: Operation and Maintenance Expense (3,596,955) (3,596,955)

Taxes Other Than Income (9,590) (9,590)

Net Revenues 2,145,172 1,925,864

Divide by: Average Annual Debt Payments 1,096,542 1,096,542

DSC Ratio 196% 176%
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rates. When a water district, water association, or operating division thereof has no
long-term debts, the Commission has historically applied an operating ratio method to
calculate the utility’s Overall Revenue Requirement and Required Revenue Increase.*®
As shown below, by applying the Commission’s operating ratio method to the Sewer
Division’s pro forma operations, Staff determined that the Sewer Division's Overall
Revenue Requirement is $1,084,145 and that a revenue increase in the amount of

$449,743, or 72.18 percent, is required to generate the Overall Revenue Requirement.

Pro Forma Operating Expenses $ 954,047
Divide by: Operating Ratio 88%
Overall Revenue Requirement 1,084,145
Less: Miscellaneous Sewer Revenues (11,290)

Interest Income (31)
Revenue Required from Sewer Sewer Rates 1,072,824
Less: Pro Forma Present Rate Revenues (623,081)
Required Revenue Increase $ 449,743
Percent Increase 72.18%

% The operating ratio is equal to the margin between the operating revenues and operating
expenses authorized by the Commission. The margin is allowed to provide working capital above the
amount provided through recovery of depreciation expense. The Commission has traditionally set the
margin equal to 12 percent of operating revenues with adjustments made for certain “below-the-line”
accounts. When no “below-the-line” accounts are included, the formula appears as shown below.

Operating Revenues 100%
Less: Operating Expenses -88%
Net Operating Income 12%
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Preparkd by: Jack Scott Lawless, CPA
Wateriand Sewer Revenue
Requirements Branch

Division of Financial Analysis
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Prepared by: Sam Reid
Water and Sewer Rate Design Branch
Division of Financial Analysis

Staff Report
Case No. 2015-00428



ATTACHMENT A

Water Division
Staff Calculated Monthly Water Rates

5/8- x 3/4- Inch Meter

First 2,000 gallons $24.22
Next 1,500 gallons 7.70
Next 1,500 gallons 6.87
Next 2,500 gallons 5.78
All Over 7,500 gallons 4.57
1-Inch Meter

First 5,000 gallons $ 46.08
Next 2,500 gallons 5.78
All Over 7,500 gallons 457
1 Y2-Inch Meter

First 10,000 gallons $71.95
All Over 10,000 gallons 4.57
2-Inch Meter

First 20,000 gallons $117.65
AllOver 20,000 gallons 457
3-Inch Meter

First 30,000 gallons $163.35
All Over 30,000 gallons 4.57
6-Inch Meter

First 100,000 gallons $ 483.25
All Over 100,000 gallons 4.57
Wholesale User Rates

East Laurel Water District $3.42
West Laurel Water Association $ 342
City Of Livingston $3.42

Minimum bill

per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons

Minimum bill
per 1,000 gallons
per 1,000 gallon

Minimum bill
per 1,000 gallons

Minimum bill
per 1,000 gallons

Minimum bill
per 1,000 gallons

Minimum Bill
per 1,000 gallon

per 1,000 gallons
per 1,000 gallons
per 1,000 gallons



ATTACHMENT B

Sewer Division
Staff Calculated Monthly Sewer Rates

5/8- x 3/4- Inch Meter

First 2,000 gallons $35.63  Minimum bill
Next 1,500 gallons 12.91 per 1,000 gallons
Next 1,500 gallons 11.97 per 1,000 gallons
Next 2,500 gallons 10.73  per 1,000 gallons
All Over 7,500 gallons 9.35 per 1,000 gallons
1-Inch Meter

First 5,000 gallons $72.95 Minimum bill
Next 2,500 gallons 10.73  per 1,000 galions
All Over 7,500 gallons 9.35 per 1,000 gallons
2-Inch Meter

First 20,000 gallons $216.65 Minimum bill

All Over 20,000 gallons 9.35 per 1,000 gallons
3-Inch Meter

First 30,000 gallons . $310.15 Minimum bill

All Over 30,000 gallons 9.35 per 1,000 gallons
6-Inch Meter

First 100,000 gallons $964.65 Minimum Bill

All Over 100,000 gallons 9.35 per 1,000 gallons
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Engineering Staff's Review of Depreciable Lives



WOOD CREEK WATER DISTRICT
CASE NO. 2015-00428

ENGINEERING DIVISION'S
ANALYSIS OF ASSET SERVICE LIVES
FOR WATER SYSTEMS

Historically, the Commission has relied on the Depreciation Practices for Small Water
Utilities by National Association of Regulatory Utility Commissioners, Washington, DC, August
15, 1979, page 11, to evaluate the reasonableness of a utility’s depreciation practices. This
study outlines expected service life ranges for various asset groups designed, installed, and
maintained in accordance with good water utility practices. Typically, an adjustment is made
when the Commission finds that a utility is proposing to use a service life that falls outside of the
range, while service lives falling within these ranges are generally accepted.

Certain asset service lives proposed in this case were found to be outside the
Commission's established guidelines or as otherwise previously adopted by the Commission.

NARUC Recommended
NARUC Average Submitted Staff Report
Account Service Service Service
Number | Type of Asset Life Life/Lives Life/Lives
20 35
311 Structures and Improvements 35-40 50 40
50 40
321 Structures and improvements 35-40 30 35
324-7 | Pumping Equipment 20 7 20
20 35
331 Structures and Improvements 35-40 50 40
332 Water Treatment Equipment 20-35 50 35
343 Transmission and Distribution Mains 50-75 20 50
10 30
345 Services 30-50 20 30
346 Meters 35-45 20 35
348 Hydrants 40-60 20 40
20 35
390 Structures and Improvements 35-40 50 40
391 Office Furniture and Equipment 20-25 10 20
392 Transportation Equipment 7 4 7
25 20
10 15
394 | Tools, Shop & Garage Equipment 15-20 7 15
NOTE:  Some Types of Asset had more than one service life submitted. [n these cases,

service life/lives that were within the NARUC range should remain unchanged.

The Recommended Staff Report Service Life/Lives should be used for the purpose of
the Commission Staff Report unless specific and verifiable evidence supports using alternative
service lives.

Prepared February 12, 2016

R

Mark Rasche, P.E.

Manager, Water and Sewer Branch




Tile
Office and Field Employees

Office

Percentage of Employee's Total Wages
FICA Tax

Retirement

nsurance

Unemployment Tax

Office

Percentage of Employee's Total Wages
FICA Tax

Retiremnent

Insurance

Unempioyment Tax

Office

Percentage of Empioyes's Total Wages
FICA Tax

Retirement

Insurance

Unemploymant Tax

Offce

Percentage of Employee's Total Wages
FICA Tax

Retirement

lnsurance

Unemployment Tax

Parcentage of Employee's Total Wages
Ofice

FICA Tax
Retirement
Insurance
Unemployment Tax

Office

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Ofice

Percentage of Employee's Total Wages
FICA Tax

Retirement

nsurance

Unemployment Tax

Ofice

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

333-40 416-0

8,277
33.33%

1.07
8,790
74

9,488
33.33%
727
1,620
6,790
74

16,008

1,224
2,731
6,790

74

22,467

1,719
3,833
6,780

74

14,331

1,098
2,445
8,780

74

10,825
33.33%

1,847
8,780
74

416-1

Non-Meter

H

Reading

10,208
3287T%

1,741
6,695
73

6,968
3287

1,189
6,695

6,190
3287%
474
1,056
6,695
73

9,365
32.87%
716
1,698
6,685

16,783
32.87%
1,207
2,683
6,695

22,164
32.87%

3,779
8,695

14,131

32.87%
1,081
2,411
6,695

10,674
32.87%
817
1,821
6,695

416-1
Meter
Reading

4183

Non-Meter

H

Reading

2,021
6.561%
156
345
1,325
14

1,379
661%
106

1,326
14

1,225
6.51%

1,325
14

1,854
661%

316
1,326
14

3,124
6.561%

1,326
14

4,385
8.51%

748
1,325
14

2,797
661%
214
477
1,325
14

2,113
B8.61%
162

1,325
14

Attachment D

416-3
Meter
Reading

601-1

601-3

601-4

Distribution of Wages and Wage Overheads

601-5

601-6 601-7
Non-Meter
Reading

s 8,476
27.29%

1,446

5,140
27.20%

877
6,669

7,776
27.29%
696
1,327
5,559

13,105
27.29%
1,003

5,559

18,395
27.29%
1,407
3,138
6,659

11,734
27.29%

2,002
5,559

8,863
27.29%
678
1,612
5,669

601-7
Meter
Reading

601-8

675-2

675-81



Title

Plant Operator

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unempiloymant Tax

WTP Operator

Percentage of Employes's Total Wages
FICA Tax

Retirement

lnaurance

Unempioyment Tax

WTP Operator

Percentage of Empioyee's Total Wages
FICA Tax

Retiremant

Inaurance

Unempioyment Tax

WTP Operator

Percentage of Empioyes's Total Wages
FICA Tax

Retirement

insurance

Unemployment Tax

WTP Operator

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unempioyment Tax

WTP Operator

Percentage of Employee's Tolal Wages
FICA Tax

Ratirement

nsurance

Unempioyment Tax

WTP Operator

Percentage of Empioyes's Total Wages
FICA Tex

Retirernent

Insutance

Unemployment Tax

Lab Tech

Percentage of Empioyes's Tolal Wages
FICA Tax

Retirement

nsurance

Unempioymernd Tax

Foreman - Maintenance

Percentage of Employee's Total Wages
FICA Tax

Retiremnent

Insurance

Unempiloyment Tax

4180

13,109

1,003
2,238
5,881

18,928
1,448

3,229
5911

416-1
Non-Meter
Readng

0.50%

101

13,108

1,003
2,238
5,861

19,268
28.04%

3,120
5711

416-1 416-3
Meter Non-Meter
Reading Reading

031%
15

4163
Meter
Reading

601-1

601-3 601-4 601-5 6016

40,486
100.00%
3,097
6.907
20,370

61,864

4,733
10,554
20,268

26,876
100.00%
2,058
4,685
20,370

55,704
100.00%
9,519
20,370
35,826

2,741
6,112

w8888%

218

47,713
100.00%

8,140
20,370

23,500
100.00%

4,009
20,370

27,812
42.64%
2,128
4,745

601-7
Non-Mater
Reading

601-7
Meter
Reading

6018

6752 87581
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Job
Title

Foreman - Maintsnance

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Maintenance

Percentage of Empioyee's Total Wages
FICA Tax

Retiremant

Insurance

Unemploymert Tax

Maintenance

Percentage of Employee's Total Wages
FICA Tax

Ratirement

Insurance

Unemployment Tax

Maintenance

Percentage of Employee’s Total Wagea
FICA Tax

Retirement

Insurance

Unemployment Tax

Malintenance

Percentage of Empioyee's Total Wages
FICA Tax

Percentage of Employee's Total Wages
FICA Tax

Retirement

nsurance

Unemployment Tax

Maintenance

Percantage of Employes’s Total Wages
FICA Tax

Retirement

nsurance

Unempioyment Tax

Maintenance

Percontage of Employes's Total Wages
FICA Tax

Retirement

Insutrance

Unemployment Tax

Maintenance

Percsntage of Empicyee's Total Wages
FICA Tax

Retirement

msurance

Unempioyment Tax

0.18%

13
7

116

4160

2,410

4.40%
184
41

10

8,204
18.79%

1,415

12,316

21.62%
942
2,101

416-1
Non-Meter
Reading

13,258

1,014
2,261
4,694

51

10,106
28.10%

1,724

5314

4,249
0.75%

8,827
19.56%

1,472
3,082

11,618
20.12%
681
1,065
4,009
45

11,076
18.36%

1,890
3,943

10,248

416-1
Metor
Reading

4163
Non-Meter
Reading

11,136
19.36%
852
1,800
3,944
43

26,014

1,600
4,438
12,167
132

33,103
60.45%
2,532
6,647
12,314
134

1,114
287%

190

4163 601-1 601-3
Mater
Reading
207
0.54%
23

51
111

6014

§§ _rm:gﬁ

~BE8s

s

Now

_aasgi

0.69%

£y

141

451
0.79%

160

2,218

170
378
789

6016

19,661

14,000
46.79%
1,071

9,532
104

10,110
23.19%

1,725
4,725
51

15,110
27.69%

2,578
5,620
61

22,646
51.31%
1,732

10,451
114

23,018

40.21%
1,761
3,027
8,191

28,987

2218
4,545
10,317
112

601-7
Non-Meter
Reading

LG

- 3R

601-7
Mater
Reading

6018

676-2 67581
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Title

Maintenance

Percentage of Employee’s Total Wages
FICA Tax

Retirement

nswance

Unemployment Tax

Maintenance

Percentage of Employee's Total Wages
FICA Tax

Retirement

insurance

Unemployment Tax

Meintenance

Percentege of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Maintenance

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unempioyment Tax

Foreman - Meler Readers

Percentage of Empioyee’s Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Meter Reader

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Meter Reader

Percentage of Employee's Total Wages
FICA Tax

Retirenent

Ingurance

Unempioyment Tax

Meter Reader

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unempiloyment Tax

787
1.37%

134
279

217
0.37%
17

37

75

659
2.25%

12

418-0

11,778
20.47%

2,009
41N
a5

16,881

1,215
2,709
5,458

6,665
271%
510
1,137
4,626

2,646
12.07%

2,458
27

16,264

29.07%
1,168
2,604
6,921

1,674
6.85%
128
288

1,191
13

1,776
6.65%
138

1,354
16

5,362
11.29%
410
916
2,300

416-1
Non-Meter
Reading

10,6836
18 84%

1,849
3837
42

16,414

1,179
2,630
5,295

6,802
23.18%

1,160
4721
51

1,746
7 96%
134

1,622
19

16,289
20.14%
1,170
2,610

41641
Meter
Reading

416-3
Non-Meter
Reading

5,796
10.08%
443
889
2,052

714
2.43%

122
498

11,295
51.61%

1,927
10,492
114

10,080 350
35.14%

1,716 60
7,158 248
78 3

11,315
23.83%

1,195
2.52%

1,830 204
4,853 513

4163
Meter
Reading

3,714
7.07%

1,441
16

1,627
5.71%
117

1,164
13

160
0.34%
12

601-1

0.11%

1

0.73%
16

148

192

16

148

476
0.83%

81
169

12,674
21.37%
970
2,182
4,364
47

PO PN

9,828

36.78%
762
1,677
7,483
81

0.83%

67
169

601-6

27,852
48 42%
2,131
4752

107

13.601

22.77%
1,033
2,303
4,638

14,474
49.31%
1,107
2,469
10,046
109

601-7
Non-Meter
Reading

1.06%

108
217

4,803
18.78%

818
3,417
a7
5214
19.51%

3,976

5,649
11.89%

2,423

601-7
Meter
Reading

16,779

31.95%
1,284
2,863
6,509
4l

6,897
2581%

1177
5,268
67

601-8

0.45%

17
91

027T%

13
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Title

Meter Reader

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Meter Reader

Percentage of Employee's Total Wages
FICA Tax

Retirement

insurance

Unaemployment Tax

Marina/Meter Tester/Othar Maintenance
Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Marina

Percentage of Employee's Total Wagee
FICA Tax

Unempioyment Tax

Marina

Percentage of Employee’s Total Wages
FICA Tax

Unemployment Tax

Marina

Percentage of Employee's Total Wages
FICA Tax

Unempioyment Tax

Marina

Percentage of Employee's Total Wages
FICA Tax

Unempioyment Tax

Marina

Percentage of Employse's Total Wages
FICA Tax

Unemployment Tax

Marina

Percentage of Employee's Total Wages
FICA Tax

Unemployment Tax

Total Pro Forma Fleld and Ofice Wages

333-40 416-0 416-1 416-1 4163 416-3 601-1 601-3 601-4 601-5 601-6 601-7 601-7 6018 676-2 675-81
Non-Meter Meter Non-Meter Meter Non-Meter Meter
Reading Reading Reading Reading Reading Reading
26,883 138 138 245 164 5,538 92
80 93% 0.42% 0.42% 0.74% 0.55% 16.67% 0.28%
2,067 1" 1 19 14 424 7
4,586 24 24 4?2 31 845 16
16,485 85 85 1851 13 3.396 56
179 1 1 2 1 a7 1
2,291 88 12,197 474 16,158 88
7.32% 0.28% 38.97% 1.52% 51.63% 0.28%
175 7 933 38 1,236 7
391 16 2,081 81 2,757 16
1,491 57 7,939 309 10,617 67
18 1 86 3 114 1
4777 4,758 22,644 8,700 291
11.60% 11.66% 55.00% 21.13% 0.71%
365 364 1,732 666 2
816 812 3,863 1,484 50
2,364 2,354 11,203 4,305 144
26 26 12 47 2
7,818
100.00%
598
2
8,432
100.00%
645
222
8,600
100.00%
658
2
1,992
100.00%
162
22
2,782
100.00%
211
22
1,896
100.00%
145
22
7,087 534,178 512,396 38,799 213,383 9,718 39,564 541,401 2,686 71,286 453,635 218,676 41,422 1177 35,226
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Percentage of Total Fiekd and Ofice
Wages (Excludes Wage Overheads)

General Managers Office

General Manager

Percentage of Employes's Total Wages
FICA Tex

Retirement

Insurance

Unemployment Tax

Assistant General Manager
Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unemployment Tax

Project Manager

Percentage of Employee's Total Wages
FICA Tax

Retirement

Insurance

Unempioyment Tax

Total for General Manager's Ofice
Board of CommIsaioners

Commlssionar
Commissioner
Commlgsioner

Total for Board of Commisasionars
Part-Time Employees

Ofice - Part Time

Percentage of Employea's Total Weges
FICA Tax

Retirement

Insurance

Unemployment Tax

Maintenance - Part Time

Percentage of Employee's Totel Wages
FICA Tax

Retirement

insurance

Unemployment Tax

Total Pro Forma Wages and Overheads

Total For All Accounts

33340 416-0 416-1 416-1 416-2 416-3 601-1 601-3 6014 601-5 601-6 601-7 601-7 601-8 675-2 675-81
Non-Meter Meoter Non-Meter Meter Non-Meter Meter
Reading Reading Reading Reeading Reading Reading
0.26% 19.64% 18.82% 1.36% 7.84% 0.36% 1.43% 19.69% 0.09% 260% 16.93% 7.68% 1.49% 0.04% 1.99% 0.00%
208 15,654 15,078 1,082 6,281 280 1,148 15,775 72 2,003 13,563 8,163 1,184 a2 1,594
0.26% 19.64% 18.82% 1.35% 7.84% 0.35% 1.43% 19.688% 0.09% 2 50% 16.93% 7.68% 1.49% 0.04% 1.99%
16 1,198 1,183 83 480 21 88 1,207 6 163 1,038 471 91 2 122
36 2,671 2572 185 1.072 49 195 2,691 12 342 2314 1,050 204 S 272
63 3,980 3,834 275 1,587 7 291 4,011 18 509 3,449 1,564 304 8 405
1 43 42 3 17 1 3 44 0 6 38 17 3 0 4
167 12,581 12,117 869 5,048 225 921 12,677 58 1,610 10,900 4,945 959 26 1,281
0.26% 19.54% 18.82% 1.35% 7.84% 0.35% 143% 18.69% 0.09% 2.50% 16.83% 7.68% 1.49% 0.04% 1.99%
13 962 827 68 386 17 70 970 4 123 a34 a7s 73 2 88
28 2,148 2,067 148 881 38 157 2,163 10 275 1,860 844 164 4 219
53 3,880 3,834 2786 1,597 71 291 4,011 18 509 3,449 1,664 304 8 405
1 43 42 3 17 1 3 44 0 6 38 17 3 o] 4
127 9,626 9,175 658 3,822 171 697 9,599 44 1,219 8,253 3,744 726 19 970
0.26% 19.54% 18.82% 1.36% 7 84% 0.36% 143% 19.69% 0.09% 2.60% 16.93% 7.68% 1.49% 0.04% 1.99%
10 729 702 50 292 13 53 734 K a3 631 288 56 1 74
22 1,625 1,665 112 652 29 19 1,638 7 208 1,408 639 124 3 166
53 3,880 3,834 275 1,897 7 291 4,011 18 509 3,449 1,564 304 8 405
1 43 42 3 17 1 3 44 0 ] 38 17 3 0 4
787 59,162 58,082 4,087 23,737 1,060 4,330 59,616 272 7,569 51,260 23,253 4,611 121 6,026 -
7 492 474 4 188 ] 38 406 2 63 427 194 38 1 50
7 492 474 34 198 9 38 498 2 63 a27 184 38 1 50
7 492 474 34 188 9 36 406 2 63 427 194 38 1 ]
20 1,477 1,423 102 533 28 108 1,489 7 189 1,280 581 113 3 150 -
2,867 2,827 560 2,347
33.33% 3287% 6.51% 27.29%
219 216 43 180
74 73 14 60
528 104 36 408 64
46.32% 9.12% 3.16% 35.79% 6.61%
40 8 3 N 5
103 20 7 79 12
$ 7,684 $ 590,648 § 574,047 $ 42988 $ 238,376 $ 10804 $ 44002 $ 602,506 §$ 2965 § 79,043 $ 506,693 $ 245,097 § 46046 $ 1,382 $ 41,402 § -
$ 3,041,894
——
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Attachment E

Staff's adjustments to the test-year depreciation expense that Wood Creek
reported for its regulated and nonregulated operations are shown and explained below.

Nonregulated
Boat Ramp
Regulated and East West
Water Sewer Bait Shop Laurel Laurel  (Ref.)
Assets Not Shared $ 802,253 $283,351 $ 564 (1)
Shared Assets 32,139 9,112 107 $13,943 $18,795 (2
Water Meters (5,070) 5,070 (3)
Pro Forma 829,322 297,533 671 13,943 18,795
Less: Test-Year (903,468)  (388,194) - - -
Adjustment $ (74,146) $(90,661) $ 671 $13,943 $18,795

(1) Pro Forma Depreciation on Assets that are Not Shared. The calculation of
pro forma depreciation expense on assets that are dedicated to either the Water
Division, Sewer Division, or Boat Dock and Bait Shop are shown in the tables below.
Note that these tables do not include all of the unshared assets listed on the plant
ledger provided in the Application. The tables include only the assets upon which test-
year depreciation was accrued. Assets that did not accrue test-year depreciation, such
as land and assets that were fully depreciated prior to the beginning of the test year, are
not shown. Also note that there are many assets shown in the tables that appear inside
the areas that are shaded in gray. Staff made no adjustments to these assets. Their
pro forma depreciation is the same as their test-year depreciation. Adjustments were
made only to the assets that are outside the shaded areas.

Water Division Unshared Assets

Wood Creek's Plant Ledger NARUC Proposed by Staff
Item No. Asset Title Cost Acct. No. Life Depreciation
4 Plant Furnace $ 1,172 321 40 $ 29
474 Cabinets at Plant 8,900 . 33 40 223
475 3 Ton HP/Duct PTS/Lab , ‘4480 831 40 11g.
90 Computer - Plant 2,976 397 2
92 Computer & Printer - Lab 1,873 397 - .
243 Structures & Improvemen 795,118 311 35 22,718
434 Plant Gate & Sign 4,662 331 35 133
472 Sign at Plant 4,662 331 35 133

473 Gate at Plant 1,392 331 35 40



Water Division Unshared Assets

Wood Creek's Plant Ledger NARUC Proposed by Staff
Item No. Asset Title Cost Acct. No. Life Depreciation
402 Structures and Improvem $ 234,229 331 40 $ 5,856
403 Structures and Improvem 559,813 331 40 13,995
404 Structures and Improvem 735,684 331 40 18,392
405 Structures and Improvem 1,870,601 331 40 46,765
406 Roof-Plant 16,000 331 40 400
407 Roof-Chemical Building 6,575 331 40 164
408 Storage Building 1,700 331 40 43
410 Fence 448 331 40 11
497 New Water Plant 6,145,882 331 40 153,647
500 Structure & Improvement 179,869 331 40 4,497
264 795,118 390 35 22,718
245 Collecting & Impounding BOBEOT e 5p 618
246 Supply Mains 4,484 348 50 90
481 Pulse Feeder Pump 12,982 332 35 371
511 Pumping Equipment 5,196 324-7 20 260
247 Electric Pumping Equipme 9,100 321 40 228
248 Electric Pumping Equipme 86,906 321 40 2,173
249 Electric Pumping Equipme 132 321 40 3
250 Electric Pumping Equipme 310,976 321 40 7,774
251 Electric Pumping Equipme 80 321 40 2
252 Electric Pumping Equipme 4,822 321 40 121
253 Electric Pumping Equipme 21,807 321 40 545
254 Electric Pumping Equipme 47,340 321 40 1,184
255 Elec Pump Equip Vaughn 210,000 321 40 5,250
451 Electric Pumping Equipme 40 302
510 Pumping Equipment 4 g0 5977
413 Water Treatment Equipme &0 . s
423 Pressure Recorder - -
424 Recorders 649 394 20 32
425 Chlorine Machine 2,285 s ot
426 Air Compressor 1,495 394 20 75
427 Chemical Pump ol R o085 40
428 Water Treament Equipme 656 332 35 19
429 Recorder 573 394 20 29
430 Water Treament Equipme 12,445 332 35 356
431 Chemical Feed Addition - SE 191,041 332 35 5,458
432 Water Treament Equipme 2,461 332 35 70
433 Water Treament Equipme 22,500 332 35 643
498 New Water Plant 6,189,620 3w 154,741
502 Water Treament Equipme 31,442 332 35 898
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Water Division Unshared Assets

Wood Creek's Plant Ledger

Item No. Asset Title

Cost

265 Dist Reservoirs & Standpipes
266 Distb. Reservoirs & Stand
267 Distb. Reservoirs & Stand
268 Distb. Reservoirs & Stand
269 Distb. Reservoirs & Stand

270 Dist Reservoirs & Standpipes

271 Dist Reservoirs & Standpipes

272 Fence at Plant

273 Tank

274 Water Tank

275 Reservoirs and Standpipes

276 Vaughn Ridge Tank
277-503 Transmission and Dist Mains

512 Trans & Dist Mains
569-579 Trans & Dist Mains
598-607 Transm & Distrib Mains

339 Services

340 Services

341 Services

342 Services

343 Services

344 Services

345 Services

346 Services

347 Services

348 Services

349 Services

350 Services

351 Services

453 Services

483 Services

504 Services

513 Services

570 Services

580 Services

599 Services

608 Services

373 Meters

374 Meters

217,958 - 940
880 @ G40
718716
6495
7,540

21,851

308
577,809
10,735,815

44,506
44,834
38,330
68,512
73,177
58,561
60,974
75,866
84,232
60,436
60,144
20,178
47,620
48,858

15821
23,999

1,565
14,968

NARUC Proposed by Staff
Acct. No. Life Depreciation
5 5 1,799
80 6,183
50 , 750
50 166
160 4,359
50 17
¢ 50 15816
2 5 ' 130
50 181
50 437

50
- 50
50
50 1,370

a 50 986
.8 1,549
30 1,419
30 1,995
30 1,535
30 1,218
345 30 1,484
345 30 1,494
345 30 1,278
345 30 2,284
345 30 2,439
30 1,952
30 2,032
30 2,529
50 1,685
30 2,015
30 2,005
30 673
30 1,587
30 1,629
40 296
a 600

20
35 428
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Water Division Unshared Assets

Wood Creek's Plant Ledger NARUC Proposed by Staff
Item No. Asset Title Cost Acct. No. Life Depreciation

375 Meters $ 14,924 346 35 $ 426
376 Meters 34,122 346 35 975
377 Meters 50,283 346 35 1,437
378 Meters 66,762 346 35 1,907
379 Meters 143,868 346 35 4,111
380 Meters 53,048 346 35 1,516
381 Meters 36,138 346 35 1,033
382 Meters 120,746 346 35 3,450
383 Meters 33,969 346 35 971
455 Meters 76,012 346 35 2,172
484 Meters 21,073 346 35 602
505 Meters 31,888 346 35 911
514 Meters 64,793 346 35 1,851
571 Meters 24,643 346 35 704
581 Meters 75,317 346 35 2,152
609 Meter & Meter Installations N . o T , 2,681
600 Meters ~ 35912 e 4 798
396 Hydrants 5,941 348 40 149
397 Hydrants 7,174 348 40 179
398 Hydrants 2,151 348 40 54
399 Hydrants 4,054 348 40 101
400 Hydrants 7,935 348 40 198
401 Hydrants 25,967 348 40 649
454 Hydrants 8,792 348 40 220
485 Hydrants 6,350 348 40 159
506 Hydrants 6,532 348 40 163
515 Hydrants 10,979 348 40 274
582 Hydrants 8,869 348 40 222
610 Hydrants 40 255
256 Temporary Dams 50 435
584 Telemetry - 10 e
618 Communication Equipment 10 1,850
Pro Forma Depreciation on Assets Used Only by the Water Division $ 802,253
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Sewer Division Unshared Assets

Wood Creek's Plant Ledger NARUC Proposed by Staff
Iltem No. Asset Title Cost Acct. No. Life  Depreciation
519 Structure & Improvement $ 7,290 390 20 8 365
521 Structure & Improvement 8,376 390 20 419
578 Structure & Improvements 20,220 390 20 1,011
589 Structures and Improvements 1,143 390 20 57
520 Collection SewerA 1,401,954 . 40 35,049
522 Collection Sewers 120,364 : 40 3,009
523 Collection Sewers . 8,626 40 216
524 Collection Sewers ‘ 762,695 ‘ 40 19,067
525 Collection Sewers 28,218 40 705
526 Collection Sewers 119,022 40 2,976
527 Collection Sewers 3,624 ' 40 91
528 Collection Sewers 1,079,888 40 26,997
529 Collection Sewers 18,182 . 40 455
574 Collections Force Main 772,400 40 19,310
590 Collections Force Main 2172 40 69
602 Collection Force Main 11,061 40 277
542 Pumps 35,948 324-7
543 Pumps 38,849 324-7 7 5,650
544 Pumps 994,788 324-7 35 28,423
545 Pumps 96,812 324-7 7 13,830
577 Electric Pumping Equipment 285,175 324-7 35 8,148
592 Electric Pumping Equipment 117,263 324-7 7 16,752
617 Electric Pumping Equipment 93,744 324-7 20 4,687
548 56,264 Service Lines 140,660 345 10 14,066
552 Services 11,325 345 10 1,188
553 Services 41,600 345 10 4,160
554 Services 20829 845 10 2,933
555 Services 32,002 . 845 10 3,200
556 Services - 130,690 345 10 13,069
557 Services 146,685 345 10 14,669
558 Services 89,191 345 10 8,919
575 Services 100,804 345 10 10,080
591 Services 130,538 345 10 13,054
603 Services 49,702 345 35 1,420
616 Services ‘ 86,857 345 35 2,482
562 Receiving Wells/Pump Pit 75,000 321 40 1,875
563 Receiving Wells/Pump Pit 4,269 821 40 106
564 Receiving Wells/Pump Pit ; 3408 321 40 85
565 Receiving Wells/Pump Pit ' 24,549 321 40 614
566 Receiving Wells 20,982 J21 40 525
576 Receiving Well & Pumps 15,920 821 40 398
604 Rec Wells & Pumps 4,680 321 30 156
605 Electric Pump 58,930 324-7 20 2,947
Pro Forma Depreciation on Assets Used Only by the Sewer Division $ 283,351
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Boat Dock and Bait Shop Unshared Assets

Detail of the assets used only by the Boat Ramp and Bait Shop are listed below.
Because these assets are used for non-regulated operations, Staff did not review the
reasonableness of their depreciable lives. Test-year depreciation on these assets, in
the amount of $564, was reported by the Water Division along with the depreciation of
other water assets in account 408. Staff removed the Boat Ramp and Bait Shop
depreciation from account 408 and added it to account 675.2 with the other expenses of
the Boat Ramp and Bait Shop.

Wood Creek's Plant Ledger Current
Item No.  Asset Title Cost Life Depreciation

6 Lake-Building $ 2,318 | 46
244 Boat Dock 110,362 518
Total $ 12,680 $ 564

2) Calculation and Allocation of Depreciation of Shared Assets. During the
test year, Wood Creek owned many assets that were shared by its regulated and
nonregulated operations. For the purposes of this report, Staff classified each shared
asset as either an office asset or field asset. Office assets include Wood Creek’s office
building and all furniture and equipment housed therein. Field assets include a
warehouse, power equipment, transportation equipment and tools, shop, and garage
equipment. All test-year depreciation on shared assets was reported by the Water
Division. Wood Creek did not allocate depreciation to the Sewer Division or
nonregulated operations.

In pro forma operations, Staff first calculated depreciation on the shared assets
using the lives found appropriate by Engineering Staff. It then allocated the
depreciation to the Water Division, Sewer Division and nonregulated operations using
appropriate allocation factors. Staff's calculation of pro forma depreciation on shared
assets is shown in the tables below. Note that Staff made no adjustments to the assets
shown in the tables that are inside the areas shaded in gray. Their pro forma
depreciation is the same as their test-year depreciation. Adjustments were made only
to the assets that are outside the shaded areas. Staff's allocation of pro forma
depreciation follows the tables that show the calculations.

-6- Attachment E
Case No. 2015-00428



Calculation of Depreciation on Shared Office Assets

Wood Creek's Plant Ledger NARUC  Proposed by Staff
Item No. Asset Title Cost Acct. No. Life  Depreciation
1 Storage Building $ 1,769 390 40 $ 44
2 New Office 172,919 390 40 4,323
5 Bathroom Fixtures 165 390 40 4
7 Fence 3,843 390 40 96
8 Structures & Improvemen 33,843 390 35 967
9 Structures & Improvement 6,855 390 35 196
439 Blacktop Office Parking L 13,428 390 35 384
440 Sidewalks at Office 1,594 390 35 46
441 Metal Carport 1,620 390 35 46
443 Building 29,042 ~ 331 40 726
476 Shelving WA a0 385
501 Structure & Improvement 17,230 390 35 492
568 Structures & Improvements 1,107 390 35 32
91 Printer/Reload System 2,078 397 - =
93 Computer System, Modem 2,065 397 -
94 (10) 17 LCD Monitors, Serve -
95 Computer, Monitor, Wirel 10
96 Compiter = Mg
435 Computer Desk & Cabinets 20
436 Desk & Cabinet 20
437 Traverse Software 10
486 Chairs 20
487 Office Copier 20
507 United Systems 20
516 Office Furniture 20
572 Office Furniture and Equipment 20
583 Office Furniture and Equipment 20
597 HVAC Unit HA7Ee 801 20
611 Office Equipment 30,807 391 20

Pro Forma Depreciation on Office Assets
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Calculation of Depreciation on Shared Field Assets

Wood Creek's Plant Ledger NARUC  Proposed by Staff

Item No. Asset Title Cost Acct. No. Life  Depreciation

438 Fence at Warehouse $ 8,735 390 35 $ 250

477 Warehouse Heat Pump ‘ ‘apee - - 831 40 50

478 Roof-Storage Building AB008 . 381 40

479 Road to Sludg Dump 331 35

480 Top Soil Bin 390 40

030 JD4501Dozer . - B 10

531 KOMATSU PC78MR-6 10

490 Dump Truck 10

222 Mole Hammerhead 15

585 GMG G7 Tanker 7

586 2012 Ford F-150 7

587 2012 Ford F-150 7

593 2013 Ford F-150 4WD i

594 2013 Ford F-150 4WD 7

612 2014 Ford 150 4WD 74

613 Ford F-150 2WD 7,967 7

614 Ford F-150 2WD 7,967 7

615 2014 Ford F-150 4WD 6,40: 7

170 Cummins Diesel 40-KN Mob 10,000 - =

171 HoleHog 4,437 - -

172 Mitsubishi FX 503041 Forklift 19,260 - .

173 John Deere 310 Backhoe 22,680 - -

174 Wood BB72 6' Mower Stum 1,275 394 15 85

446 J x 70 Case IH Tractor 19,900 394 15 1,327

447 Stihl TS-400 With Blades 1,156 394 15 i

491 Two Cash Registers 968 391 20 48

492 Forklift 21,800 394 15 1,453

493 John Deere Backhoe 79,000 394 15 5,267

595 John Deer Mower 5,288 394 15 353

596 Tiller 1,500 894 15 100

444 Asphalt Cutter 2,500 394 15 167

445 Handheld Meter Readers 5,180 394 15 345

494 Warehouse Alarm 4,557 394 15 304

496 Overbilt Trailer 25,457 394 15 1,697

508 Misc. Equipment 1,665 394 15 i

219 Miscellaneous 1,000 394 - -

220 New Hammerhead 3,740 394 15 249

223 Gator 7 x 18' Trailer 4,395 394 15 293
Pro Forma Depreciation on Field Assets $ 60,412
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Allocation of Depreciation of Shared Assets

Because office assets are used by the GM's Office, CFO, assistant CFO, and
customer account representatives to carry out the daily operations of Wood Creek’s
regulated and nonregulated operations, Staff allocated pro forma office depreciation to
each of Wood Creek'’s regulated and nonregulated operations based on the percentage
of the pro forma wages of these employees that Staff assigned or allocated to each of
those operations. Staff's allocation of office depreciation is shown below.

Wages for
Office and
General
Manager
Employees Percent Allocation

Water Division $ 178,458 36.25% $ 4,960
Sewer Division 35,285 7.17% 981
Boat Ramp and Bait Shop 3,846 0.78% 107
East Laurel 137,278 27.88% 3,816
West Laurel 137,450 27.92% 3,820
Total $ 492,317 100.00% $ 13,684

Staff allocated field asset depreciation based on the percentage of pro forma
wages of the 21 field employees that Staff charged to Wood Creek’s regulated and
nonregulated operations, recognizing that field assets were used by these employees
to operate and maintain the water distribution systems of Wood Creek and East and
West Laurel as well as Wood Creek’s sewer collection system. Staff's allocation of field
asset depreciation is shown below. Note that no depreciation was allocated to the Boat

Ramp and Bait Shop since none of the 21 field employees charged time to its test-year
operations.
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Wages for
Field
Employees Percent Allocation

Wood Creek Water Division $ 368,396 4499% $ 27,179

Wood Creek Sewer Division 110,216 13.46% 8,131
Boat Ramp and Bait Shop - 0.00% -

East Laurel 137,278 16.76% 10,128
West Laurel 202,970 24.79% 14,974
Total $ 818,860 100.00% $ 60,412

The table below summarizes Staff's allocation of pro forma depreciation of
shared assets to Wood Creek’s regulated and nonregulated operations.

Allocation of Depreciation

of Shared Assets
Office Field Total
Wood Creek Water Division $ 4960 $ 27,179 $ 32,139
Wood Creek Sewer Division 981 8,131 9,112
Boat Ramp and Bait Shop 107 - 107
East Laurel 3,816 10,128 13,943
West Laurel 3,820 14,974 18,795
Total $ 13,684 $ 60,412 $ 74,096

(3)  Allocation of Depreciation on Water Meters to the Sewer Division. During
the test year, the Sewer Division provided sewer service to 1,158% of the Water
Division's 5,231 water customers. The monthly sewer bills of the 1,158 combination
water and sewer customers were determined using water meter readings. Pro forma
depreciation expense calculated by Staff for the Water Division includes $27,973 for
depreciation of water meters. Because the Sewer Division benefited from the water
meters, it is appropriate to allocate a portion of the water meter depreciation to the
Sewer Division. As shown below, Staff allocated $5,070 to the Sewer Division based on
the percentage of Wood Creek’s 1,158 combination water and sewer customers when
compared to the total number of its water and sewer customers.

¥ As previously noted, Wood Creek provided sewer service to approximately 1,235 customers

during the test year. It provided water service 1,158 of those customers. East Laurel provided water
service to the remaining 77 sewer customers.
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Allocation of Depreciation on Water Meters

Number of
Division Customers Percent Allocation

Water 5,231 81.88% $22,903
Sewer 1,158  18.12% 5,070
Total 6,389 100.00% $27,973
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Attachment F

Service Contracts between Wood Creek
and East and West Laurel



CONTRACT

October 5, 2007

This contract and agreement made and entered into at London, Kentucky by and
between Wood Creek Water District and East Laurel Water District. That for
consideration of the mutual covenants and agreements herein contained, the parties
hereby contract as follows:

(1) Wood Creek Water District will furnish all materials and labor as necessary to
perform normal service and maintenance to the customers and water distribution system
of East Laurel Water District, including meter installations, service, maintenance,
remaovals and repairs, and normal water line maintenance and repairs.

(2) East Laurel Water District will pay to Wood Creek Water District the actual cost of
materials and labor used in the performance of this agreement.

(3) Payments will be made on a monthly basis by East Laurel Water District and
pursuant to monthly billings by Wood Creek Water District.

(4) The term of this contract shall be one (1) year from the date hereof, and thereafter
until terminated by either of the parties upon thirty (30) days written notice.

EAST LAUREL WATER DISTRICT WOOD CREEK WATER DISTRICT
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CONTRACT

October 8, 2007

This contract and agreement made and entered into at London, Kentucky by and
between Wood Creek Water District and West Laurel Water Association. That for
consideration of the mutual covenants and agreements herein contained, the parties
hereby contract as follows:

(1) Wood Creek Water District will furnish all materials and labor as necessary to
perform normal service and maintenance to the customers and water distribution system
of West Laurel Water Association, including meter installations, service, maintenance.
removals and repairs, and normal water line maintenance and repairs.

(2) West Laurel Water Association will pay to Wood Creek Water District the actual
cost of materials and labor used in the performance of this agreement.

(3) Payments will be made on a monthly basis by West Laurel Water Association and
pursuant to monthly billings by Wood Creek Water District.

(4) The term of this contract shall be one (1) year from the date hereof, and thereafter
until terminated by either of the parties upon thirty (30) days written notice.

WEST LAUREL WATER ASSOCIATION WOOD CREEK WATER DISTRICT
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*Wood Creek Water District
1670 Hal Rogers Parkway
P. O. Box 726

London, KY 40743

*Dewayne Lewis

Wood Creek Water District
P. O. Box 726

London, KY 40743

*Mr. Kenneth Taylor
Kenvirons, Inc.

452 Versailles Road
Frankfort, KENTUCKY 40602

*Denotes Served by Email Service List for Case 2015-00428



