
NEBO, KENTUCKY 42441 
Phone (270) 249-3709 
Fax (270) 249-371 4 

February 20,2007 

Public Service Commission 
Attn: Mi. Jack Kaninberg 
21 1 Sower Blvd. 
P. 0. Box 615 
Frankfort, KY 40602-06 15 

Dear Mi. Kaninberg: 

Please find enclosed a copy of the proposed rate application for Nebo Water District. 

I have also enclosed a copy of the first newspaper printing along with the affidavit for that 
printing. I will send the copy of the second and third affidavit after the third printing has taken 
place. 

If you should have any questions please contact me at the number listed above. 

Sincerely 

Linda Neal 
Office Manager 



COMMONWEALTH OF KENTUCKY EG 
BEFORE THE PUBLIC SERVICE COMMISSION FEB GJ 2 2007 

IN THE MATTER OF: PUBLIC SERVICE 
COMMISSION 

THE APPLICATION OF THE NEB0 WATER ) 
DISTRICT FOR APPROVAL OF INCREASED 
RATES FOR WATER SERVICE 1 

) CASE NO. 2007- 0008 

STATEMENT AND NOTICE 

Neb0 Water District (“Nebo”), by counsel, pursuant to KRS 278.180 and KRS 

278.190, hereby petitions the Commission for approval of a proposed increase in its 

water rates and charges. In support of its application, Neb0 respectfully states as 

follows: 

‘l. Neb0 is a non-profit water district that has been engaged in t h e  distribution 

and sale of water. It currently provides water service to approximately 1,468 customers 

in Hopkins County in Kentucky. Neb0 is organized under KRS Chapter 74; attached are 

its articles of incorporation and any amendments thereto. Nebo’s principal office, place 

of business, and mailing address is P.O. Box 147, Nebo, Kentucky 42441. 

2. The proposed increase in the  rates and charges is necessary for Nebo to 

meet its operating expenses, to maintain financial viability, and to continue to provide 

adequate service. 

3. As authorized by KRS 278.192 ( I ) ,  and for the  purpose of justifying t h e  

reasonableness of the  proposed general increase in rates, Neb0 has utilized an 

historical test period consisting of the twelve (12) consecutive calendar months ending 

December 31 , 2005. 



4. Nebo's annual reports are on file with the Public Service Commission as 

required by 807 KAR 5:006, Section 3(1). 

5. Neb0 hereby gives notice to the Public Service Commission of the 

adjustment of its rates to those rates set forth in Exhibit No. 1 in the filing requirements. 

The proposed rates will result in increased annual revenues of $94,564, which is an 

increase of 13.69 percent over normalized revenues from water sales of $690,792. 

6. The proposed tariffs (Exhibit No. 1) are shown in comparative form on the 

same sheets, side by side, and those comparative sheets are identified as Exhibit No. 2 

in the filing requirements. 

7. Neb0 has complied with 807 KAR 5:011, Section 9, (2) and 807 KAR 

5:OOl , Section IO, (3) and (4), by delivering to newspapers of general circulation in its 

service area a copy of the Notice identified as Exhibit No. 8 in the filing requirements, 

for publishing once a week for three consecutive weeks in a prominent manner, the first 

of said publications to be made no later than seven (7) days after a - 17 , 2007. 

8. A copy of this filing has been mailed to the Utility Intervention and Rate 

Division of the Attorney General's office of the Commonwealth of Kentucky. 

9. As required by 807 KAR 5:OOl , Section IO, (4), (9, Neb0 will post a copy 

, 2007 and of its Customer Notice (Exhibit No. 8) at its place of business on a - 7 

it will remain posted until the Public Service Commission has determined Nebo's rates. 

IO. The list of the documents filed in support of Nebo's application for 

approval of the proposed adjustment of rates or the explanation for their absence is 

contained in the Filing Requirement Index. 
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WHEREFORE, the Applicant, Neb0 Water District requests that the Public 

Service Commission of Kentucky grant to the Applicant its proposal to increase its rates 

and charges as set forth in this Petition. 

Dated at Nebo, Kentucky this d I - 0 7  

NEB0 WATER DISTRICT 

B 

LAW FIRM OR ATTORNEY 

BY 
(Attorney’s Name) 
(Attorney’s Address) 
(Post Office Box) 

, Kentucky 4xxxx 
(270) XXX-xxxx 
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COMMONWEALTH OF KENTUCKY ) 
>ss 

COUNTY OF HOPKINS ) 

The undersigned, , being duly sworn, deposes and states he is the 
Chairman of the Neb0 Water District, Applicant, in the above proceedings; that he has 
read the foregoing Application and has noted the contents thereof; that the same is true 
of his own knowledge, except as to matters which are there in stated on information or 
belief, and as to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this 
a- Ib v 3 .  

, Chairman 
Nebo Water District 

Subscribed and sworn to before me by , Chairman of the Neb0 
Water District, on this 2 - / h  , 200 

My Commission Expires [ I a, 

' Notary P u b k  
In and for said County and State 
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WHEREFORE, the Applicant, Nebo Water District requests that the Public 

Service Commission of Kentucky grant to the Applimnt its proposal to increase its rates 

and charges as set forth in this Petition. 

Dated at Nebo, Kentucky this 

LAW FIRM OR ATTORNEY 



i 

A AVIT OF PUBLIC N 

of the Messenger Newspaper, published at Madisonville, Kentucky and 

having the largest general circulation of any newspaper in Hopkins 

County, Kentucky, do hereby certify that from my own 

check of files of this newspaper that the advertisement of 

f 4.) f& -j 1 1  ” / ‘ ) f  $/2 ,JiL!., for 1 P,80 
was inserted in the 

on the following dates: 

AD DIMENSION 
_ _ - I  DATE: 

/-I DATE:EAD DIMENSION ? -  

Subscribed and Sworn to before me by 

My Commission Expires October 3, 2009 ,-. . 



T H E  M E S S E N G E R  

OSURE! 4BR, 
900! for listings 
'1951 ext R158 

.E by owner: 
ier, quiet dead- 
!t, 2 or 3 BR, 
~r plan, new 
ures, flooring, 
j e  outside stor- 
iing, fenced 
I, landscaping, 

ier financing 

FOR Sale, 295 
.n, New! Com- 
May. 3 BR, 2 
oom, $165,000, 
87 1-3595, leave 

$34,000. PoS- 

7-0535. 

vu PRICt!! I 

!LAND Ford Rd. 
i se  For Sale 
196,900.00 
jrooms, 2 baths, 
1. ft. 5 rninufes to 
.. yet live in fhe 
"country". 
itchen, newly re- 
ted, new heating 
ing system, new 
heater, finished 
ent, Sits privately 
on +8- ac. 
ead @ 821-3710 

W E  newly re- 
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ier 2 acres, Daw- 
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.875-1355 

3NVILLE - 1998 
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e on permanent 
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i .  Two car garage 
dop driveway 
will be qualify for 
I as 5% down fi- 
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sal at $88,000, call 
'48 after 4pm. 

I 

COMMERCIAL BUILD- REDUCEDlI 2001 
ING For Sale: Located in 

W. Noel Priced $22,500. 
Call 836-0594. 

YAMAHA Gri=ly $4400 
high traffic area at 616 836-0696 

1987 YAMAHA golf cart, 
gas engine, $1895.00 
will trade for 4 wheeler in 
good cohd, 824-3824. 

field is required and proficient in Microsoft 
Office applications, Prefer two or more years of : 
, accountingexperiencewithadvancedaccounting 

responsibilities in nonprofit healthcare. CPA 8 

CERTl FI ED NURSES ASSISTANTS 
Full time positions open on clay shift 
and 1 2  hour shifts from 7 p m. to7 a.m. 

obtain GED within one year Apply 
online and call 825-6648 for more 
information regarding Hospital C N.A. 
testing that is required 

Excellent Pay, Benefits SC Bonus 
Human Resources 
200 Clinic Drive I 
Madisonville, KY 4243 1 

EO E/M/F 
1-800-500-0144 

Apply online at: 
www. t rover fo u nd a t i o n .o rg 

b '  , Friday days. 

8 Apply online at: 
I 

wwwt~ove~oundation~org 
a 

0 

Human Resources 

Madisonville, KY 42431 
s 200 Clinic Drive 
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NOTICE 
Neb0 Water District has filed an application with the Public Service Cornmission to increase its rates for water ser- 
vice 

Monthlv Wafer Rates 
%Chanae 

20 5636 
€ula Pronosad 

First 2,000 Gallons 8.1 3 18 ivlinimum Bill $15 89 Minimum Bill 
Next 2,000 Gallons 6 09Per 1,000Gailons 6 15 Per 1,000 Gallons 0 99% 
Next 6,000 Gallons 1 1 98% 
Next 10,000 Gallons -14 81 % 
Over 20,000 Gallons 4 09 Per 1,000 Gallons 4 82 Per 1,000 Gallons 17 85% 

w 
Cyrrent Prooosed % Chanae 

5% x 3/4" Meter 20 56% 
1 ' ivleter 25 36 First 4,000 Gallons 28 I 9  First 4,000 Gallons 11 16% 
1 1/2 Meter 11 61 % 
2 Meter 101 80 First 20,000 Gallons 115 09 First 20,000 Gallons 13 06% 
3 ivleter 142 70 First 30,000 Gallons 163 29 First 30,000 Gallons 14 43% 
4 ivleter 224 50 First 50,000 Gallons 259 69 First 50,000 Gallons 15 67% 
The rates contained in this notice are the rates proposed by the Neb0 Water District However, the Public Service 
Cornmission may order rates to be charged that are higher or lower than the rates proposed in this notice 
Any corporation, association, body public, or person may request leave to intervene, by motion within thirty (30: 
days after notice of the proposed rate change is given A motion to intervene shall be in writing, shall be submittec 
to the Executive Director, Public Service Commission, Post Office Box 615, FranMort, KY 40602, and shall set fortt- 
the grounds for the motion, including the status and interest of the party movant Copies of the application may be 
obtained at no charge from the District office Upon request from an intervenor, the Company shall furnish to the 
intervenor a copy of the application and supporting documents 

5 09 Per 1,000 Gallons 
4 59 Per 1,000 Gallons 

5 70 Per 1,000 Gallons 
5 27 Per 1,000 Gallons 

$1 3 18 First 2,000 Gallons $15 89 First 2,000 Gallons 

55 90 First 10,000 Gallons 62 39 First 10,000 Gallons 
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Exhibit Title 

Proposed Tariff 

Comparison of Proposed & 
Current Tariff 

Pro Forma Financial 
Statements 

Exhibit Index 

Pro Forma Adjustment 
Descriptions/Revenue Requirements Determination 

Billing Analysis 

Analysis of Depreciation 

Cost of Service Study 

Customer Notification 

2005 Audit Report 

Number 
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5 
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7 

8 
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Nebo Water District 

Proposed Tariff 



NEB0 WATER DISTRICT 
(Name of Utility) 

FOR Hopkins County, Kentucky 
Conmunity, Town or City 

P.S.C. KY. NO. 

SHEET NO. 

CANCELLDIG P.S.C. KY. NO. 

SHEET NO. 

RATES AND CHARGES 

MONTHLY WATER RATES 

First 2,000 Gallons 
Next 2,000 Gallons 
Next 6,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

MINIMUM BILLS 

5/8 Inch X 3/4 Inch 
1 Inch 
I-1/2 Inch 
2 Inch 
3 Inch 
4 Inch 

$15.89 Minimum Bill 
6.1 5 Per 1,000 Gallons 
5.70 Per 1,000 Gallons 
5.27 Per 1,000 Gallons 
4.82 Per 1,000 Gallons 

$15.89 First 2,000 Gallons 
28.19 First 4,000 Gallons 
62.39 First 10,000 Gallons 

11 5.09 First 20,000 Gallons 
163.29 First 30,000 Gallons 
259.69 First 50,000 Gallons 

DATE OF ISSUE 
Montli / Dale / Year 

DATE EFFECTIVE 

Montli / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 





Neb0 Water District 

Comparison of Current & Proposed Tariff 



NEB0 WATER DISTRICT 
(Name of Utility) 

FOR Hopkins Couiitv, Kentucky 
Conmiunity, Town or City 

P.S.C. KY. NO. 

SHEET NO. 

CANCELLING P.S.C. ICY. NO. 

SHEET NO. 

RATES AND CHARGES 

MONTHLY WATER RATES 

First 2,000 Gallons 
Next 2,000 Gallons 
Next 6,000 Gallons 
Next 10,000 Gallons 
Over 20,000 Gallons 

MINIMUM BILLS 

5/8 Inch X 3/4 Inch 
1 Inch 
1-1 /2 Inch 
2 Inch 
3 Inch 
4 Inch 

$1 5.89 434-8 Minimum Bill 
6.1 5 649 Per 1,000 Gallons 
5.70 54Q Per 1,000 Gallons 
5.27 42% Per 1,000 Gallons 
4.82 4-49 Per 1,000 Gallons 

$1 5.89 434-8 First 2,000 Gallons 
28.1 9 25-36 First 4,000 Gallons 
62.39 5 W Q  First1 0,000 Gallons 

11 5.09 443l-40 First20,OOO Gallons 
163.29 4-42J-Q First20,OOO Gallons 
259.69 22445Q First20,OOO Gallons 

DATE OF ISSUE 
Month / Date / Yeat 

DATE EFFECTIVE 

Month / Date / Year 

ISSUED BY 
(Signatuie of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLJC SERVICE COMMISSION 

IN CASE NO. DATED 





I Neb0 WD Exhibit 3 - Income Statement I 2005 I Adiustment I Ad i u sted 
Showing Impact of Proposed Increase 
Water Sales Revenue $646,660 $29,724 $770,948 

Other Operating Revenue 
Total Operating Revenue 

$94,564 
$14,408 0 $14,408 

$661,068 $1 24,288 $785,356 

Employee Salaries $45,854 I $10,306 I $56,160 
Officer Salaries $10.800 I 0 1  $10.800 
Employee PensiondBenefits 
Purchased Water 
Purchased Power 
MaterialdSu pplies 
Contractual Services-Eng. 
Contract Services-Acct. 
Contract Services-Legal 
Contract Services-Other 

. ,  . ,  

$13,651 0 $13,651 
$334,911 $30,090 $365,001 

$10,327 0 $1 0,327 
$53,827 ($1 8,038) $35,789 
$5,352 ($2,676) $2,676 
$7,000 0 $7,000 

$50 0 $50 
$83,510 $20.800 $73,644 

Rental-Equipment 
Transportation Exp. 
Insurance-Gen. Liability 
Insurance-Workers' Comp 

($30,666) 
$6,814 ($1,384) $5,430 
$9,591 $600 $10,191 

0 0 0 
$3,389 $2,945 $6,334 

Insurance-Other $6,924 1 ($967) 1 $5,957 
Advertisina $2.368 I 0 1  $2.368 " 
Bad Debt 
Misc. Exp. 
Tot. Water Util. Exp. 
Depreciation Expense 

. I  

$958 0 $958 
$1 5,146 ($951) $14,195 

$61 0,472 $1 0,059 $620,531 
$96,671 ($734) $96,998 

$1.061 
Amortization Expense 
Taxes OT Income 
Total Op. Expenses 
Total Operating lncome 
Interest Income 
Nonutility Income 
Debt Amortization Expense 
Interest Expense 
Net Income 

0 $31 7 $31 7 
$1 0,230 $339 $10,569 

$71 7,373 $1 1,042 $728,415 
($56,305) $1 13,246 $56,94 I 

$13,347 ($4,004) $9,343 
$23,800 0 $23,800 

($540) 0 ($540) 
($40,575) $4,593 ($35,982) 
660.273) $1 13.835 $53.562 
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NEB0 WATER DISTRICT 
STATEMENTOFNETASSETS 

PROPRIETARY FUND 
DECEMBER 31,2005 

Business-type 
Activities 

Enterprise Fund 

Assets 

Current Assets 
Cash and cash equivalents 
Accounts receivable 
Inventories 
Prepaid insurance 

Total current assets 

Noncurrent Assets 

Restricted cash 
Capital assets 
Less accumulated depreciation 

Unamortized bond issue costs 

Total noncurrent assets 

Total assets 

Liabilities 

Current Liabilities 
Accounts payable 
Accrued expenses 
Compensated absences 

Current portion of bonds payable 

Total current liabilities 

Noncurrent Liabilities 

Noncurrent portion of bonds payable 

Total noncurrent liabities 

Total liabilities 

Net Assets 

Contributed capital 
Retained earnings (deficit) 

Reserved for restricted assets 

$ 437,289 
50,254 
23,206 
4,293 

515,042 

107,614 

3,125,913 
(1,730,468) 

- 11,070 

1,594,129 

2,109,171 

23,099 
3,728 

990 
36,000 

733,000 

733,000 

796,817 

1,457,159 

156,457 

Unreserved 

Total net assets 

(301,262) 

$ 1,312,354 

The accompanying notes are an integral part of these financial statements. 

4 





Neb0 WD Exhibit 4 
Water Sales Revenue 
Other Operating Revenue 
Total Operating Revenue 

2005 Adjustment Ref. Adjusted 
$646,660 $29,724 (A) $676,384 
$14,408 0 $14,408 

$661,068 $29,724 $690,792 

Employee Salaries 
Officer Salaries 
Employee PensiondBenefits 
Purchased Water 
Purchased Power 
Materials/Su pplies 
Contractual Services-Eng. 
Contract Services-Acct. 
Contract Services-Legal 
Contract Services-Other 

$45,854 $10,306 (B) $56,160 
$10,800 0 $10,800 
$13,651 0 $13,651 

$334,911 $30,090 (C) $365,001 
$1 0,327 0 $10,327 
$53,827 ($18,038) (D) $35,789 
$5,352 ($2,676) (E) $2,676 
$7,000 0 $7,000 

$83,510 $20,800 (F) $73,644 
$50 0 $50- 

Revenue Requirement 
$728,415 - Proforma Operating Expenses 
$ 

$81  8,499 - Revenue Requirement 
($690,792) - Less Normalized Revenues 
($ 9,343) - Unrestricted Interest Income 
I$ 23,800) - Nonutility Income 
$ 94,564 - Justified Increase (13.69% increase over normalized revenues) 

540 - Debt Amortization Expense 
89,544 - Debt Service Coverage (I "2 x $74,620 Debt Service) 

($30,666) 
Rental-Equipment $6,814 ($1,384) (G) $5,430 
Transportation Exp. $9,591 $600 (H) $1 0,191 
I nsurance-Gen. Liability 0 0 0 

Insurance-Other $6,924 ($967) (J) $5,957 
Insurance-Workers' Comp $3,389 $2,945 ( I )  $6,334 

Advertising $2,368 0 $2,368 
Bad Debt $958 0 $958 
Misc. Exp. $15,146 ($951 ) (K) $14,195 
Tot. Water Util. Exp. $61 0,472 $10,059 $620,531 

Amortization Expense 
Taxes OT Income 
Total Op. Expenses 
Total Operating lncome 
Interest Income 
Nonutility Income 
Debt Amortization Expense 
Interest Expense 
Net Income 

$1,061 
0 $317 (M) $317 

$1 0,230 $339 (N) $10,569 
$71 7,373 $1 1,042 $728,415 
($56,305) $18,682 ($37,623) 

$1 3,347 ($4,004) (0) $9,343 
$23,800 0 $23,800 

($540) 0 ($540) 
($40,575) $4,593 ($35,982) 
($60,273) $19,271 ($41,002) 



Neb0 Debt Service Coverage 2007 
1979 RD 
Principal $28,000 
Interest $20,100 
Total $48,100 

2008 2009 3-yr. avg. 

$30,000 $32,000 $30,000 
$18,600 $17,000 $18,567 
$48,600 $49,000 $48,567 

Explanatory Notes: 

2001 KRWC 
Principa I 
Interest 
Total 

A. Normalized Revenues as determined by Cammission Staffs billing analysis 

$1 0,000 $11,000 $11,000 $1 0,667 
$15,882 $15,394 $14,882 $15,386 
$25,882 $26,394 $25,882 $26,053 

Total $74,620 

Employee Title Hourly and Weekly Proforma 2005 Adjustment 
Amount 

__I- __- ___________ 
T:"&f ice Manager $12x40=$480 $24,960 $28,551 ($3,591 ) 

2. Manager $15 x 40=$600 $31,200 $17,280 $13,920 

$45,854 $10,306 Reported $56,160 
Other Wages 0 $443 ($443) . 

Neb0 WD Purchased Water 
Purchases (Th. Gallons) 
% 

2005 
154,632,000 

100% 

Purchased Water Expense 
Sales (Gallons) (YO) 

$334,911 
123,376,000 

2005 Purchased Water Exp. 
Proforma Increase 

Other Use 
Subtotal 
Line Loss (20.06%) 
Total 

230,000 
123,606,000 
31,026,000 

154,632,000 

Purchased Water Expense $365,001 

Adjustment for excess line loss 
$2.51 x 9,213,180 

($23,125) 
I_ 



D. Materials and Supplies Expense was adjusted to remove several items that were capital in nature 
and to allow their recovery in depreciation expense, as follows: 

Date Item Amount 
5/6 Ditch Witch-Trencher Parts $854.42 
9/15 Sullivan Constr.-Road Bore $2,400.00 
9/21 Sullivan Constr.-Road Bore $2,400.00 

Life (yrs.) Depreciation Exp. 
5 $170.88 

40 $60.00 
40 $60.00 

1/26 
3/9 
4/6 
6/14 

I " 

Wemhoener-54 meters @ $31.85 $1,719.90 10 $171.99 
Wemhoener-24 meters @ $31.85 $764.40 10 $76.44 
Wemhoener-IO meters @ $71.78 $717.80 10 $71.78 
Wemhoener-IO meters @ $71.78 $717.80 10 $71.78 

9/12 

I " 

Wemhoener-Line Extension $6,247.85 ' 
Wemhoener -Dotiki Mine Tar, $1,963.63 

$136.34 

I 
$6  

I ,  si 16 on 

$1 56.20 
$196.36 
$13.63 
$1 1.60 

Employee Title 
3. Field Worker 
4. Field Worker 
5. Field Worker 

Notes Pro forma 2005 Difference 
None-Hired 4/06. $20,800 0 $20,800 

T&D $36,000 $55,171 ($19,171) 
T&D - no longer 0 

E. Contractual Services - Engineering Expense was adjusted to allow for a two-year average of 
engineering services related to line extensions. 

6. Meter Reader 

Other Contract Services 
Total Pro Forma Amount 

F. Contractual Services - Other Expense was adjusted to reflect the wages of certain water district 
employees whose salaries and wages were classified in Contract Services - Other expense as of July 
2006. 

employed 
Meter Reader $14,400 $14,500 ($1 00) 

$71,200 $69,67 1 $1,529 
$2,444 

$73,644 

G. Rental Equipment Expense was adjusted to take a two-year average for backhoe rentals 

H. Transportation Expense was adjusted to allow the Office Manager $1,800 per year vs. $1,200 paid in 
2005 for gas expense related to miscellaneous duties. 

I. Workers Compensation Insurance Expense was adjusted to reflect pro forma costs 

J. Other Insurance Expense was adjusted to reflect pro forma costs 

K. Miscellaneous Expense was adjusted to remove a nonrecurring charge for a $951 trash pump. 



Date Item Cost 2005 Deprec. 

7/96 Office Shelves $912.00 $91.20 0 $91.20 
7/01 Telephone $129.00 $25.80 0 $25.80 
7/96 Carpet $1,030.00 $103.00 0 $103.00 
7/99 Meters $3,600.00 $514.29 0 $5 14.29 

Total $734.29 

Proforma Adjust men t 
DeDrec. 

M. Amortization Expense was adjusted to allow a three-year recovery period for the $951 Trash Pump 
removed from Miscellaneous Expense. 

N. Taxes Other Than Income Expense was adjusted to allow for pro forma FICA taxes at 7.65% x 
Salaries of $1 38,157 for the employees and Commissioners. 

0. Interest Income was adjusted for ratemaking purposes to remove the interest earned on restricted 
cash, which was 30% of total cash. 





Neb0 Water District 

Billinq Analysis 

CURRENT RATES 
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BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: I INCH 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

FIRST NEXT NEXT OVER CLASS: 
USAGE BILLS GALLONS 4,000 6,000 1 0,000 20,000 

FIRST 4,000 35 49,700 49,700 

NEXT 6,000 40 262,400 160,000 102,400 

NEXT 10,000 8 103,300 32,000 48,000 23,300 

OVER 20,000 16 547,600 64,000 96,000 160,000 227,600 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 4,000 99 305,700 $25.36 $2,510.64 
NEXT 6,000 246,400 5.09 1,254.18 
NEXT 10,000 183,300 4.59 841.35 
OVER 20,000 227,600 4.09 930.88 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 1 1/2 INCH 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS FIRST NEXT OVER 
USAGE BILLS GALLONS 10,000 10,000 20,000 

FIRST 10,000 8 4 1,300 4 1,300 

NEXT 10,000 8 111,400 80,000 31,400 

OVER 20,000 8 389,700 80,000 80,000 229,700 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 10,000 24 201,300 $55.90 $1,341.60 
NEXT 10,000 1 11,400 4.59 51 I .33 
OVER 20,000 229,700 4.09 939.47 

TOTAL 24 542,400 $2,792.40 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 2 INCH 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS: FIRST OVER 
USAGE BILLS GALLONS 20,000 20,000 

FIRST 20,000 33 217,900 217,900 

OVER 20,000 51 6,868,000 1,020,000 5,848,000 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 20,000 84 1,237,900 $101.80 $8,551.20 
OVER 20,000 5,848,000 4.09 23,918.32 

TOTAL 84 7,085,900 $32,469.52 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 4 INCH 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS: FIRST OVER 
USAGE BILLS GALLONS 50,000 50,000 

FIRST 50,00( 0 0 0 

OVER 50,001 24 36,333,000 1,200,000 35,133,000 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 50,000 24 1,200,000 $224.50 $5,388.00 
OVER 50,000 35’1 33,000 4.09 143,693.97 



TEST PERIOD FROM 01/01/2005 to 12/31/2005 
CURRENT RATES 

5/8 x 3/4 Inch 17,388 77,839,210 $486,503 

1.5" 24 542,400 $2,792 
2" 84 7,085,900 $32,470 
4" 24 36,333,000 $149,082 

Bills Gallons Revenue 

1 99 963,000 $5,537 

TOTAL 17,619 122,763,510 $676,384 



Nebo Water District 

Billing Analvsis 

PROPOSED RATES 
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BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 1 INCH 
PROPOSED RATES 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

NEXT NEXT OVER CLASS: FIRST 
USAGE BILLS GALLONS 4,000 6,000 10,000 20,000 

FIRST 4,000 35 49,700 49,700 

NEXT 6,000 40 262,400 160,000 102,400 

NEXT 10,000 8 103,300 32,000 48,000 23,300 

OVER 20,000 16 547,600 64,000 96,000 160,000 227,600 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 4,000 99 305,700 $28.1 9 $2,790.81 
NEXT 6,000 246,400 5.70 1,404.48 

OVER 20,000 227,600 4.82 1,097.03 
NEXT 10,000 183,300 5.27 965.99 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 1 1/2 INCH 
PROPOSED RATES 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS FIRST NEXT OVER 
USAGE BILLS GALLONS 10,000 10,000 20,000 

FIRST 10,000 8 41,300 41,300 

NEXT io,oao 8 111,400 80,000 3 1,400 

OVER 20,000 8 389,700 80,000 80,000 229,700 

TOTAL 24 542,400 201,300 1 11,400 229,700 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 10,000 24 201,300 $62.39 $1,497.36 
NEXT 10,000 I 1  1,400 5.27 587.08 
OVER 20,000 229,700 4.82 1,107.15 

TOTAL 24 542,400 $3,191.59 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 2 INCH 
PROPOSEDRATES 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS: FIRST OVER 
USAGE BILLS GALLONS 20,000 20,000 

FIRST 20,000 33 217,900 217,900 

OVER 20,000 51 6,868,000 1,020,000 5,848,000 

TOTAL 84 7,085,900 1,237,900 5,848,000 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 20,000 84 1,237,900 $1 15.09 $9,667.56 
OVER 20,000 5,848,000 4.82 28,187.36 



BILLING ANALYSIS FOR: NEB0 WATER DISTRICT 

USAGE TABLE 
METER SIZE: 4 INCH 
PROPOSED RATES 

TEST PERIOD FROM 1/1/2005 - 12/31/2005 

CLASS: FIRST OVER 
USAGE BILLS GALLONS 50,000 50,000 

FIRST 50.000 0 0 0 

OVER 50,000 24 36,333,000 1,200,000 %,I 33,000 

TOTAL 24 36,333,000 1,200,000 35,133,000 

REVENUE TABLE 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 50,000 24 1,200,000 $259.69 $6,232.56 
OVER 50,000 35,133,000 4.82 169,341.06 

TOTAL 24 36,333,000 $1 75,573.62 



NORMALIZED BILLING ANALYSIS SUMMARY FOR: NEB0 WATER DISTRICT 
TEST PERIOD FROM 01/01/2005 to 12/31/2005 
PROPOSED RATES 

5/8 x 3/4 Inch 17,388 77,839,210 $550,702 
1 99 963,000 $6,258 
1.5" 24 542,400 $3,192 
2" 84 7,085,900 $37,855 
4" 24 36,333,000 $1 75,574 

Bills Gallons Revenue 

TOTAL 17,619 122,763,510 $773,580 
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Neb0 Water District 

Cost of Service Study 

Allocation of Plant Value 
Allocation of Depreciation 
Allocation of O/M Expenses 
Allocation of Cost of Service 
Calculation of Water Rates 
Verification of Rates 
Proposed Rates 
Comparison of Rates - 518 Inch x 3/4 Inch Meter 
Comparison of Rates - 1 Inch Meter 
comparison of Rates - 1 1/2 Inch Meter 
Comparison of Rates - 2 Inch Meter 
Comparison of Rates - 3 Inch Meter 
Comparison of Rates - 4 Inch Meter 

Sheet 1 
Sheet 2 
Sheet 3 
Sheet 4 
Sheet 5 
Sheet 6 
Sheet 7 
Sheet 8 
Sheet 9 

Sheet I O  
Sheet I I 
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Sheet 13 



I I I 

Allocation of Plant Value t-- Neb0 Water District 

Land & Land Rights $38,258 
Structures and Improvements 58,811 
Pumping Equipment 73,138 

I I -.++----{ t- ]Total I Commoditv Demand Customer 
$38,258 
58,811 
73,138 

Hydrants 
Office Furniture & Equipment 
Tools, Shop & Garage Equipment 
Power Operated Equipment 

Subtotal 
Total 

Communication Equipment 

$27,367 $23,645 . $3,722 
30,598 26,437 4,161 

931 804 127 
66,740 57,663 9,077 

$132,673 $1 14,629 $18,044 
7,037 .- 6,080 957 

$3,125,913 
I I Allocation Percentages -1- 1 OO%i 

Source. PSC Annual Report 2005 

Sheet 1 



--~- 
Allocation of Depreciation 

~ _ . _ _ _ .  

Neb0 Water District - 

Structures and Improvements 
Pumping Equipment 
Distributions Reservoirs & Standpipes 
Transmission & Distribution Mains 
Meters & Meter Installations 
Subtotal 

Allocation Percentages 

Total Commodity Demand Customer 
$27,646 $27,646 
23,702 23,702 

213,113 213,113 
1,004,594 1,004,594 

379,647 379,647 
$1,648,702 $1,269,055 $379,647 

100% 77.0% 23.0% 

Office Furniture & Equipment 

Power Operated Equipment 
Subtotal 
Total 

I I I -- $30,232 $23,279 $6,953 
15,569 11,988 3,581 
35,965 27,693 8,272 

$81,766 $35,267 $1 0,534 
$390,181 t $1,730,468 

Source" PSC Annual Report 2005 

Sheet 2 



l . - _ ~  

I ---=I .- 
Allocation of Operation & Maintenance Expense 

Neb0 Water District 

ITotaJ 
Purchased Water 
Purchased Power 
Materials & Supplies - 
Salaries - Office Manager 

Employee PensionslBenefits 
Insurance - Workers Comp 
Contract Services - Meter Reader 
Taxes OT Income - Meter Reader 
Contract Services - Maintenance 
Taxes OT Income - Maintenance 
Bad Debt 
Advertising 
Contract Services - Ena. 

Taxes OT Income - Office Manager __________- -~-  
-- 

-- 
- 

$365,001 $365,b0Ir 
$1 0,327 $10,327 

35,789 $35,789 
24,960 $24,960 

1,909 $1,909 
13,651 7,645 $6,006 
6,334 3,547 $2,787 

14,400 $14,400 
1,102 $1,102 

52,000 52,000 
3,978 3,978 

958 $958 
2,368 $2,368 
2.676 2.676 

Less Commodity 

Allocation Percentages 

$535,453 $375,328 $1 05,635 $54,490 
$275,328 
$1 60,125 $105,635 $54,490 

100% 66% 34% 
I 

h b tota 1 -+$96.504 I I --+XG-l $63.693 

Transportation 

Miscellaneous 
Rental Equipment 

Salaries - Superintedent 
Taxes OT Income - Superintedent 
Salaries & Wages - Officers 
Taxes OT Income - Officers 
Contract Services - Acct. 
Contract Services - Legal 
Debt Amortization Expense 
Amortization Expense 

Insurance Expense 

Contract Services - McCoy & McCoy Labs -..- 

$1 0,191 $6,726 $3,465 
5,957 3,932 2,025 

14,195 9,369 4,826 
5,430 3,584 1,846 
2,444 1,613 831 

36,000 23,760 12,240 
2,754 1,818 ’- 936 

10,800 7,128 3,672 
826 545 281 

7,000 4,620 2,380 
50 33 17 

540 356 184 
31 7 209 108 

I- 

Sheet 3 

I 



- 
Allocation of Cost of Service 

Neb0 Water District 
- 

7 I I 
I Commodity Demand I Customer 

ti Maintenance $631,957 I ,- $169,328 $87,30 1 
ITotal 

Debt Service' 

$818,499 $375,328 

77,366 12,178 
74,688 22,310 

$321,382 . $121,789 
I ,  I I I I I 

.- Less. 
Interest Income 
Other Operating Revenue 
Nonutility Income 

Revenue Required from Rates 

($9,343) ($9,343) 
($14,408) ($14,408) 
($23,800) -. ($23,800) 

$770,948 $375,328 $321,382 $74,238 

NOTES: 
'Debt Service has been allocated on a percentage of Plant Value from the Allocation of Plant Value Sheet 
Depreciation has been allocated on a percentage of Depreciation from the Allocation of Depreciation Sheet. 2 

Sheet 4 
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I" Verification of Rates 
Neb0 Water District 

Bills Gallons Rate Revenue 
518 x 314 k c h  Meter 
First 2,000 gallons 17,388 I 30,859,300 $15.89 $276,295 
Nit 2,000 gallons 21,939,510 6.15 134,928 
Next 6,000 gallons 19,421,900 
Next 10,000 gallons 1 .". 3,761,500 
Over 20.000 aallons 1.857.000 4.82 8.951 

99 

- 
305,700 $28.19 $2,791 
246,400 - 5.70 1,404 
183,300 5.27 966 
227,600 4.82 1,097 

I 112 Inch Meter 
First 10,000 gallons 
Next 10,000 gallons 
Over 20.000 aallons 

24 201,300 $62.39 $ 1,497 
1 1 1,400 5.27 587 
229.700 4.82 1.107 

- 

_- 
2 Inch Meter 
First 20,000 gallons 
Over 20,000 gallons 

84 1,237,900 $1 15.09 $9,668 . - 
5,848,000 4.82 28,187 

I 
Total Revenue from Rates I 17.6191 122.763.5101 I $773.580 

3 Inch Meter 

Over 30,000 gallons 
First 30,000 gallons 

Sheet 6 

0 0 $163.29 $0 .  
0 4.82 

4 Inch Meter 
First 50,000 gallons 
Over 50,000 gallons 

24 1,200,000 259.69 6,233 
35,133,000 4.82 169,341 , 



Neb0 Water District 

Proposed Cost of Service Monthly Water Rates 

I 
1 Inch Meter 
First 4,000 gallons - $28.19 Minimum bill 
Nex<6,000 gallons 5.70 per 1,000 gallons 
Next 10,000 gallons 5.27 per 1,000 gallons 
Over 20,000 gallons 4.82 per 1,000 gallons 

518 Inch x 314 Inch Meter 

I 112 Inch Meter 
First 10,000 gallons 
Next 10,000 gallons 
Over 20,000 gallons 

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

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

4 Inch Meter 
First 50,000 gallons 
Over 50,000 gallons 

$62.39 Minimum bill 
5.27 per 1,000 gallons 
4.82 per 1,000 gallons 

I 
$1 15.09 Minimum bill 

4.82 per 1,000 gallons 

I 

$163.29 Minimum bill 
4.82 per 1,000 gallons 

I 
259.69 Minimum bill 

4 82 per 1,000 gallons 

Sheet 7 



Current Rates 
Block Usage Rate 

First 2,000 gallons $13 18 
Next 2,000 gallons 6.09 
Next 6,000 gallons 5.09 
Next 10,000 gallons 4.59 
Over 20,000 gallons 4.09 

Cost of Service Study 
Rates 

$1 5.89 
6 15 
5.70 
5.27 
4.82 

._-.. 

I I 

$30.45 I $33.89 I $3.44 I 

Proposed 
Rates 

Current Rates 

Sheet 8 

Amount Increase % Increase 



r ComDarison of Rates - 1 inch Meter I 
~- Neb0 Water District 

Cost of Service 
Gallon Usage Current Rates Rates Increase Percentage 

5,000 30.45 33.89 3.44 11.3% 
10,000 55.90 62.39 6.49 11.6% 

4,000 $25.36 $28.19 2.83 11.2% 

.- 
15,000 
20,000 
25,000 
30,000 
35,000 

50,000 
75,000 

100,000 
150,000 

250,000 

40,000' 

200,00?j- 

Sheet 9 

78.85 88.74 9.89 12.5% 
101.80 115.09 13.29 13.1% 
122.25 139.19 16.94 13.9% 
142.70 163.29 20.59 14.4% 

14.9% 
211.49 27.89 15.2% 183.60 

224.50 259.69- 35.19 15.7% 
326.75 380.19 53.44 16.4% 
429.00 500.69 71.69 16.7% 
633.50 741.69 108.19 17.1% 
838.00 982.69 144.69 17.3% 

1,042 50 1,223.69 181.19 17.4% 

163.15 187.39 24.24 .- 

- -. 

-- 

Current Rates 
Rate 

$25.36 
5.09 
4.59 
4.09 

Cost of Service Study 
Rates 

$28.19 
5.70 
5.27 
4.82 



- 
Comparison of Rates - 1 1/2 Inch Meter 

Neb0 Water District 
-7,- 

Gallon Usage Current Rates Rates increase 
10,000 $55 90 $62 39 6 49 
15~000 78 85 88 74 9 89 
20,000 101 80 11509 1329 
25,000 122 25 13919 1694 
30,000 142 70 16329 2059 
35,000 676 25 75859 8234 
40,000 183 60 211 49 2789 
50,000 224 50 25969 35 19 
75,000 326 75 38019 5344 

429 00 50069 71 69 
150,000 633 50- 741 69 10819 

--- 

.- 

100,000 - 

I I II I Costofservice I 

1 ;C)J,:l: I 83800 1042 50 
98269 14469 

122369 181 19 

Percentaae 

Current Rates 
Block Usage Rate 

First 10,000 gallons $55 90 
Next 10,000 gallons 4.59 
Over 20,000 gallons 4.09 

-- 
I I.;% 
12.5% 

Cost of Service Study 
Rates 

$62.39 
5.27 
4.82 

13.1% 
13.9% 
14.4% 
12.2% 
15.2% 
15.7% 
16.4% 

- 

16.7% 
17.1% 
17.3% 
17.4% 

- 

Sheet 10 



Comparison of Rates - 2 Inch Meter 
Neb0 Water District .- 

cost of 
Service 

Gallon Usage Current Rates Rates Increase Percentage 
20,000 $101 80 $115 09 $13.29 13.1% 
25,000 122.25 139.19 16.94 13.9% 
30,000 142.70 163.29 20 59 14.4% 
35,000 16315 18739 24.24 14.9% 
40,000 183.60 21 1.49 27.89 15.2% 
50,000 224.50 259.69 35.19 15.7% 
75,000 326.75 380 19 53.44 16.4% 

100,000 429.00 500.69 71.69 16.7% 
150,000 633.50 741.69 108.19 17.1% 
200,000 838.00 982.69 144.69 17.3% 
250,000 1,042.50 1,223.69 181.19 17.4% 

- 

I ComDarison of Rates I 
L 500,000 2,065 00 2,428 69 363.69 17.6%] 

Sheet 11 

Block Usage 
First 20,000 gallons 
Over 20 000 aallons 

Current Rates Cost of Service Rates 
$101.80 $1 15.09 

4.09 4.82 



Comparison of Rates - 3 Inch Meter ---_______- t Neb0 Water District 

Gallon Usage 
30,000 
35,000 
40,000 
50,000 
75,000 

--_ 100,000 
150,000 
200,000 
250,000 
500,000 

cost of 
Service 

Current Rates Rates Increase Percentage 
14.4% 

163.15 187.39 24.24 14.9% 
~ 183.60 21 1.49 27.89 15.2% 

15.7% 224.50 259.69 35.19 
326.75 380.19 53.44 16.4% 
429.00 500.69 71.69 16.7% 
633.50 741.69 108.19 17.1% 
838.00 982.69 144.69 17.3% 

1,042.50 1,223.69 181 19 17.4% 
2,065.00 2,428.69 _- 363.69 17.6% 

-- $142.70 $163.29 20 59 

--- 

- ~ .  

Block Usage 
First 30,000 gallons 
Over 30,000 gallons 

Current Rates 

4.09 

Cost of Service Rates 
$142.70 $163.29 

4.82 - 

Sheet 12 



Comparison of Rates - 4 Inch Meter .- 
Neb0 Water District 

-.-- Gallon Usage Current Rates Rates Increase Percentage 
50,000 $224.50 $259.69 35.19 15.7% 
75,000 326.75 380.1 9 53.44 16.4% 

100,000 429.00 500.69 71.69 16.7% 
150,000 633.50 741.69 108.19 17.1% 
200,000 838.00 982.69 144.69 17.3% 
250,000 1,042.50 1,223.69 181.19 17.4% 
500,000 2,065 00 2,428.69 363.69 17.6% 

1,000,000 4,110.00 4,838.69- 728.69 17.7% 
2,000,000 8,200.00 9,658 69 1,458.69 17.8% 
3,000,000 12,290.00 ___ 14,478.69 2,188.69 17.8% 

_I-.-- 

--_I 

cost of 
Service 

4,000,000 16,380.00 19,298.69 2,918.69 17.8% 

Block Usage 
First 50,000 gallons 
Over 50,000 gallons 

Sheet 13 

Current Rates Cost of Service Rates 
$224 50 $259.69 
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Neb0 Water District 

Customer Notice 



NOTICE 
Neb0 Water District has filed an application with the Public Service Commission to increase its rates for water 
service. 

Monthlv Water Rates 

First 2,000 Gallons 
Current Proposed 
$13.18 Minimum Bill $15.89 Minimum Bill 

% Chanqe 
20.56% 

Next 2,000 Gallons 6.09 Per 1,000 Gallons 6.15 Per 1,000 Gallons 0.99% 
Next 6,000 Gallons 5.09 Per 1,000 Gallons 5.70 Per 1,000 Gallons I I .98% 
Next 10,000 Gallons 4.59 Per 1,000 Gallons 5.27 Per 1,000 Gallons 14.81 % 
Over 20,000 Gallons 4.09 Per 1,000 Gallons 4.82 Per 1,000 Gallons 17.85% 

518” x 314” Meter 
1” Meter 
1 112” Meter 
2” Meter 
3” Meter 
4” Meter 

Minimum Bills 
Current Proposed % Change 
$1 3.18 First 2,000 Gallons $1 5.89 First 2,000 Gallons 20.56% 
25.36 First 4,000 Gallons 28.19 First 4,000 Gallons 11.16% 
55.90 First 10,000 Gallons 62.39 First 10,000 Gallons 11.61% 

101.80 First 20,000 Gallons 1 15.09 First 20,000 Gallons 13.06% 
142.70 First 30,000 Gallons 163.29 First 30,000 Gallons 14.43% 
224.50 First 50,000 Gallons 259.69 First 50,000 Gallons 15.67% 

The rates contained in this notice are the rates proposed by the Neb0 Water District. However, the Public 
Service Commission may order rates to be charged that are higher or lower than the rates proposed in this 
notice. 

Any corporation, association, body politic, or person may request leave to intervene, by motion within thirty 
(30) days after notice of the proposed rate change is given. A motion to intervene shall be in writing, shall be 
submitted to the Executive Director, Public Service Commission, Post Office Box 61 5, Frankfort, KY 40602, 
and shall set forth the grounds for the motion, including the status and interest of the party movant. Copies of 
the application may be obtained at no charge from the District office. Upon request from an intervenor, the 
Company shall furnish to the intervenor a copy of the application and supporting documents. 

Nebo Water District 





Michael L. Overby, CPA, PLLC 
Certified Public Accountant 

$01 South Broadway 
Providence, KK 424.50 

INDEPENDENT AUDITOR'S REPORT 

To The Commissioners 
Nebo Water District 
Nebo, Kentucky 

I have audited the financial statements of the governmental activities, business-type activities, major 
funds, and remaining fund information, which collectively comprise the basic financial statements, of the 
Neb0 Water District ("District") as of and for the year ended December 31, 2005, as listed in the table of 
contents. These financial statements are the responsibility of the District's management. My 
responsibility is to express opinions on these financial statements based on my audit. 

I conducted my audit in accordance with auditing standards generally accepted in the United State of 
America and the standards applicable to financial audits contained in Government Audifing Standards. 
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatements. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. I believe that my audit provides a reasonable 
basis for my opinions. 

In my opinion, the basic financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, business-type activities, and remaining fund 
information of the District at December 31, 2005, and the changes in financial position and cash flows, 
where applicable, of those activities and funds for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

My audit was conducted for the purpose of forming an opinion on the District's basic financial statements. 
The individual fund statements described in the accompanying table of contents are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied by me in the audit of the basic financial 
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial 
statements taken as a whole. 

In accordance with Government Auditing Standards, I have also issued a report dated January 20,2006, 
on my consideration of internal control over financial reporting and my test of its compliance with certain 
provisions of laws, regulations, grants and contracts. That report is an integral part of an audit performed 
in accordance with Government Auditing Standards and should be read in conjunction with this report in 
assessing the results of my audit. 

The Neb0 Water District has not presented the management's discussion and analysis section that 
accounting principles generally accepted in the United States has determined is necessary to 
supplement, although not required to be part of the basic financial statements. 

/ 
Janlary 20,2006 

El. (270) 667-2251 

1 

Fax (270) 667-2287 



NE50 WATER DISTRICT 
STATEMENT OF NET ASSETS 

DECEMBER 31,2005 

Assets 

Current Assets 
Cash and cash equivalents 
Accounts receivable 
Inventories 
prepaid insurance 

Total current assets 

Noncurrent Assets 
Restricted cash 
Capital assets, net of depreciation 
Unamortized bond issue costs 

Total noncurrent assets 

Total assets 

Liabilities 

Current Liabilities 
Accounts payable 
Accrued expenses 
Compensated absences 
Current portion of bonds payable 

Total current liabilities 

Noncurrent Liabilities 
Noncurrent portion of bonds payable 

Total noncurrent liabities 

Total liabilities 

Net Assets 
Contributed capital 
Retained earnings (deficit) 

Reserve for unrestricted assets 
Unrestricted 

Total net assets 

Business- 
Governmental Type 

Activities Activities Total 

- $ 437,289 $ 437,289 
50,254 50,254 
23,206 23,206 
4,293 4,293 -- 

515,042 - 515,042 

187,614 187,614 
1,395,445 1,395,445 
11,070 11,070 

1,594,129 1,594,129 -- 
2,109,171 2.T09,171 

23,099 23,099 
3,728 3,728 
990 990 

36,000 36,000 

63,817 - 63,817 - 

733,000 - 733,000 

733,000 733,000 

- - 796,817 796,817 

1,457,159 1,457,159 

456,457 456,457 
(301,262) (301,262) 

$ - $ 1,612,354 $ 1,612,354 

The accompanying notes are an integral part of these financial statements. 
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NEB0 WATER DISTRICT 
STATEMENT OF NET ASSETS 

PROPRIETARY FUND 
DECEMBER 31.2005 

Business-type 
Activities 

Enterprise Fund 

Assets 

Current Assets 
Cash and cash equivalents 
Accounts receivable 
Inventories 
Prepaid insurance 

Total current assets 

Noncurrent Assets 

Restricted cash 

Capital assets 
Less accumulated depreciation 

Unamortized bond issue costs 

Total noncurrent assets 

Total assets 

Liabilities 

Current Liabilities 
Accounts payable 
Accrued expenses 
Compensated absences 

Current portion of bonds payable 

Total current liabilities 

Noncurrent Liabilities 

Noncurrent portion of bonds payable 

Total noncurrent liabities 

Total liabilities 

Net Assets 

Contributed capital 
Retained earnings (deficit) 

Reserved for restricted assets 

$ 437,289 
50,254 
23,206 
4,293 

515,042 

187,614 

3,125,913 
(1,730,468) 

11,070 

1,594.129 

2.1 09,171 

23,099 
3,728 

990 
36,000 

63.817 

733,000 - 

733,000 

796,817 

1,457,159 

156,457 

Unreserved 

Total net assets 

(301,262) 

$ 1,312,354 

The accompanying notes are an integral part of these financial statements. 
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NEB0 WATER DISTRICT 
STATEMENT OF REVENUES, EXPENSES 

AND CHANGES IN NET ASSETS 
PROPRIETARY FUND 
DECEMBER 31,2005 

Business-type 
Activities 

Enterprise Fund 

Operating Revenues: 

Charges for services 
Other income 

Total operating revenues 

Operating Expenses: 

Purchased water 

Purchased power 

Salaries and wages 

Contract services 

Depreciation 

Material and supplies 

Insurance 

Payroll taxes 

Miscellaneous expense 
Utilities 

Equipment rent 

Office expense 
Bad debt expense 
Vehicle expense 
Advertising 

Total operating expenses 

Operating income (loss) 

Nonoperating revenues (expenses): 

Interest income 
Interest expense 
Amortization of bond issue costs 

Tap on fees 

Total nonoperating revenues (expenses) 

Change in net assets 

Total net assets, beginning 

Tota net assets, ending 

$ 646,660 
14,408 

661,068 

334,91 I 
10,327 
56,654 
95,912 
96,672 
46,536 
23,964 
10,230 
8,233 
6,912 
6.814 
7.291 
958 

9,591 
2,368 

717,373 

(56.305) 

13,347 
(40,575) 

(540) 
23,800 

(3,968) 

(60,273) 

1,372,627 

$ 1,312,354 

The accompanying notes are a n  integral part of these financial statements. 
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NEB0 WATER DISTRICT 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUND 
FOR THE YEAR ENDED DECEMBER 31,2005 

Business-type 
Activities 

Enterprise Fund 

Cash Flows from Operating Activities 

Receipts from customers 
Payments to suppliers 
Payments to employees 
Other receipts (payments) 

Net cash provided by operating activities 

Cash Flows from Capital and Related Financing Activities 

Principal paid on bonds payable 
Interest paid on bonds payable 
Capital contributions from customers 

Net cash (used) in capital and related financing 

activities 

Cash Flows from Investing Activities 

Interest income 

Net increase in cash and cash equivalents 

Balances, beginning of year 

Balances, ending of year 

$ 646,660 
(564,047) 
(56,654) 
12,671 

38,630 

(35,000) 
(40,575) 
23,800 -- 

(51,775) 

13,347 

202 

624,702 - 
; 624,904 

The accompanying notes are an integral part of these financial statements. 
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NEB0 WATER DISTRICT 
STATEMENT OF CASH FLOWS, Continued 

PROPRIETARY FUND 
FOR THE YEAR ENDED DECEMBER 31,2005 

Business-type 
Activities 

Enterprise Fund 
Reconciliation of operating income loss to net 

cash (used in) operating activities 

Operating (loss) 

Adjustments to reconcile operating (loss) to net 
cash provided by operating activities: 

Depreciation and amortization 

Changes in assets and liabilities: 

(Increase) decrease in accounts receivable 
(increase) decrease in inventory 
(Increase) decrease in prepaid insurance 
Increase (decrease) in accounts payable 
Increase (decrease) in accrued expense 
Increase (decrease) in compensated absences 

Net cash provided by operating activities 

$ (56,305) 

96,672 

; 38,630 

The accompanying notes are an integral part of these financial statements. 
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NEB0 WATER DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

For the Year Ended December 31,2005 

Note 1. Summaw of Silqnificant Accounting Policies 

A. Financial Reporting Entity. 

The Neb0 Water District (the ”District”) was created on September 2, 1965, under 
the provisions of chapter 74 of the Kentucky Revised Statutes of the 
Commonwealth of Kentucky. The principal office of the District is located in 
Nebo, Kentucky. The District is comprised of three commissioners who are 
appointed by the Hopkins County Judge Executive and provides water to 
customers in Hopkins County, Kentucky. 

B. Basis of Presentation. 

The government-wide financial statements (the statement of net assets and the 
statement of activities) report information on all activities of the District. The 
government-wide financial statements are divided into two types: governmental 
activities and business-type activities. The District only has business-type 
activities due to its reliance to a significant extent on fees and charges for 
support. 

The statement of activities demonstrates the degree to which the direct expense 
of a given program are offset by program revenues. Direct expenses are those 
that are clearly identifiable with a specific program. Program revenues include I) 
charges to customers as applicants who purchase, use, or directly benefit from 
goods, services or privileges provided by a given program and 2) operating or 
capital grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular program. 

Fund Financial Statements: 

The District segregates transactions related to certain functions or activities in 
separate funds in order to aid financial management and to demonstrate legal 
compliances. 

Governmental funds are those funds through which most governmental functions 
typically are financial. The District does not maintain governmental funds. 

Proprietary funds distinguish operating revenues and expenses from non- 
operating items. operating revenues and expenses generally result from 
providing services and producing and delivering goods in connection with a 
proprietary funds’ principal ongoing operations. Operating expenses for the 
proprietary funds include the costs of operational and contracted services, 
revenues and expenses no meeting this definition are reported as non-operating 
revenues and expenses. 

C. Measurement FocuslBasis of Accounting 

Measurement focus refers to what is being measured; basis of accounting refers 
to when revenues and expenditures are recognized in the accounts and reported 
in the financial statements. Basis of accounting relates to the timing of the 
measurement made regardless of the measurement focus applied. 
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The government-wide statements and the fund financial statements for the 
proprietary funds are reported using the economic resources measurement focus 
and the accrued basis of accounting. The economic resources measurement 
focus means all assets and liabilities (whether current or non-current)are 
included on the statement of net assets and the operating statements present 
increases (revenues) and decreases (expenses) in total net assets. Under the 
accrual basis of accounting, revenues are recognized when earned including 
unbilled water service which is accrued. Expenses are recognized at the time 
the liability is incurred. 

D. Cash and Investments 

For the purpose of the proprietary fund of the Neb0 Water District, cash on hand, 
cash in bank and certificates of deposits are considered to be cash and cash 
equivalents. 

Unrestricted cash is available to be expended for normal operating costs. 
Restricted cash is limited to payments of bond principal and interest, emergency 
capital improvements, and construction projects. 

State statute requires that all deposits and investments in financial institutions be 
fully collateralized by U. S. Government obligations or its agencies and 
instrumentalities or direct obligations of Kentucky or its agencies and 
instrumentalities that have a market value of not less than the principal amount of 
the deposits. The District's deposits, including certificates of deposit, were fully 
collateralized as required by state statutes at December 31, 2005. 

At year end, bank balances at First United Bank totaled $64,035. These 
balances were covered by FDIC Insurance in the amount of $100,000. Also at 
year end bank balances at Sacramento Deposit Bank totaled $543,204. Of the 
balance $100,000 was covered by FDIC insurance and $525,682 of additional 
securities (valued at market) was pledged as collateral for deposits exceeding 
FDIC limits. 

E. Inventory 

Inventory is stated at the lower of cost or market. Cost is determined primarily by 
the first in first-out method. 

F. CaDital Assets 

Capital assets, which include property, plant and equipment are reported in the 
business-type activities column in the government-wide financial statements and 
in the fund financial statements for proprietary funds. All capital assets are 
valued at historical cost or estimated historical cost if actual historical is not 
available. Donated assets are valued at their fair market value on the date 
donated. Repairs and maintenance is recorded as expenses. Renewals and 
betterments are capitalized. Depreciation is provided in the proprietary fund in 
an amount sufficient to relate the cost of the depreciable assets, to operations 
over their estimated lives on the straight-line basis. The service lives range from 
3 to 50 years. 
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Note 2. Capital Assets 

Capital asset activity for the year ended December 31, 2005, was as follows: 

Balances 
January 1 Additions Retirements 

Business-type Activities: 

Land and land rights 
Structures and improvements 
Distribution reservoirs 
Transmission mains 
Water meters 
Hydrants 
Office equipment 
Tools and shop equipment 
Pumping equipment 

Communication equipment 

$ 38,258 $ $ 
58,811 

532,223 
1,884,798 

406,012 
27,367 
30,598 
67,671 
73,138 

7,037 - 

Total capital assets 3,125,913 

Less accumulated depreciation [I ,633,797) - 

Business-type Activities: 

Capital Assets, Net m $ $ 

Balances 
- December 31 

$ 38,258 
58,811 

532,223 
1,884,798 

406,012 
27,367 
30,598 
67,671 
73,138 

7.037 

3,125,913 

(1,730,4681 

Note 3. Noncurrent Liabilities 

At December 31 , 2005, noncurrent liabilities consisted of the following: 

Business-tvpe 
Bonds payable (series of 1979) payable to the United States of 
America, Rural Development, formerly Farmers Home 
Administration, in the amount of $845,000 maturing in annual 
installments through 2009. Interest is payable semi-annually 
On January 1 and July 1 at 5% per annum and principal is 
payable annually on January 1. 

Bonds payable (Series of 2001) payable to the Kentucky Rural 
Water Corporation in the amount of $343,000 maturing in 
annual installments through 2005. Interest is payable semi- 
annually on January I and July I at an average of 4.87% per annum 
and principal is payable annually on January 1. 

Total 

Less amount due in one year 

Amount due in more than one year 

10 

$ 457,000 

312,000 

769,000 

__. ( 36,000) 

$ 733,000 



The following is a summary of the revenue bond transaction of the District for the year ended 
December 31,2005: 

Balances 
12/31 104 Additions 

1979 Series $483,000 $ 0  
2001 Series 321,000 0 

Total $804.000 u 
The following is a bond retirement schedule for each issue: 

Series of 1979 

Year Ending 
December 31 

2005 
2006 
2007 
2008 
2009 
201 0 
201 I 
2012 
201 3 
201 4 
201 5 
2016 
201 7 
201 8 

Series of 2001 

Year ending 
December 31 -- 

2005 
2006 
2007 
2008 
2009 

Bonds - Due 

$ 0 
27,000 
28,000 
30,000 
32,000 
34,000 
35,000 
36,000 
37,000 
38,000 
40,000 
40,000 
40,000 
40,000 

$ 457.000 

Interest 
Due 

$ 0 
21,500 
20,100 
18,600 
17,000 
15,300 
13,550 
11,750 
9,900 
8,000 
6,000 
4,000 
2,000 

0 

$ 147.700 

Balances 
Reductions 12/31 105 

$26,000 
9,000 

$35.000 

Total 

$ 0 
48,500 
48,100 
48,600 
49,000 
49,300 
48,550 
47,750 
46,900 
46,000 
46,000 
44,000 
42,000 
40,000 - 

$457,000 
31 2,000 

$769,000 

Bonds 
Outstanding 
- End of Year 

$ 457,000 
430,000 
402,000 
372,000 
340,000 
306,000 
271,000 
235,000 
198,000 
160,000 
120,000 
80,000 
40,000 

0 

Bonds 
Bonds Interest Outstanding 
- Due __.- Due Total End of Year 

$ 0 $ 0 $ 0 $ 312,000 
9,000 16,301 25,301 303,000 

10,000 15,882 25,882 293,000 
11,000 15,394 26,394 282,000 
11,000 14,882 25,882 271,000 
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2010 
201 1 
201 2 
201 3 
201 4 
201 5 
2016 
201 7 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 

1 1,000 
12,000 
12,000 
13,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 

- 25,000 - 
Note 4. Purc..ase Contracts 

14,343 
13,751 
13,133 
12,489 
1 1,795 
11,050 
10,248 
9,392 
8,480 
7,514 
6,491 
5,452 
4,396 
3,289 
2,130 

894 - -- 

25,343 
25,751 
25,133 
25,489 
24,795 
25,050 
25,248 
25,392 
25,480 
25,514 
25,491 
25,452 
25,396 
25,289 
25,130 
25,894 

$ 509.306 

260,000 
248,000 
236,000 
223,000 
210,000 
196,000 
181,000 
165,000 
148,000 
130,000 
11 1,000 
91,000 
70,000 
48,000 
25,000 

0 

The District entered into a purchase agreement with the City of Madisonville, Kentucky. The 
District is billed monthly for the water usage. 

Note 5. Litigation 

The District attorney is unaware of any pending litigation against the District. 

Note 6. Risk Management 

The District is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The 
District purchased commercial insurance for all risks of loss. Settled claim have not exceed 
this commercial coverage in any of the past three fiscal years. 
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SUPPLEMENTARY INFORMATION 



Michael E .  Overby, CPA, PLLC 
Cei-t$ed Public Accouiitaiit 

401 South Broadway 
Psosideme, K K  424.50 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Commissioners 
Neb0 Water District 
Nebo, Kentucky 

I have audited the financial statements of the Neb0 Water District, as of and for the year ended December 31, 
2005, and have issued my report thereon dated January 20,2006. I conducted my audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Comoliance 

As part of obtaining reasonable assurance about whether Neb0 Water District's general purpose financial 
statements are free of material misstatement, I performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of my audit and, accordingly, I do not express such an opinion. The results of 
my tests disclosed no instances of noncompliance that are required to be reported under Government 
Auditing Standards. 

Internal Control Over Financial Reportinq 

In planning and performing my audit, I considered Neb0 Water District's internal control over financial reporting 
in order to determine my auditing procedures for the purpose of expressing my opinion on the general purpose 
financial statements and not to provide assurance on the internal control over financial reporting. My 
consideration of the internal control over financial reporting would not necessarily disclose all matters in the 
internal control over financial reporting that might be material weaknesses. A material weakness is a condition 
in which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that misstatements in amounts that would be material in relation to the general 
purpose financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. I noted no matters involving the 
internal control over financial reporting and its operation that I consider to be material weaknesses. However, I 
noted other matters involving the internal control over financial reporting that I have reported to management 
of Neb0 Water District, in a separate letter dated January 20, 2006. 
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This report is intended for the information of the Commissioners and federal awarding agencies and pass- 
through entities. However, this report is a matter of public record and its distribution is not limited. 

. 
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