
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PROPOSED ADJUSTMENT OF THE 
WHOLESALE WATER SERVICE RATES OF 
CITY OF DANVILLE 

NOTICE OF FILING 

CASE NO. 2014-00392 

Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- The digital video recording of the evidentiary hearing 
conducted on June 3, 2015 in this proceeding; 

Certification of the accuracy and correctness of the digital 
video recording; 

- All exhibits introduced at the evidentiary hearing 
conducted on June 3, 2015 in this proceeding; 

- A written log listing, inter alia, the date and time of where 
each witness' testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on June 3, 
2015. 

A copy of this Notice, the certification of the digital video record, hearing log, and 

exhibits have been electronically served upon all persons listed at the end of this Notice. 

Parties desiring an electronic copy of the digital video recording of the hearing in 

Windows Media format may download a copy at: http://psc.ky.gov/av broadcast/2014-

00392/2014-00392 03Jun15 lnter.asx. Parties wishing an annotated digital video 



record ing may submit a written request by electronic mail to pscfilings@ky.gov. A 

minimal fee will be assessed for a copy of this recording. 

Done at Frankfort, Kentucky, this 81
h day of June 2015. 

Linda Faulkner 
Director, Filings Division 
Public Service Commission of Kentucky 



City of Danville Water Dept. 
P. 0. Box 670 
Danville, KY 40423 

M. Todd Osterloh 
Sturgill , Turner, Barker & Moloney, PLLC 
333 West Vine Street 
Suite 1400 
Lexington, KENTUCKY 40507 

Debbie Webb 
Co-Manager 
Parksville Water District 
10711 Lebanon Road 
P. 0 . Box 9 
Parksville, KY 40464 

JeffreyW. Jones 
Jeffrey W. Jones PLLC, Attorney at Law 
1000 E. Lexington Ave. #3 
Danville , KENTUCKY 40422 

Mike Perros 
Mayor 
City of Danville Water Dept. 
P. 0. Box 670 
Danville, KY 40423 

Service List for Case 2014-00392 

Caywood Metcalf 
Metcalf & Metcalf 
214 Stanford Street 
Lancaster, KENTUCKY 40444 

Sean Smith 
Manager 
Garrard County Water Association, Inc. 
P. 0 . Box 670 
Lancaster, KY 40444 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PROPOSED ADJUSTMENT OF THE 
WHOLESALE WATER SERVICE 
RATES OF CITY OF DANVILLE 

) 
) CASE NO. 2014-00392 
) 

CERTIFICATE 

I, Sonya Harward, hereby certify that: 

1 . The attached DVD contains a digital recording of the Hearing conducted in the 

above-styled proceeding on June 3, 2015. Hearing Log, Exhibits, Exhibit List, and Witness 

List are included with the recording on June 3, 2015. 

2. I am responsible for the preparation of the digital recording. 

3. The digital recording accurately and correctly depicts the Hearing of June 3, 

2015. 

4. The "Exhibit List" attached to this Certificate correctly lists the Exhibit introduced 

at the Hearing of June 3, 2015. 

5. The "Hearing Log" attached to this Certificate accurately and correctly states 

the events that occurred at the Hearing of June 3, 2015 and the time at which each occurred. 

Given this 51
h day of June, 2015. 

e 
My commission expires: August-27, ·2017 

�~� , ,,, .. �~� .. ,., 



JAV'JJ Session Report - Detail 2014-00392_03June2015 

City of Danville 

Date: Type: Location: Department: 
6/3/2015 General Rates Public Service Hearing Room 1 (HR 1) 

Commission 

Judge: David Armstrong; Jim Gardner; Dan Logsdon 
Witness: Connie Allen - Danville; Earl Coffey- Danville; Jerry Feather- Parksville; Michele Gosser- Danville 
Clerk: Sonya Harward 

Event Time 

9:45:42 AM 
9:45:44 AM 
9:59:55 AM 
9:59:58 AM 

10:00:55 AM 
10:01:00 AM 
10:01:07 AM 
10:01:12 AM 
10:01:24 AM 
10:01:44 AM 
10:01:58 AM 
10:02:55 AM 

10:03:44 AM 

10:08:05 AM 

10:09:59 AM 

10:11:35 AM 

10:13:38 AM 

10:14:15 AM 

10:14:52 AM 

10:15:44 AM 

10:16:18 AM 

Log Event 

Session Started 
Session Paused 
Session Resumed 
Commissioner Dan Logsdon Introductions 

Note: Harward, Sonya Introduces Chairman David Armstrong and Vice Chairman Jim 
Gardner. He also introduces the case and notes that issues in CNs 
2014-00314 and 2014-00361 are also being heard today. 

Atty. Todd Osterloh -for City of Danville 
Atty. Cawood Metcalf - for Garrard County Water Association 
Atty. Jeff Jones - for Parksville Water District 
Attys. David Spenard and Ann Ramser - for PSC 
Public Notice Filed 
No Outstanding Motions 
No Public Comment 
Witness Earl Coffey takes the stand and is sworn in. 

Note: Harward, Sonya City of Danville Engineer 
Atty. Osterloh Direct Exam of Witness Coffey 

Note: Harward, Sonya Asks witness to explain why Danville is seeking a rate increase in 
this case. 

Atty. Osterloh to Witness Coffey 
Note: Harward, Sonya 

Atty. Osterloh to Witness Coffey 
Note: Harward, Sonya 

Atty. Osterloh to Witness Coffey 
Note: Harward, Sonya 

Atty. Osterloh to Witness Coffey 
Note: Harward, Sonya 

Atty. Osterloh to Witness Coffey 
Note: Harward, Sonya 

Asks witness how Danville went about determining appropriate 
rates. 

Asks witness how Danville kept their wholesale customers notified 
about rate increases. 

Asks witness about follow-up meetings with Danville to discuss the 
cost of service study. 

Asks if there were any changes in rates made after meeting with 
wholesale customers about the cost of service study. 

Asks witness what the proposed wholesale rates are and about the 
rate-case expense surcharge and about the request to continue 
recovering the KY River Authority fee. 

Atty. Metcalf Cross Exam of Witness Coffey 
Note: Harward, Sonya Asks witness about meeting with Garrad Co. 

Atty. Metcalf to Witness Coffey 
Note: Harward, Sonya Asks witness about Garrard Co. being cooperative with Danville 

during the process. 
Atty. Jones Cross Exam of Witness Coffey 

Note: Harward, Sonya Asks witness if Danville sales water to North Mercer Water District. 
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10:17:28 AM 

10:19:30 AM 

10:21:04 AM 

10:21:44 AM 

10:23:03 AM 

10:23:49 AM 

10:26:28 AM 

10:26:56 AM 

10:29:14 AM 

10:30:05 AM 

10:34:18 AM 

10:35:19 AM 

10:35:42 AM 

10:36:44 AM 

10:38:23 AM 

10:38:45 AM 

Atty. Ramser Cross Exam of Witness Coffey 
Note: Harward, Sonya Asks witness about connection with Mercer Co. WD, and when 

Danville is planning on beginning service to them. 
Atty. Ramser to Witness Coffey 

Note: Harward, Sonya 
Atty. Ramser to Witness Coffey 

Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

PSC - Exhibit 1 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

PSC- Exhibit 2 
Note: Harward, Sonya 

Atty. Ramser 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Osterloh- Objection 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Asks witness if Danville provides water to Washington Co. 

Asks witness if Danville notified Lake Village about the rate-case 
expense surcharge. 

Asks witness about Danville's initial filling for a rate increase 
regarding the date and providing notice. 

Asks witness when Danville requested rate-case expense, and Lake 
Village being responsible for any portion of this expense. 

Asks if Lake Village will benefit if the Commission grants a lower rate 
because Garrard Co. and Parksville intervened. 

Letter from Earl Coffey, City of Danville, KY, to Paul Reynolds, 
Garrard County Water Association, RE: 2014 Wholesale Water Rate 
Adjustment, dated August 20, 2014. 

Asks witness to describe the letter handed out as PSC - Exhibit 1 to 
this Hearing. 

Asks witness what the proposed effective date was for the rates 
when initially submitted. 

Asks witness for the details regarding helping Danville's wholesale 
customers understand the rate increase. 

Asking witness about the City of Hustonville having any concerns 
about the rate increase. 

City of Danville's Response to Information Request from Informal 
Conference of April 7, 2015, Item 1, only first 2 pages of this 
response; and an email from Chris Stewart to Earl Coffey, Tuesday, 
August 07, 2012, 4:40pm, Subject-Water District Upgrade, and then 
this email was forwarded from Earl Coffey to Connie Allen on 
September 8, 2014 at 9:09. 

Explains that PSC - Exhibit 2, pp. 1-2, comes from an April 20 filing 
by Danville, response to Item 1, not the complete response; and pp. 
3-4 comes from a February 5, 2015 fil ing by Danville, response to 
Item 15. 

Referencing the 2nd page of PSC- Exhibit 2 to this Hearing, and 
asking the witness to read from the body of the letter and footnote 
3. 

Atty. Ramser is asking something different than what is stated in 
footnote 3. 

Continues to clarify the question. 
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10:46:07 AM 

10:47:43 AM 

10:50:02 AM 

10:51:45 AM 

10:52:47 AM 

10:55:02 AM 

10:55:35 AM 

10:57:45 AM 

10:58:26 AM 

10:59:25 AM 

11:00:50 AM 
11:01 :03 AM 

11:01:43 AM 

11:01:58 AM 

11:02:41 AM 

11:02:58 AM 

11:03 :59 AM 

11:04:33 AM 

11:05:31 AM 

11:07:00 AM 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 
Note: Harward, Sonya 

Atty. Ramser to Witness Coffey 

Asks witness if Danville requested Parksville to provide notice of 
completion of the upgrade to the Parksville pump station. 

Asks witness if Parksville can now pump 450 gallons per minute. 

Asks witness if any water tanks are allocated to Garrard Co. in the 
cost of service study. 

Note: Harward, Sonya Asks why the Tower Hill water tank was constructed and if it is 
necessary to provide water to Parksville. 

Vice Chairman Gardner Cross Exam of Witness Coffey 
Note: Harward, Sonya Asks witness about the KIA and RD loans. 

Vice Chairman Gardner to Witness Coffey 
Note: Harward, Sonya Asks witness if the cost of service study included mention of 

demands from North Mercer or Washington counties, and the city of 
Hustonville. 

Vice Chairman Gardner to Witness Coffey 
Note: Harward, Sonya Asks witness about the rate increase to reta il customers. 

Atty. Osterloh Re-Direct Exam of Witness Coffey 
Note: Harward, Sonya Asks witness if the increase to retail customers is smaller since they 

have had integral yearly increases. 
Atty. Osterloh to Witness Coffey 

Note: Harward, Sonya 

Atty. Osterloh to Witness Coffey 

Asks witness to confirm that Danville did not raise wholesale rates 
on Sept. 1, 2014. 

Note: Harward, Sonya Asks witness to read from two documents regarding answers from 
wholesale customers. 

Witness Coffey excused from the stand. 
Witness Michele Gosser takes the stand and is sworn in. 

Note: Harward, Sonya CFO for Danville 
Atty. Osterloh Direct Exam of Witness Gosser 

Note: Harward, Sonya Witness confirms that she provided information in th is case. 
Atty. Ramser Cross Exam of Witness Gosser 

Note: Harward, Sonya Asks witness about the KIA loan. 
POST HEARING DATA REQUEST by Atty. Ramser 

Note: Harward, Sonya Provide KIA loan details regarding funds already recieved and the 
amount left to be received. 

Atty. Ramser to Witness Gosser 
Note: Harward, Sonya Asks witness about details regarding the loan with Rural 

Development. 
POST HEARING DATA REQUEST by Atty. Ramser 

Note: Harward, Sonya Provide copies of invoices for the cost of service study and the total 
amount paid, and the amount it increased when there were changes 
made to the study. 

Atty. Ramser to Witness Gosser 
Note: Harward, Sonya Asks witness if the study's price increased when there were changes 

made to it. 
Vice Chairman Gardner Cross Exam of Witness Gosser 

Note: Harward, Sonya Asks witness for detai ls about loans with KIA and RD. 
POST HEARING DATA REQUEST by Vice Chairman Gardner 

Note: Harward, Sonya Provide a breakdown for each loan that shows the balance and 
prinicpals of each. 
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11:07:25 AM 

11:08:21 AM 

11:10:06 AM 

11:10:22 AM 
11:10:30 AM 

11:11:12 AM 

11:12:55 AM 

11:14:20 AM 

11:15:32 AM 

11:16:29 AM 

11:18:15 AM 

11:22:34 AM 

11:27:39 AM 

11:30:10 AM 

11:30:46 AM 

11:31:06 AM 

11:34:33 AM 

11:36:14 AM 

11:36:50 AM 
11:37:01 AM 

Vice Chairman Gardner to Witness Gosser 
Note: Harward, Sonya Asks witness why the loan from RD is called an interim loan, and 

where the money comes from until RD provides the loan. 
POST HEARING DATA REQUEST by Vice Chairman Gardner 

Note: Harward, Sonya Provide the name of the bank that has provided the funding until RD 
provides the loan. 

POST HEARING DATA REQUEST by Atty. Ramser 
Note: Harward, Sonya Provide the updated litigation expenses. 

Witness Gosser is excused from the stand. 
Witness Connie Allen takes the stand and is sworn in . 

Note: Harward, Sonya Owner of Salt River Engineering, PLLC 
Atty. Osterloh Direct Exam of Witness Allen 

Note: Harward, Sonya Witness cites several changes to her testimony. 
Atty. Osterloh to Witness Allen 

Note: Harward, Sonya 
Atty. Osterloh to Witness Allen 

Note: Harward, Sonya 

Danville - Exhibit 1 
Note: Harward, Sonya 

Atty. Osterloh to Witness Allen 
Note: Harward, Sonya 

Atty. Osterloh to Witness Allen 
Note: Harward, Sonya 

Atty. Osterloh to Witness Allen 

Asks witness what her involvment is in this case. 

Asks witness what rates were suggested per the cost of service 
study. 

4 Spreadsheets: 1-0riginal Cost of Service Study; 2-January 5, 2015 
copy that reflects adjustments to rev. req. for known and 
measureable expenses; 3-February 5, 2015 copy that substitutes 
depreciation expense for rate-funded capital; and 4-April 20, 2015 
copy that changed the peaking factor for Parksville from 2.0 to 1.5. 

Asks witness to discuss the cost of service study. 

Asks witness to discuss Danville - Exhibit 1 to this Hearing, which 
has changes made to the original cost of service study. 

Note: Harward, Sonya Asks witness to discuss other components that could have been 
included in the revenue requirement but were not. 

Atty. Jones Cross Exam of Witness Allen · 
Note: Harward, Sonya Asks if witness was given and read the contract between Danville 

and Parksville. 
Atty. Jones to Witness Allen 

Note: Harward, Sonya 

Atty. Jones to Witness Allen 

Asks witness if the numbers for the test year were used in the cost 
of service study. 

Note: Harward, Sonya Asks witness about revisions to the original cost of service study 
being made only because they were requested by the Commission. 

Atty. Ramser Cross Exam of Witness Allen 
Note: Harward, Sonya Asks witness about Danville requesting a surcharge for recovery of 

rate-case expenses. 
Vice Chairman Gardner Cross Exam of Witness Allen 

Note: Harward, Sonya Asks witness about experience in front of the Commission, 
engineering experience, and how many cost of service studies she's 
done. 

Vice Chairman Gardner to Witness Allen 
Note: Harward, Sonya Asking witness about the North Mercer and Washington county 

issues, and them not being an issue at the time the cost of service 
study was done. 

Witness Allen is excused from the stand. 
Witness Jerry Feather takes the stand and is sworn in. 

Note: Harward, Sonya Co-Manager of Parksville Water District 
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11:37:47 AM 

11:39:27 AM 

11:40:27 AM 

11:41:57 AM 

11:43:20 AM 

11:45:15 AM 

11:46:25 AM 

11:46:53 AM 

11:48:00 AM 

11:50:23 AM 

11:50:54 AM 

11:51:21 AM 

11:52:07 AM 

11:54:32 AM 

11:55:36 AM 

12:02:07 PM 

12:02:29 PM 

Atty. Jones Direct Exam of Witness Feather 
Note: Harward, Sonya Asks witness about Lebanon Road pump station and its having ever 

pumped 450 gallons of water per minute and if it has capacity for 
that. 

Atty. Jones to Witness Feather 
Note: Harward, Sonya 

Atty. Jones to Witness Feather 
Note: Harward, Sonya 

Atty. Jones to Witness Feather 
Note: Harward, Sonya 

Atty. Jones to Witness Feather 

Asks witness about his comment regarding water having nowhere to 
go if the station pumped 450 gallons per minute. 

Asks witness about the Tower Hill water tank serving Parksville, and 
the effect its construction had on service to Parksville. 

Asks witness about the notice of rate increase effective Sept. 1, and 
the actions he took in regards to that notice. 

Note: Harward, Sonya Asks witness about meeting with Danville before fi ling Parksville's 
compla int. 

Atty. Osterloh Cross Exam of Witness Feather 
Note: Harward, Sonya Asks witness about his knowledge of the orig inal rate increase being 

lowered. 
Atty. Osterloh to Witness Feather 

Note: Harward, Sonya Asking witness about Lebanon Road pump station. 
Atty. Spenard Cross Exam of Witness Feather 

Note: Harward, Sonya Referencing PSC- Exhibit 1 to this Hearing. 
Atty. Spenard to Witness Feather 

Note: Harward, Sonya Asking witness about the meeting with Parksville. 
Atty. Spenard to Witness Feather 

Note: Harward, Sonya Asking witness about conversations between Parksville and Danville. 
PSC - Exhibit 3 

Note: Harward, Sonya 

Atty. Osterloh - Interjection 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 
Note: Harward, Sonya 

PSC - Exhibit 4 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 

Parksville Water District's Response to City of Danville's Response to 
Commission Staffs Request for Information Following Informal 
Conference held April 7, 2015. 

Clarifies that letter was addressed to Parksville, not personally to Mr. 
Feather. 

Referencing PSC - Exhibit 3 to this Hearing, which is a response to 
requests at the April 7, 2015 IC, and asking witness about p. 2, 
numbered paragraph 4. 

Pages from Parksville Water District's Annual Report for 01/01/2013 
- 12/31/ 2013, pp. 1, 59, and 64. 

Note: Harward, Sonya Referencing PSC - Exhibit 4 to this Hearing, and asking witness 
about numbers not matching for the amount of water purchased in 
what was provided in response to the Commission in this case and 
that provided in its annual report. 

POST HEARING DATA REQUEST by Atty. Spenard 
Note: Harward, Sonya Provide Parksville's logs/documents for system flushing for 2013-

2014. 
POST HEARING DATA REQUEST by Atty. Spenard 

Note: Harward, Sonya Provide a discussion of the other water statistics, what they mean by 
this, and how they were determined for the years 2010-2014. 
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12:03:02 PM 

12:04:47 PM 

12:07:36 PM 

12:10:51 PM 

12:11:12 PM 

12:12:13 PM 

12:13:09 PM 

12:15:26 PM 

12:16:30 PM 

12:18:13 PM 
12:18:43 PM 
12:20:05 PM 
12:22:44 PM 
12:23:06 PM 
12:23:52 PM 
12:23:58 PM 
12:26:40 PM 

POST HEARING DATA REQUEST by Atty. Spenard 
Note: Harward, Sonya Provide a schedule that contains the amounts of non-revenue water, 

by year for each year, for 2010-2014, and show, by year, the 
percentage of water purchased that is non-revenue water each year 
and explain any variations found from year to year. 

Atty. Spenard to Witness Feather 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 

Referencing PSC - Exhibit 3 to this Hearing, the schedule for 2014. 

Continuing to ask witness about amounts listed in the schedule for 
2014. 

Note: Harward, Sonya Asking witness what the capcity is for the pumping station 
POST HEARING DATA REQUEST by Atty. Spenard 

Note: Harward, Sonya Provide a water distribution map of the Parksville Water District 
showing all lines, pumps, and tanks, and note the 
connections/interconnections with Danville. 

PSC - Exhibit 5 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 
Note: Harward, Sonya 

PSC - Exhibit 6 
Note: Harward, Sonya 

Atty. Spenard to Witness Feather 

City of Danville's Second Supplemental Response to the 
Commission's Order Issued November 14, 2014, Item 24. 

Referencing PSC - Exhibit 5 to this Hearing, p. 2, regarding 
Parksville's position on Danville's request for recovery of costs 
through a surcharge. 

City of Danville's Response to the Commission Staffs First Request 
for Information, page from Item 15. 

Note: Harward, Sonya Asks witness about a diagram in PSC - Exhibit 6 to this Hearing, and 
note written on it. 

Witness Feather is excused from the stand. 
Atty. Metcalf - Statement of Garrard County Water District's Position 
Review of Post Hearing Data Requests 
Responses to Post Hearing Data Requests due June 15, 2015 
Briefs due June 29, 2015 
Hearing Adjourned 
Session Paused 
Session Ended 
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Exhibit List Report 

Name: Description: 

2014-00392_03June2015 

City of Danville 

Danvil le- Exhibit 1 4 Spreadsheets: ! -Original Cost of Service Study; 2-January 5, 2015 copy that reflects 
adjustments to rev. req. for known and measureable expenses; 3-February 5, 2015 copy 
that substitutes depreciation expense for rate-funded capital; and 4-April 20 

PSC - Exhibit 1 Letter from Earl Coffey, City of Danville, KY, to Paul Reynolds, Garrard County Water 
Association, RE: 2014 Wholesale Water Rate Adjustment, dated August 20, 2014. 

PSC- Exhibit 2 City of Danville's Response to Information Request from Informal Conference of April 7, 
2015, Item 1, only 2 pages ; an email from Chris Stewart to Earl Coffey, August 07, 
2012, Subject-Water District Upgrade, then sent Connie Allen on Sept. 8, 2014 

PSC - Exhibit 3 Parksville Water District's Response to City of Danville's Response to Commission Staff's 
Request for Information Following Informal Conference held April 7, 2015. 

PSC- Exhibit 4 Pages from Parksville Water District's Annual Report for 01/01/2013 - 12/31/2013, pp. 
1, 59, and 64. 

PSC - Exhibit 5 City of Danville's Second Supplemental Response to the Commission's Order Issued 
November 14, 2014, Item 24. 

PSC - Exhibit 6 City of Danville's Response to the Commission Staff's First Request for Information, page 
from Item 15. 
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City of Danville 
Average Unit Costs based on TY 2013 with Pro Forma Adjustments (Kgallons) with Adjustment 

Residential/Commercial Industrial Non-Owner Wholesale 
Cost Component Total Perryville Junction City Source 

Owner Non-Owner Owner Non-Owner Parksville Hustonville GCWA LWJA 

Allocated Commodity Costs 2,402,810 1,069,246 348,739 77,770 53,479 83,768 91 ,512 168,489 181 ,307 127,190 201 ,309 ... . ....•....................... . .. 

Commodity Costs- $/1000 gal $1.58 $1 .60 $1 .60 $1 .60 $1 .60 $1 .60 $1 .60 $1 .52 $1 .52 $1 .52 $1.52 

�}�\�l�l�o�c�.�a�t�e�d �. �~ �a�p �a�,�~�i�!�y�_�g�(�)�~ �t�s� ............. ...... . . 1 �, �6�1�2 �: �~�~�7� ........... �~ �~�! �. �· �. �~ �~�- �~ �·�·�·�·�·�·�·�·�·�·�·�·�· �~ �-�~ �- �~�. �: �.�~ �. �~ �-�~� ................ �~�! �: �. �~ �~�. �?�.� ............... �~ �.�~ �: �~ �.�~�~� ................ �4�.�~ �: �.�~�~�!� ............... �~ �~�- �~ �~ �- �~ �- �~� ............... �~�1 �. �: �~�~ �~� ................ �~�~� ... �~ �. �~� ............... �~ �. �~ �: �~ �. �~ �-�-�·�·�·�·�·�·�·�·�·�·�·� .. �?�.�~ �: �. �1 �. �~ �.�2 �.�.�.� . .. 

Capacity Costs • $/1000 gal $1 .06 $0.97 $0.97 

Allocated Pub Fire Pro Costs 225,917 118,975 37,619 

Pub Fire Pro Costs • $/1000 gal $0.15 $0.18 $0.17 

Allocated Rev & DA Costs 208,936 3,030 1,363 

Rev & DA Costs • $/1000 gal $0.14 $0.00 $0.01 

Allocated Return Component 502,365 143,542 93,636 .. 

Return Comp Costs - $/1000 gal $0.33 $0.21 $0.43 

Allocated Customer Costs ... �6�. �~ �.�0�. �: �~ �~�~ �-�-�- ....... �? �6�. �! �? �?�~ �. �.� ... . ... �1 �. �~�~� ... �!�~ �~� 

Customer Costs • $/CusUMn 

Total Cost · $/1000 gal 

Basic Data: 

Annual Water Flow 1000 gal 

Number of Customers 

$4.82 

$3.25 

1,524,912 

10547 

Original Cost-of-Service Study 

$3.82 

$2.96 

668,969 

5835 

$4.69 

$3.17 

218,187 

1845 

$0.97 $0.97 $0.87 $1 .09 $0.74 $0.55 $0.55 

6,525 816 28,342 29,667 1,615 2,358 

$0.13 $0.02 $0.54 $0.52 $0.01 $002 $0.00 

435 475 112,392 89,903 322 364 253 

$0.01 $0.01 $2.14 $1.57 $0.00 $0.00 $0.00 

10,976 19,925 36,858 36,520 44,517 44,103 27,989 . .. 

$0.23 $0.60 $0.70 $0.64 $0.40 $0.37 $0.33 

1 �: �~�. �8�. �?� . ............. �2�~ �-�~� ........ �~� �.�1�5�. �: �~ �. �0�.�~ �. �. �.�.� . ... �~ �.�?�.�~ �? �~�0�.� .... .......... . ??.? ... .............. �s�.�o�~� .......... . 272 

$7.72 

$2.94 

48,657 

16 

$8.46 

$3.20 

33,459 

2 

$6.91 

$5.86 

52,409 

1390 

$6.91 

$5.42 

57,254 

1455 
' 

$22.63 

$2 .68 

110,781 

1 

$41 .92 

$2.47 

119,209 

1 

$22.63 

t .. 

$2.41 

83,627 

1 
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$0.55 

$0.00 

397 

$0.00 

44,298 

$0.33 

272 

$22.63 
I 

$2.41 

132,360 

1 

I 
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City of Danville 
Average Unit Costs based on TY 2013 with Pro Forma Adjustments (Kgallons) with Adjustment 

Residential/Commercial Industrial 
Cost Component Total 

Owner Non-Owner Owner 

Allocated Commodity Costs 2,608,746 1,160,887 378,628 84,436 .. ... ... .. ...... 

Commodity Costs - $/1000 gal $1 .71 $1 .74 $1 .74 $1 .74 

�~�!�l�o�c�a�t�e�d� Capacity Costs 1,604,111 647,629 211 ,227 133,437 .. ... .. ... 

Capacity Costs - $/1 000 gal $1.05 $0.97 $0.97 $2.74 

Allocated Pub Fire Pro Costs 215,866 113,682 35,946 6,234 .. ... 

Pub Fire Pro Costs- $/1000 gal $0.14 $0.17 $0.16 $0.13 

Allocated Rev & DA Costs 208,936 3,030 1,363 435 

Rev & DA Costs - $/1000 gal $0.14 $0.00 $0.01 $0.01 

�~�!�l�o�c�a�t�e�d� Return Component 502,365 143,542 93,636 10,976 .. ... 

Return Comp Costs - $/1000 gal $0.33 $0.21 $0.43 $0.23 

Allocated Customer Costs 570,051 250,536 96,967 1,3_9,8 ........... .. .. . ... ············· . .. 

Customer Costs - $/CusVMn $4.50 $3.58 $4.38 $7.28 

Total Cost- $/1000 gal $3.37 $3.09 $3.30 $4.84 

Basic Data: 

Annual Water Flow 1000 gal 1,524,912 668,969 218,187 48,657 

Number of Customers 10547 5835 1845 16 

January 5, 2015 
Reflecting adjustments to revenue requirements for known and measurable expenses, 
as discussed at informal conference with PSG Staff in December 2014. 

Non-Owner 

58,063 ... .. 

$1 .74 

179,563 

$5.37 

779 .... ' 

$0.02 

475 

$0.01 

19,925 ....... .. 

$0.60 

191 .. .. .. . 

$7.97 

$7.74 

33,459 

2 

Non-Owner Wholesale 
Perryville Junction City 

Parksville Hustonville GCWA 

90,948 99,355 182,929 196,846 138,091 
... . .. . ..... 

$1 .74 $1 .74 $1 .65 $1 .65 $1 .65 

45,664 119,680 81 ,641 65,889 46,222 .. . .. . 

$0.87 $2.09 $0.74 $0.55 $0.55 

27,081 28,347 1,543 2,253 -.. 

$0.52 $0.50 $0.01 $0.02 $0.00 

112,392 89,903 322 364 253 

$2.14 $1 .57 $0.00 $0.00 $0.00 

36,858 36,520 44,517 44,103 27,989 .. . ..... 

$0.70 $0.64 $0.40 $0.37 $0.33 

�1 �_ �0�7 �, �~ �. �3�~ �.� 112,355 261 485 261 .. .. ... ... . . .. 

$6.43 $6.43 $21 .77 $40.42 $21 .77 

$5.97 $6.53 $2.81 I $2.60 $2 .54 

52,409 57,254 110,781 119,209 83,627 

1390 1455 1 1 1 

Source 
LVWA 

218,562 

$1 .65 

73,158 

$0.55 

-

$0.00 

397 

$0.00 

44,298 

$0.33 

261 . . 

$21.77 

$2 .54 

132,360 

1 



City of Danville 
Average Unit Costs based on TY 2013 revised Pro Forma Adjustments (Kgallons) with Adjustment 

Depreciation substituted 

Cost Component Total 

Allocated Commodity Costs 3,040,330 

Commodity Costs - $/1000 gal $1 .99 

Allocated Capacity Costs 1,732,906 

Capacity Costs - $/1000 gal $1 .14 

Allocated Pub Fire Pro Costs 143,161 

Pub Fire Pro Costs- $/1000 gal $0.09 

Allocated Rev & DA Costs 243,552 

Rev & DA Costs- $/1000 gal $0.16 

Allocated Return Component 502,365 

Return Comp Costs- $/1000 gal $0.33 

Allocated Customer Costs �5�0�~ �.�_ �1�3�,�7� ... 

Customer Costs - $/CusVMn $4.02 

Total Cost- $/1000 gal $3.71 

Basic Data: 

Annual Water Flow 1000 gal 1,524,912 

Number of Customers 10547 

February 5, 2015 
Substituting depreciation expense for 
rate-funded capital, per the request of PSG STaff 

Residential/Commercial Industrial 

Owner Non-Owner Owner Non-Owner 

1,352,941 441,267 98,405 67,668 

$2 .02 $2.02 $2.02 $2.02 

735,683 239,946 118,871 167,250 

$1.10 $1 .10 $2.44 $5.00 

75,393 23,839 4,135 517 .. .. 

$0.11 $0.11 $0.08 $0.02 

3,030 1,363 3,450 3,491 

$0.00 $0.01 $0.07 $0.10 

143,542 93,636 10,976 19,925 

$0.21 $0.43 $0.23 $0.60 

219,084 85,737 ... .. 1!089 153 
··-· .. 

$3.13 $3.87 $5.67 $6.36 

$3.45 $3.67 $4.85 $7.74 

668,969 218,187 48,657 33,459 

5835 1845 16 2 

Non-Owner Wholesale 
Perryville Junction City 

Parksville Hustonville GCWA 

105,994 115,792 213,193 229,412 160,937 ... 

$2.02 $2.02 $1 .92 $1 .92 $1.92 

51 ,872 116,082 92,742 74,848 52 ,507 .... 

$0.99 $2.03 $0.84 $0.63 $0.63 

17,960 18,800 1,023 1,494 -. .. 

$0.34 $0.33 $0.01 $0.01 $0.00 

119,094 95,481 8,140 8,852 253 

$2.27 $1 .67 $0.07 $0.07 $0.00 

36,858 36,520 44,517 44,103 27,989 .. 

$0.70 $0.64 $0.40 $0.37 $0.33 

98,875 103,499 147 260 147 . .. ... . 

$5.93 $5.93 $12.26 $21 .63 $12.26 

$6.33 $6.68 $3.25 I $3.01 $2.89 

52 ,409 57,254 110,781 119,209 83,627 

1390 1455 1 1 1 

Source 
LVWA 

254,720 

$1 .92 

83,105 

$0.63 

-

$0.00 

397 

$0.00 

44,298 

$0.33 

147 .. 

$12.26 

$2.89 

132,360 

1 



• City of Danville 
Average Unit Costs based on TY 2013 Limited Pro Forma Adjustments (Kgallons) with Adjustment 

Depreciation substituted 

Residential/Commercial Industrial 
Cost Component Total Perryville 

Owner Non-Owner Owner Non-Owner 

Allocated Commodity Costs 3,040,330 1,352,941 441 ,267 98,405 67,668 105,994 ... . .. ······ ...... ... . ..... 

Commodity Costs - $/1000 gal $1 .99 $2.02 $2.02 $2.02 $2.02 $2.02 

Allocated Capacity Costs 1,732,906 751 ,294 245,038 118,817 167,154 52,973 ..... .... ........... .. ......... ............. ... · ···· .... .......... ... ..... .......... ............................... ·········· 

Capacity Costs - $/1000 gal $1 .14 $1 .12 

Allocated Pub Fire Pro Costs 143,161 75,393 .... .. .... ... .... ... 

Pub Fire Pro Costs - $/1000 gal $0.09 $0.11 

Allocated Rev & DA Costs 243,552 3,030 .. 

Rev & DA Costs - $/1000 gal $0.16 $0.00 

Allocated Return Component 501,415 144,456 ... . ... .. 

Return Comp Costs - $/1000 gal $0.33 $0.22 

Allocated Customer Costs ... �S�. �~ �~ �~� 1_.3.! ............ �?�~ �. �~ �! �.�0�.�~� ..... .... ... .. ... ............. ... . ..... ········ 

Customer Costs - $/CusVMn $4.02 

Total Cost - $/1000 gal $3.71 

Basic Data: 

Annual Water Flow 1000 gal 1,524,912 

Number of Customers 10547 

Apri/20, 2015 
Changing the peaking factor for Parksville WD 
from 2. 0 to 1. 5 at the request of PSC Staff 

$3.13 

$3.48 

668,969 

5835 

$1.12 $2.44 $5.00 $1.01 

23,839 4,135 517 17,960 ..... .. . .. ..... .. .. ····· .. -········ ..... .. 

$0.11 $0.08 $0.02 $0.34 

1,363 3,450 3,491 119,094 

$0.01 $0.07 $0.10 $2.27 

94,229 11 ,031 20,022 36,964 .. ... .. ... ........ .. .. ..... 

$0.43 $0.23 $0.60 $0.71 

�·�-�- �~�~ �·�. �! �~ �.�!� .. 1,089 153 .. �~�8�. �: �~�.�! �~� ... ...... .... ·· ····················· ··-··-······················ 

$3.87 $5.67 $6.36 $5.93 

$3.69 $4.85 $7.74 $6.35 

218,187 48,657 33,459 52,409 

1845 16 2 1390 

Non-Owner Wholesale 
Junction City 

Parksville Hustonville GCWA 

115,792 213,193 229,412 160,937 
. ······ .... . .... 

$2.02 $1.92 $1 .92 $1 .92 

115,966 66,739 76,436 53,621 ....... ............ . .... ............. ··········· ·· ··· ·· ····· . .. 

$2.03 $0.60 $0.64 $0.64 

18,800 1,023 1,494 -.. .. .... .... . .... .. .. ..... .. .... ..... .. 

$0.33 $0.01 $0.01 $0.00 

95,481 8,140 8,852 253 

$1 .67 $0.07 $0.07 $0.00 

36,638 41 ,122 44,304 28,130 .. ...... ... . ..... . ... 

$0.64 $0.37 $0.37 $0.34 

.. �~ �o�~ �! �~�~ �-�9� 147 260 147 ... . ..... .... .... ........... ....... ... .... .... ... .. ... .. 

$5.93 $12.26 $21 .63 $12.26 

$6.68 $2 .98 $3.02 $2 .91 

57,254 110,781 119,209 83,627 

1455 1 1 1 

1.50 
LWJA 

254,720 . . . . 

$1.92 

84,868 
. . 

$0.64 

-
·-·· 

$0.00 

397 .. 

$0.00 

44,521 . .. 

$0.34 

147 .. . .. .. 

$12.26 

$2.91 

132,360 

1 



City of 
�-�-�-�-�-�-�-�-�-�- �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- �-�-�-�-�-�-�-�-�-�-�~�-�-�~�~�-�-

P.O. Box 670 DANVILLE Danville, 1\Y 40423 
(859) 238- 1200 

KENTUCKY 

Garrard County Water Association 
Paul Reynolds 
315 Lexington Street 
Lancaster, Kentucky 40444 
(859)792-4501 

RE: 2014 Wholesale Water Rate Adjustment 

Dear Mr. Reynolds, 

August 20, 2014 

We are provid ing this letter as the official notice of the 2014 Wholesale Water Rate Adjustment as discussed 

previously. This letter is to confirm for you the basis for the rate adjustment and also the details of the change. 

Recall the City previously indicated its intention to complete a utility rate study this year. The City contracted with 

a third party, Salt River Engineering, to complete the rate study with a cost of service component and to evaluate 

and recommend adjustments for all rates charged by the City's municipal utility. The study began this past winter 

and the wholesale portion of the evaluation has been completed. The rate study was completed consistent with 

the principles established in the American Water Works Associat ion Manual M-1. The chosen study approach was 

the Hybrid Method (Cash Needs/Utility Basis) wh ich was used to determine the revenue requirements for both 

owner and non-owner utility customers. 

The City Commission accepted the recommendations from the consultant by implementing revised wholesale 

rates. The implementation of the revised rates will begin with the effective date of September 1st 2014. 

Consistent with the recommendations, the Garrard County Water Association shall pay a Flat Rate of $2.41 per 

1000 gallons consumed or $1.80 per 100 cubic feet consumed. The minimum bill will not adjust as a result of this 

change. 

As stated previously it is our goal to help you understand the details related to the rate identified. As such we will 

be more than willing to provide information to provide a better understanding. Please let us know how we may 

address your questions. We look forward to working with you as we transition into this revised rate. 

w 
'"'Coffey 25' 
City Engineer 

"This institution is an equal opportunity provider and employer." 

Fir t �C�o�u�n�h�o�u�~�c� in licnturl<) · l itl:i 
Fir.;t L.S. l't'St Oi'fkt• in �t�h�e �\�\ �~�"� . 17!1l! 

First Successful OrMI<H<lll\) mthc \\orld · I SOU 

"The City of Firsts" 
Ftrst l<1Pitlll ,,!' hen wei<: DiSl rict · 17/i.i 

�F�i�r�~�1� Politicdl Cluh in the \\'es1 · 171 
Fuot (\lns.litutll>n•ll Cllnwnti\ln in the \\'c! 
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Case No. 2014-00392 
City of Danville 

Responses to Infimnation 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 gprn, 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.1 This change is being made to the revised cost-of-service study filed in response 

to Item 13 of the Commission Staffs Fi.rst 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 ( 'LVW A") 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. 2 

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 

A WW A poLicy, that peaking factor should be designed based on the pumping capacity of the 

1 The spreadsheets include comparison sheets of the distri.bution 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 $2.4l do not mclude rate case expense or the Kentucky Rtver Authonty tee. 

PSC- Exhibit 2 





















































 *Denotes Served by Email                                         Service List for Case 2014-00392

*City of Danville Water Dept.
P. O. Box 670
Danville, KY  40423

*Jeffrey W. Jones
Jeffrey W. Jones PLLC, Attorney at Law
1000 E. Lexington Ave. #3
Danville, KENTUCKY  40422

*Caywood Metcalf
Metcalf & Metcalf
214 Stanford Street
Lancaster, KENTUCKY  40444

*M. Todd Osterloh
Sturgill, Turner, Barker & Moloney, PLLC
333 West Vine Street
Suite 1400
Lexington, KENTUCKY  40507

*Mike Perros
Mayor
City of Danville Water Dept.
P. O. Box 670
Danville, KY  40423

*Sean Smith
Manager
Garrard County Water Association, Inc.
P. O. Box 670
Lancaster, KY  40444

*Debbie Webb
Co-Manager
Parksville Water District
10711 Lebanon Road
P. O. Box 9
Parksville, KY  40464
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