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Case No. 2014-00392
City of Danville
Responses to Information Request from Informal Conference of April 7, 2015

L Explain how the cost-of-service study would be affected if Parksville Water
District (“Parksville”) had a maximum pumping capacity of 335 gallons per minute instead of
the 450-gallons-per-minute rate on which Danville’s cost-of-service study is based, and provide
a calculation of the impact of rates for such a change.

ANSWER:

Parksville’s average daily demand is 330,000 gallons, which equates to 229 gallons per
minute (“gpm”). The pump rate is 146%, or approximately 150% of the average demand.
Therefore, if Parksville’s pumping capacity were only 335 gpm, the CAP-1 allocation or peaking
factor would be 1.5 for Parksville. The attached documentation was requested by Commission
Staff at the informal conference held on April 7 and reveals what impact such a change would
have on rates.' This change is being made to the revised cost-of-service study filed in response
to Item 13 of the Commission Staff’s First Request for Information. Although a lower peaking
factor (1.5 as opposed to 2.0) for Parksville would decrease the 1,000-gallon-volumetric rate
from $3.25 for Parksville to $2.98 and increase it for Garrard County Water Association
("GCWA?”) and Lake Village Water Association (“LVWA”) from $2.89 to $2.91, these
identified rates are still significantly higher than the proposed rates of $2.68 for Parksville and
$2.41 for GCWA and LVWA

It is the position of the City of Danville that the 2.0 peaking factor for Parksville is
appropriate as originally used by Connie Allen because it is her expert opinion, supported by

AWWA policy, that peaking factor should be designed based on the pumping capacity of the

' The spreadsheets include comparison sheets of the distribution expenses and distribution rate base, in addition to
the summary page. Those comparison sheets have identifying notations as either 1.5 or 2.0 to indicate the Parksville
peaking factor on which it is based.

* The rates of $2.68 and $2.41 do not include rate case expense or the Kentucky River Authority fee.
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wholesale customer. Although Parksville Water District has indicated that it has never pumped
more than 335 gpm from that station and may not have anywhere to pump a higher rate of water
in its system, the pumping station is designed to pump 450 gpm.’> Parksville Water District has
admitted this in their response to the Commission Staff’s Request for Information. (“[T]he
stated maximum pumping capacity of this pumping station is 450 gallons per minute . . . .”)
Moreover, the upgrades to Parksville’s pumping station have only been in effect since late 2014.
Parksville’s Annual Reports for 2011, 2012, and 2013 demonstrate that their four highest months
average consumption in order are July, September, August, and June.* Thus, the limited data
that is available is incomplete and will likely increase over the coming months.

To further understand the situation, one must consider the function of the Alum Springs

Pumping Station (“ASPS”), which is owned by Parksville and from which Parksville draws

water from Danville’s system. Figure 1 is a map that illustrates water service areas inside Boyle

® Additional support for this design is found in the email from Chris Stewart, Engineer with HMB Professional
Engineers, to Earl Coffey, Danville City Engineer, (Aug. 7, 2012 4:40PM), in which Mr. Stewart stated that
Parksville was considering upgrading the pump station to have a pumping capacity of 400-500 gpm. There would
be no reason to upgrade the pump station to have a pumping capacity of 450 gpm if it did not intend on potentially
using that capacity. This email was filed into the record by the City in response to Item 15 of the Commission
AStaff' s First Request for Information.

2011 2012 2013 Total
Jan 6643 10495 9751 26889
Feb 8946 7977 8182 25105
Mar 6960 8494 8575 24029
Apr 6801 10137 10028 26966
May 9046 8291 7952 25289
Jun 8267 10128 8651 27046
Jul 7476 11426 10221 29123
Aug 10225 8816 8063 27104
Sept 8315 8981 10086 27382
Oct 7481 9667 7917 25065
Nov 9301 6775 7735 23811

Dec 7961 8898 9743 26602
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County.

WATER SERVICE STATUS BY OWNER
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Figure 1 shows that Parksville can essentially be separated into two main zones: Forkland
Zone and the Webster Road/Lebanon Road Zone.” The key distinction between the zones is that
for water to enter the Forkland Zone it must be pumped twice. First, the ASPS sends water into
the storage tanks beside the Persimmon Knob Pump Station (“PKPS™) and the Mitchellsburg
Knob Pump Station (“MKPS™). Then, water is pumped up to the top of the ridges south to feed
the Forkland Zone. The customers within the zone identified as Webster Road/Lebanon Road
are fed either by the ASPS, pressure from Danville’s tanks, or the storage tanks at PKPS and
MKPS when the pumps are off. The City does not have a hydraulic model to confirm these
details but such modeling is not necessary for Danville as the AWWA policy reacts to the peak
pumping capacity of the ASPS for rate setting.

At an informal conference held on April 7, 2015, Parksville indicated that there would be
no place to pump additional water if Parksville pumped at 450 gallons per minute (2-pumps) by
the ASPS instead of 335 gallons per minute (1-pump). In reality, however, there appears to be
places where water could go when a higher rate of pumping is needed. The “peak rate” of water
affects the amount of time it takes to fill the storage tanks next to the PKPS and MKPS (or total
run time for the ASPS). If both PKPS and MKPS are “on” and the customer demand inside the
Webster Road/Lebanon Road zone is high, it is conceivable that the 450gpm peak would be
required to maintain system pressure. If not, the Webster Road/Lebanon Road zone could “run
out of water”. Simultaneously problems would develop in the Forkland zone as the two

remaining stations would not have influent water.

* The labeling of the map for existing and proposed service area is not current. Several of the areas indicated as
“proposed” have been constructed, particularly in the Perryville service area.
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Again, this description is provided without the benefit of a hydraulic model to complete
the mass balance. However, to say the water has “nowhere to go™ is not accurate. The peak flow
rate would reduce the fill time for the storage tanks at the PKPS and the MKPS while aiding in
meeting the demand for those customers in the Webster Road/Lebanon Road zone.

This analysis, however, may be a moot point because regardless of whether the cost-of-
service study demonstrates that the appropriate rate for Parksville is $3.25 or $2.98 per 1,000
gallons depending on the appropriate peaking factor, the City of Danville has only requested a
rate of $2.68 per 1,000 gallons.

WITNESSES: Earl Coffey, Connie Allen



City of Danville

Functionalization and Allocation of Rate Base (based on Test Year 2013 with Limited Pro Forma and Depreciation)

weighted customer

customer meters and revenue
commodity capacity actual accounting services public fire related direct assign
account description total expenses  (COMM) (CAP) customer (AC) (WCA) (WCMS) (PFP) (RR) (DA) basis of classification

intangible

organization & franchises 0 0 0 0 0 0 0 0 0 as factor ST&D
total intangible plant 0 0 0 0 0 0 0 0 0 balance
source of supply

land & land rights 13,580 8,827 4,753 0 0 0 0 0 0 65 COMM/35 CAP

structures & improvements 1,663,736 1,081,428 582,308 0 0 0 0 0 0 65 COMM/35 CAP

collect/impound reservoirs 0 0 0 0 0 0 0 0 0 65 COMM/35 CAP

other source plant 0 0 0 0 0 0 0 0 0 65 COMM/35 CAP
total source of supply 1,677,316 1,090,255 587,061 0 0 0 0 0 0 balance
water treatment

land & land rights 40,000 26,000 14,000 0 0 0 0 0 0 65 COMM/35 CAP

structures & improvements 28,874,002 18,768,101 10,105,901 0 0 0 0 0 0 65 COMM/35 CAP

treatment equipment 8,377,113 5,445,123 2,931,990 0 0 0 0 0 0 65 COMM/35 CAP

other treatment 0 0 0 0 0 0 0 0 0 65 COMM/35 CAP
total water treatment 37,291,115 24,239,225 13,051,890 0 0 0 0 0 0 balance
transmission & distribution

land & land rights 40,708 0 31,784 4,092 0 469 4,363 0 0 as other trans & distr

structures - transmission 2,346,000 0 1,707,523 0 0 0 0 0 638,477 100 CAP less DA

distribution reservoirs 2,446,564 0 567,466 0 0 0 100,141 0 1,778,957 85 CAP/15 PFP less DA

distribution mains 1,851,534 0 683,578 380,865 0 0 302,714 0 484,377 dist main analysis

services 5,820 0 0 0 0 5,820 0 0 0 100 WCMS

meters 37.850 0 0 0 0 37,850 0 0 0 100 WCMS




City of Danville

Functionalization and Allocation of Rate Base (based on Test Year 2013 with Limited Pro Forma and Depreciation)

weighted customer

customer meters and revenue
commodity capacity actual accounting services public fire related direct assign
account description total expenses  (COMM) (CAP) customer (AC) (WCA) (WCMS) (PFP) (RR) (DA) basis of classification
hydrants 3,270 0 0 0 0 0 3,270 0 0 100 PFP
other distribution plant 603,778 0 471,420 60,687 0 6,958 64,712 0 0 as other trans & distr
total transmission & distribution 7,335,524 0 3,461,771 445,644 0 51,098 475,200 0 2,901,812 balance
total supply, treat & T&D plant 46,303,955 25,329,480 17,100,722 445,644 0 51,098 475,200 0 2,901,812 balance
% total supply, treat & T&D 100% 58% 39% 1% 0% 0% 1% 0% 0% factor "ST&D"
general plant
structures 4,194 2,448 1,652 43 0 5 46 0 0 as factor ST&D
office equipment 34,063 19,879 13,421 350 0 40 373 0 0 as factor ST&D
vehicles 285,046 166,353 112,310 2,927 0 336 3,121 0 0 as factor ST&D
tools & shop equipment 0 0 0 0 0 0 0 0 0 as factor ST&D
lab equipment 10,045 5,862 3,958 103 0 12 110 0 0 as factor ST&D
communication equipment 548,418 320,057 216,080 5,631 0 646 6,005 0 0 as factor ST&D
misc equipment 180,839 105,538 71,252 1,857 0 213 1,980 0 0 as factor ST&D
total general plant 1,062,605 620,136 418,673 10,911 0 1,251 11,634 0 0 balance
total plant in service 47,366,560 25,949,616 17,519,395 456,554 0 52,349 486,834 0 2,901,812 balance
% of total plant in service 100% 58% 39% 1% 0% 0% 1% 0% 0% factor "plant in service"
less accumulated depreciation
intangible plant 0 0 0 0 0 0 0 0 0  asintangible plant
source of supply plant -378,289 -245,888 -132,401 0 0 0 0 0 0 as source of supply plant
water treatment plant -8,244,773 -5,359,102 -2,885,671 0 0 0 0 0 0 as water treatmt plant
trans & distribution plant -3,003,870 0 -1,634,642 -210,432 0 -24,128 -224,389 0 -910,279  as trans & distr plant




City of Danville

Functionalization and Allocation of Rate Base (based on Test Year 2013 with Limited Pro Forma and Depreciation)

weighted customer

customer meters and revenue
commodity capacity actual accounting services public fire related direct assign
account description total expenses  (COMM) (CAP) customer (AC) (WCA) (WCMS) (PFP) (RR) (DA) basis of classification
general plant -677,475 -395,374 -266,929 -6,956 0 -798 -7,418 0 0 as general plant
total accumulated depreciation -12,304,407 -6,000,365 -4,919,643 -217,388 0 -24,926 -231,806 0 -910,279 balance
less contributions in aid
distribution mains 0 0 0 0 0 0 0 0 0 as distr mains
meters & services 0 0 0 0 0 0 0 0 as meters & services
total contributions in aid 0 0 0 0 0 0 balance
less grants in aid
treatment plant -2,175,000 -1,413,750 -761,250 0 0 0 0 0 0 as water treatmt plant
transmission -700,000 0 -700,000 0 0 0 0 0 0 as trans mains
distribution & storage 0 0 0 0 0 0 0 0 0 as distr mains
total grants in aid -2,875,000 -1,413,750 -1,461,250 0 0 0 0 0 0 balance
plus working capital
materials & supplies 43,550 25,416 17,159 447 0 51 477 0 0  asplantin service
prepayments 0 0 0 0 0 0 0 0 0  asplantin service
1/8 O&M 414,194 224,911 114,096 21,618 34,689 3,869 15,011 0 0 as O&M expense
total working capital 457,744 250,327 131,255 22,066 34,689 3,920 15,487 0 0 balance
total rate base 32,644,897 18,785,828 11,269,757 261,231 34,689 31,343 270,515 0 1,991,533 balance
% total rate base 100.0% 61.3% 36.8% 0.9% 0.1% 0.1% 0.9% 0.0% 0.0%  factor RATE BASE




City of Danville
Functionalization and Allocation of Expenses (based on Test Year 2013 with Limited Pro Forma and Depreciation)

weighted customer
customer meters and revenue
acct commodity capacity actual accounting services public fire related direct assign
no account description total expenses  (COMM) (CAP) customer (AC) (WCA) (WCMS) (PFP) (RR) (DA) basis of classification
source of supply
operating labor & expense 0 0 0 0 0 0 0 0 0 as "source of supply"
operating supply & expense 0 0 0 0 0 0 0 0 0 as "source of supply"
pump power cost 177,003 177,003 0 0 0 0 0 0 0 100% COMM
maintenance source plant 190,514 123,834 66,680 0 0 0 0 0 0 as "source of supply”
total source of supply exp 367,517 300,837 66,680 0 0 0 0 0 0 balance
treatment expense
operation labor 518,840 337,246 181,594 0 0 0 0 0 0 as "treatment plant”
chemicals 669,857 669,857 0 0 0 0 0 0 0 100% COMM
operating supply & expense 72,7713 47,302 25,471 0 0 0 0 0 0 as "treatment plant"
power cost 270,344 270,344 0 0 0 0 0 0 0 100% COMM
| maintenance trmt plant 6,277 4,080 2:197 0 0 0 0 0 0 as "treatment plant”
‘ total treatment expense 1,538,091 1,328,830 209,262 0 0 0 0 0 0 balance
transmission expense
operation labor 688,549 0 411,428 65,534 0 0 52,087 0 159,500 as "transmission lines"
pump power cost 6,212 0 4,831 769 0 0 612 0 0 as "transmission lines"
operating supply & expense 12,368 0 9,618 1,532 0 0 1,218 0 0 as "transmission lines"
maint of trans mains 10,190 0 7,925 1,262 0 0 1,003 0 0 as "transmission lines_“—
total transmission expense 717,319 0 433,802 69,098 0 0 54,919 0 159,500 balance
distribution expense N o
operation labor 0 0 0 0 0 0 0 0 0 as "total T&D"
operating supply & expense 77,015 0 60,132 7,741 0 888 8,254 0 0 as "total T&D"

Salt River Engineering
4/14/15




City of Danville

Functionalization and Allocation of Expenses (based on Test Year 2013 with Limited Pro Forma and Depreciation)

weighted customer

customer meters and revenue
acct commodity capacity actual accounting services public fire related direct assign
no account description total expenses  (COMM) (CAP) customer (AC) (WCA) (WCMS) (PFP) (RR) (DA) basis of classification

maint of reservoirs 19,406 0 16,495 0 0 0 2,911 0 0 as "reservoirs”
maint of distribution mains 76,868 0 38,434 21,414 0 0 17,020 0 0 as"distribution mains"
maint of services 0 0 0 0 0 0 0 0 0 100% WCMS
maint of meters 27,321 0 0 0 0 27,321 0 0 0 100% WCMS
maint of hydrants 26,206 0 0 0 0 0 26,206 0 0 100% PFP
other maintenance 19,528 11,397 7,694 201 0 23 214 0 0 as factor ST&D

total distribution expense 246,344 11.397 122,755 29,355 0 28,232 54,605 0 0 balance

customer accounting
meter reading 31,670 0 0 0 31,670 0 0 0 0 100% WCA
accounting & collection 246,044 0 0 24,604 221,440 0 0 0 0 90% WCA; 10% AC
uncollectable accounts 34,681 0 0 34,681 0 0 0 0 0 100% AC

total customer accounts 312,395 0 0 59,285 253,110 0 0 0 0 balance

total operation & maintenance
and customer accounts expense 3,181,666 1,641,063 832,499 157,739 253,110 28,232 109,524 0 159,500 balance
maintenance and customer 100.0% 54.3% 27.5% 5.2% 8.4% 0.9% 3.6% 0.0% 0.0% factor "O&M"

admin & general expenses
admin and general salaries 57,787 31,379 15,918 3,016 4,840 540 2,094 0 0 as factor O&M
office supplies expense 60,777 33,002 16,742 3,172 5,090 568 2,203 0 0 as factor O&M
outside services 74,373 40,385 20,487 3,882 6,229 695 2,695 0 0 as factor O&M
property insurance 83,591 51,229 30,732 712 95 85 738 0 0 as factor rate base
employee benefits 0 0 0 0 0 0 0 0 0 as factor O&M

Salt River Engineering
4/14/15




