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STAFF REPORT

ON

WOOD CREEKWATER DISTRICT

CASE NO. 2015-00428

Wood CreekWaterDistrict ('Wood Creek") is awaterdistrict organizedpursuant

to KRS Chapter74 thatoperatesa Water Division and aSewer Division that are

regulated by the Commission. The Water Division owns and operatesa water

treatment facility and distribution system that provides retail water service to

approximately5,231 customersthat resideIn Laurel County, Kentucky,^ andwholesale

water service to East Laurel Water District ("East Laurel"), West Laurel Water

Association("West Laurel), and the city of Livingston. The SewerDivision ownsand

operates a sewer collection system that It uses to collect wastewater from

approximately1,235customers.^The wastewaterIs transportedto the city of London

for processing.

In addition to Its regulatedoperations,Wood Creek engagesIn nonregulated

operationsthat Includecontractedoperationandmaintenanceservicesprovidedto East

Laurel and West Laurel (collectively, "Eastand West Laurel"). Eastand West Laurel

provide potable water service to approximately5,448 and 5,067 retail customers,

respectively. East Laurel provides routine wholesalewater service to the city of

Manchester,while WestLaurel providesroutinewholesalewaterserviceto Cumberland

^ J Reportof WoodCreekWaterDistrict (WaterDivision) to tfie PublicServiceCommissionforthe CalendarYearEndedDecember31, 2014{'WaterAnnualReporf)at12 and53.

^ o Reportof WoodCreekWaterDistrict (WaterDivision) to the PublicServiceCommissionfor theCalendarYearEndedDecember31, 2014("Sev/erAnnualReport)at25.



Falls Highway WaterDistrict. Pursuantto the servicecontracts,Wood Creekprovides

ail materialsand laboras necessary toperform normalservice and maintenance to the

customersand waterdistribution system" of East and WestLaurel. The contracts

providethatWood Creekbill EastandWestLaurel monthly for the actualcostof labor,

materials,and equipmentincurred to provide the contracted services.^ The Water

Division usesa work order systemand accountsfor the revenuesand expensesfor

these contracted operations using account 415, Revenuesfrom Merchandising,

Jobbing,and ContractWork, andaccount416, Costsand Expensesof Merchandising,

Jobbing,andContractWork, respectively.

In addition to the East and West Laurel service contracts.Wood Creek's

nonregulatedoperationsinclude the operationof a boat ramp and bait shopfrom a

small building located on the shoreof Wood Creek Lake Reservoir,Wood Creek's

Wood Creekprovidesthe contractedservicesusing the sameemployees,buildings, vehicles,
equipment,and material inventorythat it usesto perform its own operations.For billing purposes.Wood
Creekusesawork ordersystemto directly assignand bill EastandWestLaurel for their shareof the cost
of field operations,such as, meter reading, leak repairs, disconnections,etc. Direct assignmentof
customeraccount,administrativeand generalcostsusing the work ordersystemis not practical. For
example.Wood Creekemploysfive customeraccountspecialistswho bill, collect, and recordcustomer
accounttransactionson amonthly basisfor all threeentities,which Is over 15,000customers.Preparing
awork orderfor eachtransactionis not practical, instead,becausethesecostscanbedirectly tied to the
numberof customersservedby eachentity. Wood Creeksharesthesecostsequallywith EastandWest
Laurel by allocatingonethird to eachentity. This methodapproximatesthe percentagesof the numberof
customersservedby eachentityasshown below.

Numberof

Customers Percent

Utliitv Served of Total

EastLaurel 5,448 34.60%

WestLaurel 5,067 32.18%

Wood Creek 5,231 33.22%

15,746 100.00%
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sourceof raw water. Aswith the contractservices,Wood Creekaccountsfor the costof

operatingthe boat ramp and bait shopusing a work order system. Wood Creek

accountsfor all revenuesandexpensesassociatedwith theboatrampandbait shopin

theWaterDivision'sgeneralledgerusingaccount675-2,MiscellaneousExpense.

TheCommissionlastauthorizedWood Creek to adjustits water service ratesin

CaseNo. 2011-00209.'* In thatproceeding.Wood Creekfiled an applicationrequesting

rates thatwould generate $989,657in additional annual watersalesrevenue, a 25.9

percent increase.After CommissionStaff ("Staff) issueda report finding thatWood

Creek had properly supportedthe amount of the requestedrevenueincrease,the

Commissionissuedanorderauthorizingthe ratesrequestedby Wood Creek.

TheCommissionlastauthorizedWood Creek to adjustits sewer service ratesin

CaseNo. 2013-00170.^ In thatproceeding.Wood Creeksubmittedfinancial exhibits

with its applicationdemonstratingthatit could justify a revenueincreaseof 208 percent,

but it requestedratesthat would generateonly a 32.9 percentincrease,statingthat it

wantedto lessen therateshockto its customers.®After reviewingWood Creek'ssewer

operations.Staff issueda reportfinding thatWood Creekcould havejustified rates that

would generate a131.87percentincreaseto revenues.^As allowed by Commission

Order,® in Wood Creek'sAugust 2, 2013 responseto StafTs report. Wood Creek

Application of Wood CreekWater District for Approval of a Proposed IncreaseIn Ratesfor
Water Service(Ky. PSC No.18,2011)

®AlternativeRateAdjustmentFiling of WoodCreekWaterDistdct (Ky. PSCNov. 12, 2013)

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

^CaseNo. 2013-00170,Staff ReportdatedJuly 22, 2013,at10.
8 CaseNo. 2013-00170(Ky. PSC June 20, 2013) at 2.
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r0qu0st6dthat th0 Connmissionauthoriz0rat0sthatwould ganaratamora ravanuathan

tha ratasit hadorlginaily raquastad,but not asnnuchasthaamountcaiculatadby Staff.

Tha ravisadraquastadrataswould ganarataa 66.86parcantIncraasato ravanuas.^In

its rasponsa,Wood Craak racognizadthat tha ravisad rataswould not ganaratatha

antira ravanuaincraasacaiculatadby Staff, but that thasarataswould "significantly

raliavathaaxisting unaccaptabiafinancial conditionof the sewerdivision..." and thatit

intended to phaserateadjustmentsoveranappropriatetime frame until therevenues

equal the entire appropriateand allowable revenuerequirement." The Commission

authorizedtha ravisadratasto go into affectby OrderdatedNovember12, 2013.

On Dacambar28, 2015,Wood Craaktenderedan application("Application") with

thaCommissionrequestingto incraasaits currant retail and wholesalewater service

rataspursuantto 807 KAR 5:076. Wood Craakdid not requestto adjust its sawar

servicerates. Wood Creek'sApplication wasdeemedfiled on January15, 2016,whan

all filing daficianciasware cured. To ensuretha orderly review of tha Application, tha

Commissionestablishedaproceduralscheduleby OrderdatedFebruary2, 2016.

Wood Craakbasedtha raquastadratason a historic test period that coincides

with tha reporting period shown in its most recantAnnual Report on file with tha

Commissionattha time of its filing, tha calendaryearendingDacambar31, 2014, as

requiredby 807 KAR 5:076. In thaApplication, Wood Craakstatedthat tha raquastad

RevenueatRevisedRateRequest $ 632,491
Less:Revenueat PresentRates,Staff Reportat10 (379,062)

Increase $ 253,429
Percentage Increase 66.86%
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rateswould increasethe monthly bill of a typical residentialwater customer^°from

$33.50 to $38.37, a $4.87 increase,or 14.53 percent,and that the requestedrates

would generate$701,615in additional annualwatersalesrevenues,a 14.54 percent

increase. Wood Creekpresentedfinancial exhibits in its Application that supportthe

needfor theadditional revenues.Theseexhibitsaresummarizedbelow in condensed

form.

Pro FormaOperatingExpenses $ 4,492,416
Plus: AverageAnnual Principal

andInterestPayments 1,028,816
Additional Working Capital 162,424

Overall RevenueRequirement 5,683,656
Less:OtherOperatingIncome (154,147)

InterestIncome (i_601)

RevenueRequiredfrom Rates 5,527,908
Less:Revenuefrom SalesatPreserrtRates (4,826,293)

RequiredRevenueIncrease $ 701,615
Percent Increase 14.54%

To determinethe reasonablenessof the water ratesrequestedby Wood Creek,

Staff performedalimited financial reviewof Wood Creek'stest-yearoperations.During

its review. Staff found that the operationsand recordsof Wood Creek'sWater and

SewerDivisions were interconnectedenoughthat its review of theWater Division's

operationscould easily be expandedto include the review of the SewerDivision's

operations.To assistWood Creekin its endeavor"to phaserateadjustmentsover an

appropriatetime frame until the revenuesequal the entire appropriateand allowable

Atypical residentialcustomerpurchases4,000gallonsof waterpermonth througha5/8-inchx
3/4-inch meter.
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revenue requirement," Staff expanded its review to include anexamination of the

reasonablenessofWood Creek'scurrentsewerrates. As allowedby theCommission's

February2, 2016 ProceduralOrder,WoodCreekmay request that theCommission

allow it to adopteitherthesewerserviceratescalculatedby Staff or alternativerates

that wouldgenerateup to, but less than, theamountof the sewer revenueincrease

calculatedby Staff. Wood Creek is notrequiredto adjust rates at thistime.

The scopeof Staffs review was limited to determining whether operations

reportedfor the test yearby the Water and SewerDivisions were representativeof

normal operations. Known and measurablechanges totest-yearoperationswere

identified andadjustmentswere madewhen theireffectswere deemedto be material.

All insignificantandimmaterialdiscrepancies were not pursued or addressed.

Staffs findings are summarizedin this report. Jack Scott Lawless reviewed the

calculationofWood Creek'sOverall RevenueRequirement.SamReid reviewedWood

Creek'sreportedrevenues and rate design. ;

Summarvof Findinos

1• Overall RevenueReouirementand RequiredRevenueIncreasefor Water

and SewerDivisions. By applying the Debt ServiceCoverage("DSC") method, as

generallyacceptedby the Commission,Staff found that the Water Division's Overall

Revenue Requirement is$5,751,717and that an $815,882 revenueincrease,or 17.07

percent, to pro formapresent rate revenuesis necessaryto generatethe Overall

RevenueRequirement.

Ordering paragraph 4 recognizes that Staff mayfind that Wood Creek'sfinancial condition
supports "theassessmentofanadditionalrate or charge not proposedin Wood Creek'sapplication.''
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By applying the operating ratio method, as generally accepted by the

Commission,Staff found that the SewerDivision's Overall RevenueRequirementis

$1,084,145and that a $449,743revenueincrease,or 72.18 percent,to pro forma

presentraterevenuesis necessaryto generatetheOverall RevenueRequirement.

2- WaterServiceRates. Wood Creekproposesto increaseits currentwater

serviceratesby approximately14.54 percentevenlyacrossthe board. Wood Creek

hasnot performeda cost-of-servicestudy. The Commissionhaspreviouslyfound that

anacross-the-boardincreaseis anappropriateandequitablemethodof costallocation

in the absence ofacost-of-servicestudy. Staff finds that anacross-the-boardincrease

is the appropriatemeansto allocatethe increasedrevenuerequirement.The ratesset

forth in AttachmentA of this report are basedupon the revenue requirementas

calculatedbyStaff andwill producesufficient revenuesfrom water sales torecoverthe

$5,595,969determinedby Staff, an approximate17.07percentincrease.Theserates

will increasea typical residentialcustomer'smonthly water bill from $33.50to $39.21,

an increaseof $5.71,or 17.04 percent.

3- Sewer Service Rates. Staff finds that anacross-the-boardincreaseis the

appropriatemeansto allocatetheincreasedSewerrevenuerequirement. The sewer

ratessetforth in AttachmentBof this reportarebasedupon the revenuerequirement

as calculated by Staff andwill producesufficient revenuesfrom sewer service rates to

recoverthe $1,072,824determinedby Staff, an approximate72.18 percentincrease.

These rateswill increasea typical residentialcustomer'ssewerbill from $35.42 to

$60.98,an increaseof $25.56,or 72.16percent. Wood Creekmayconsiderimmediate

implementationof theseratesor phasingin smallerrate increasesincrementallyovera
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three-yearor five-year period until the final ratesare equal to or lessthan the rates

shown in AttachmentB.

4- DepreciationPractices. In the 2014 Annual Report, the Water Division

reported $41,436,251^ f̂or the original cost of plant in service and $903,468for

depreciationexpense.TheSewerDivision reported$8,721,950^ f̂or theoriginal costof

plant in service and $388,194for depreciationexpense. The combinedtotals are

$50,158,201for plant and $1,291,662for depreciationexpense. In supportof these

amounts.Wood Creekattachedto theApplication its 2014combinedwaterand sewer

plant ledgerthatwaspreparedby Wood Creek'sindependentfinancial auditor.

The ledgeris separatedinto multiple subsidiaryplant accountswhereindividual

assetsaregroupedwith otherassetsthatarealike or similar. For example,the costof

all water main is recorded in one subsidiaryaccountthat is separatefrom other

subsidiaryaccountsthat are used to record the cost of water metersand sewer

collection mains.

The plant ledgeralso includessubsidiaryaccountsthat areusedto recordthe

cost of assetsthat aresharedby Wood Creek'sWater Division, SewerDivision and

nonregulatedoperations.Thesesharedassetsinclude, but arenot limited to, an office

building, a warehouse,office furniture and equipment,and equipmentnecessaryto

carryout field operations.

The ledgertotalsfor the costof plant in serviceand depreciationexpensefor all

subsidiaryaccountsare$50,158,202and $1,291,662,respectively. While thesetotals

WaterAnnual Report at31.

SewerAnnual Report at18.
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match and support the combined totals shown for theseaccountsIn the Water and

SewerDivision's Annual Reports,the subsidiaryaccountsare not groupedand totaled

in the ledgerfor eachdivision separatelyand are thereforenot easily traced to each

division'sAnnual Report. Wood Creekshould require its auditorto revisethe format of

the plant ledgerso that the cost of the assetsreported in the Water Division's Annual

Reportare clearly groupedand totaled separatelyfrom the assetsthat are included in

theSewerDivision'sAnnual Report.

Additionally, in Staffs report submittedin CaseNo. 2013-00170,GeorgeWakim

of the Commission'sDivision of Engineering,referringto the O&M Guidefor the Support

of Rural Water-WastewaterSystemsby Commissionon Rural Water, found that Wood

Creekshould makethe following changesto the depreciablelives assignedto certain

sewerassets.

Used by Staff O&M
SewerAssetClass Wood Creek Approved Guide

Asset544, Pumps 7 35 20-50

Asset548, 56, 264Service
Lines 40 10 10

Asset591, Services 20 10 10

Asset577, Electric Pumping
Equipment,Structures 20 35 20-50

Asset592, Electric Pumping
Equipment 20 7 7

Wood Creekagreedwith Mr. Wakim'sfindings and the Commissionorderedthat

Wood Creek use the revised depreciablelives to calculatedepreciationaccruedon

sewerassetsin future reportingperiodsfor accountingandratemakingpurposes.^"^ In

CaseNo. 2013-00170,Alternative RateAdjustmentFiling of Wood CreekWaterDistrict (Ky.
PSCJune20, 2013)at 7.
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this proceeding, Stafffound thatWood Creekfailed to revisetheselives and thatit had

continuedto use the samelives it wasusing prior to CaseNo. 2013-00070to calculate

test-yeardepreciationexpense. Wood Creek shouldensurethat its financial auditor

calculatesdepreciationon all assetsusingthe lives authorizedby theCommissionin all

future reportingperiods.

In this proceeding, the Staff of the Commission's Engineering Division

( EngineeringStaff) reviewed the lives assigned toWood Creek's waterassetsand

sharedassetsanddeterminedthatadjustmentsto some of thoselives arewarranted.

Its reviewandfindings aresummarizedin this reportatAttachmentC. Therevisedlives

shouldbeusedfor accountingpurposesin all future reportingperiods. Staff finds that

they bettermatch the life expectancyof Wood Creek'sassetsthan the lives currently

used. No adjustmentto accumulateddepreciationor retainedearningsshouldbemade

to accountfor theeffectofthis changein accountingestimate.

Pro FormaGoeratinqStatements

Pro FormaOperatingStatementsfor the test yearendedDecember31,2014,as

determined byStaff, appearbelowfor Wood Creek's Water and SewerDivisions.
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WaterDivision

OperatingRevenues
Salesof Water

OtherWaterRevenue

Total OperatingRevenues

OperatingExpenses
Operationand MaintenanceExpenses

Salariesand Wages- Employees
PurchasedPowerfor Pumping
Chemicals

MaterialsarxJ Supplies
ContractualServices

TransportationExpenses
Insurance

Bad Debt Expense
MiscellaneousExpense

Otfier

Boat Rampand Bait Shop

CommissionerCompensation

Total OperationarxJMaintenanceExpenses
DepreciationExpense
TaxesOttier Ttian Ircome- PSCFee

Total OperatingExpenses

Net OperatingIncome
InterestIncome

Revenuesfrom NonregulatedOperations
East l_aurel

West Laurel

SewerDivision

Expensesfor NonregulatedOperations
EastL-aurel

West Laurel

SewerDivision

IncomeAvailable to ServiceDebt

Test

Year Adjustments (Ref.) Pro Forma

$4,826,293 $ (46,206) (A-1) $4,780,087
154,147 154,147

4,980,440 (46,206) 4,934,234

1,448,934 78,800 (B-1) 1,527,734
385,525 388 (C) 385,913
794,766 794,766
577,591 6,432 (D) 584,023

14,612 800 (E)
(4,400) (F) 11,012

110,685 26,230 (G) 136,915
144,945 (5,547) (H)

(24,811) (1)
14,258 (J) 128,845

39,493 39,493

16,769 16,769
33,634 (10,116) (B-1)

104 (C)
1,720 (D)

314 (G)
319 (H)
989 (1)
24 (J)

671 (L)
(27,659) (K) -

7,560 (7,560) (B-1) -

3,574,514 50,957 3,625,471
903,468 (74,146) (L) 829,322

10,434 (844) (M) 9,590

4,488,416 (24,033) 4,464,383

492,024 (22,173) 469,851
1,601 1,601

775,120 (775,120) (N) _

764,769 (764,769) (N) -

97,603 (97,603) (O) -

(885,030) 885,030 (N)
(871,156) 871,156 (N) - ,

(167,070) 167,070 (O) -

$ 207,861 $ 263,591 $ 471,452
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SewerDivision

Test

Year Adjustments (Ref.) Pro Forma

OperatingRevenues
SewerServiceRevenues $ 635,440 $ (12,359) (A-2) $ 623,081
MiscellaneousSewerRevenues 11,290 11,290

Total OperatingRevenues 646,730 (12,359) 634,371

OperatingExpenses
Operation andMaintenanceExpenses

Furel and PurchasedPower 25,066 956 (C) 26,022
Chemicals 30,728 30,728
Misc. Supp. andExp. - CollectionSys. 1,077 1,077
Maintenanceof CollectionSystem - Wages 13,411 150,503 (B-2) 163,914
Maintenance ofPumpingSystem

Wages $ 42,156
Materials and Supplies 29,800 71,956 15,813 (D) 87,769

Maintenanceof Other Plant Facilities
Wood CreekWages 32,354
ContractedServices 500 32,854 4,400 (F) 37,254

Admlnstratlveand GeneralSalaries 8,954 8,954
OutsideServicesEmployed- City of London 243,110 243,110

44,149 (G) 44,149
5,228 (H) 5,228
4,073 (1) 4,073
3,393 (J) 3,393

Total OperationandMaintenanceExpenses 427,156 228,514 655,670
DepreciationExpense 388,194 (90,661) (L) 297,533
TaxesOtherThan Income- PSCFee 844 (M) 844

Total OperatingExpenses 815,350 138,697 954,047

Net OperatingIncome (168,620) (151,056) (319,676)
InterestIncome 31 31

Net OperatingIncomeafter Interest $ (168,589) $ (151,056) $ (319,645)

(A-1) WaterDivision Billing AnalysisAdjustment.Wood Creekprovideda billing

analysiswith its Application that calcuiatedwater sales revenue of $4,798,732for all

customers.Watersalesrevenueas reportedin the2014Annual Reportwasadjusted

downwardby $27,561tothis amount. During its review. Staff found thatapproximately
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$18,645in additionaldownwardbilling adjustmentsfor watersaleswere madeduring

the testyearthat were not reflected in the billing analysisprovided in the Application.

With this additional adjustment,the test-yearnormalized revenuefrom water sales

determinedby Staff is$4,780,087.

(A-2) SewerDivision Billing AnalvsisAdiustment. Wood Creek's2014annual

report statedwastewaterservicerevenuesto be$635,440. During its review. Staff

found that approximately$12,359 in downward billing adjustmentsfor wastewater

serviceweremadeduring the testyear.After recognizingthis adjustment,the test-year

normaiizedrevenuefor wastewaterservicesdeterminedby staff is $623,081.

(B-1) Water Division Waoesand Benefits. During the test year. Wood Creek

employed 41 full-time employeesand 6 part-time employeesto carry out its daily

regulatedand nonregulatedoperationsunder the managementand control of three

commissioners.Paymentof all employeeand commissionertest-yearwages,benefits

and payroll taxes was managedand accountedfor using the Water Division's

accounting system. The Water Division reported $1,817,618for total test-year

employee and commissionerwages. This amount was distributed to the Water

Division's accountsasfollows.
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Acct.

No. AccountTitle Wages

333-4 Services $ 3,931

601-1 Wages- PumpingOperations 22,542
601-3 Wages - Water Treatment 334,794
601-4 Wages- Water TreatmentMaint. 1,484
601-5 Wages- T&D Operations 37,534
601-6 Wages -T&D Maintenance 276,375
601-7 Wages- CustomerAccountExpense 374,306

Allocate 1/3 of total to416-0 (124,769)
Allocate 1/3 of total to416-1 (124,769)

601-8 Wages- AdministrativeExpense 81,967

Totai Water Expense Charged toAccount No. 601 879,465

675-2 MiscelianeousExpense - BoatRamp
and Bait Shop 31,488

675-81 Commissioners 7,560

Total Water Expense Charged toAccount No. 675 39,048

416-0 Cost& Expense- West Laurel
Field EmployeesDirectly Assigned 265,856
Allocated Customer Accounts Expense 124,769

416-1 Cost& Expense- EastLaurel
Field EmployeesDirectly Assigned 277,617
Allocated Customer Accounts Expense 124,769

416-3 Cost &Expense- Sewer 102,113

Total Expense Charged toAccount No. 416 895,124

Total $ 1,817,618

The distribution of test-yearwages was performed by Wood Creek using

employee direct timereporting when practical. Allocation methods were used when

direct time reportingwasnot practical. The methodsusedto distributetest-yearwages

arediscussedbelowfor eachof thefollowing employeegroups:1) GeneralManager's
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( GM ) Office; 2) WaterTreatmentPlant3) Field MaintenanceandOperation;4) Office;

and5) Commissioners.

1) GM's Office. TheGM's Office includestheGM, AssistantGM, andProject

Manager. Wood Creekallocatedtheir regularwagesevenlyto accounts601-8,416-0,

and 416-1 by distributing one-third of the total toeach account. Their vacation and

holidaywageswerereportedonly to account601-8. Noneof their wageswerereported

totheSewerDivision account416-3or to theBoat RampandBait Shopaccount675-2.

2) WaterTreatmentPlantPersonnel.Wood Creekemployedsevenfull-time

certified watertreatmentplant operatorsand onefull-time lab technician. Their wages

weredistributedto account601-3.

3) Field Maintenanceand OperationPersonnel.Wood Creekemployed22

full-time and six part-timefield staff. All full-time employeesuseddaily work ordersto

documentthe amountof time that they dedicatedto eachof Wood Creek'sregulated

and nonregulatedoperationsduring the test year. This information was used to

distributetheir wagestoaccounts333-4,416-0,416-1,416-3,601-1, 301-4, 601-5,601-

6, 601-7and 601-8. None of their wageswere distributedto theBoat Rampand Bait

Shop. All part-timeemployeeswere usedto operatethe Boat Rampand Bait Shop.

Theirwages were chargedentirelyto account 675-2.

4) Office Personnel. Wood Creek employed eight full-time office staff

membersduring the testyear. This staff included theChief Financial Officer ("CFO"),

assistantCFO, andcustomeraccountspecialists.Theirwageswereallocatedevenlyto

accounts 601-7,416-0, and 416-1, with one-third of their wagesdistributed to each
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account.Noneof their wages wereallocatedto the SewerDivision account416-3or to

the Boat Ramp andBait Shop account 675-2.

5) Commissioners.Each ofWood Creek's threecommissionersreceiveda

test-yearsalary in the amountof $2,520. All commissionerwageswere reportedto

account675-81.

In addition to the wageslisted above,Wood Creek alsoincurredthe cost of test-

yearemployeebenefitsandpayroll taxes("wageoverheads")listed below.

Health Insurance $ 669,143
Other Insurance 18 582
RetirementContributions 325,136

Total Pensionsand Benefits $ 1,012,861

PICA Taxes $ 139,858
Stateand FederalUnemploymentTaxes 10,633

Total Payroll Taxes $_ 150,491

Wood Creekdistributedtheemployeewageoverheadsto the sameaccountsto

which it distributed employeewagesbasedon the percentageof employeewages,

excluding Commissionerwages,distributedto eachaccount. The tablebelow details

Wood Creek'saccountingfor test-yearwagesandwageoverheadsfor employeesand

Commissioners.
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/MIocation of BenefitsandTaxes

Acct.
Percent PICA and

Account Title
of Employee Pensionand UnemploymentTotal Charged

No. Wages WageTotal Insurance Taxes to Account

333-4 Services $ 3,981 0.22% $ 2,205 $ 328 $ 6,514

601-1 Wages- PumpingOperations 22,542 1.23% 12,485 1,855 36,883
601-3 Wages- WaterTreatment 334,794 18.31% 186,252 27,673 548,719
601-4 Wages- WaterTreatmentMaint. 1,484 0.08% 822 122 2,429
601-5 Wages- T&D Operations 37,534 2.05% 21,203 3,150 61,887
601-6 Wages- T&D Maintenance 276,375 15.11% 158,466 23,545 458,386
601-7 Wages - CustomerAccouri Expense 374,306 20.47% 209,796 31,172 615,274

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

601-8 Wages -AdministrativB Expense 81,967 4.48% 46,642 6,930 135,539

Total Water Expense Charged to AccountNo. 601 1,129,002 1,448,934

675-2 MiscellaneousExpense - Boat Ramp
and BaitShop 31,488 1.72% 17,439 2,591 51,518

675-81 Commissioners 7,560 7,560

Total Water Expense Charged to AccountNo. 675 39,048 59,078

416-0 Cost &Expense- West Laurel
Field EmployeesDirectly Assigned 265,856 14.54% 147,241 21,877 434,974
AllocatedCustomer/\ccountsExpense 205,091

416-1 Cost & Expense- EastLaurel
Field EmployeesDirectly Assigned 277,617 15.18% 153,754 22,845 454,216
AllocatedCustomer Accounts Expense 205,091

416-3 Cost & Expense- Sewer 102,113 5.58% 56,554 8,403 167,070

Total Expense Charged to AccountNo. 416 645,586 1,466,442

Total $ 1,817,618 $ 1,012,861 $ 150,491 $ 2,980,969

During its review, Staff found thatadjustnnentswere warrantedto thetest-year

amountsto accountfor:

1) wagerateincreasesawardedto employeesduring and subsequent to the

test-year;

2) replacementof five full-time employeeswhoseaveragehourly wagerate

was$17.26 with five new full-time employeeswhose averagehourly wage rate is

$10.60;

3) theadditionofonepart-timeoffice employee;

-17- Staff Report
CaseNo. 2015-00428



4) reclassificationof water meter reading costsfrom accounts601.7 and

account416-1 to account416-3;^^

5) reclassification of office personnel costs that are attributed to sewer

operationsfrom accounts601-7and416-1 to account416-3;

6) allocationof the cost of the Commissioners and the GM'soffice to each

wage accountbasedon the wagesthat had been distributed toeach accountfor all

employeeswho were controlled,supervised,and managedby theCommissionersand

GeneralManager'soffice; and

7) distribution of the currentcostof wageoverheadsthat total $1,257,453^^®

to theappropriatewageaccounts.

The table below demonstratesthe resultsof Staffs adjustmentsto theWater

Division stest-yearwagesandwageoverheads.Staffsdistributionof pro forma wages

andwageoverheadstoeachaccountfor eachemployeeis detailedin AttachmentD.

During thetestyear.Wood Creekprovidedsewerserviceto approximately1,235customers,it
also provided water serviceto 1,158 of thesecustomers. The remaining 75 sewercustomerswere
providedwaterserviceby EastLaurei. Eachcustomer'smonthlysewerbill wasdeterminedusingwater
meterreadings.As aresult, it is necessaryandappropriateto reportaportion of thewatermeterreading
coststo the SewerDivision basedon the numberof sewercustomersservedby Wood Creekand East
Laurel when comparedto the total numberof combinedwaterand sewercustomersservedby eachof
theseentities.

16

Health insurance,$66,350.50CurrentPremium X12Months $ 796,206
Other Insurance,Test-YearAmount 18,581
RetirementContributions,Pro FormaWagesx 17.06Percent 296,102
PICA Taxes,Pro FormaWagesx7.65Percent 135,931
UnemploymentTaxes,Test-YearAmount 10,633

Total $ 1,257,453
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Acct.

No. AccountTitle TestYear Pro Forma

Increase/

(Decrease)

333-4 Services $ 6,514 $ 7,894 $ 1,380

601-1 Wages- PumpingOperations 36,883 44,002 7,119
601-3 Wages- WaterTreatment 548,719 602,506 53,787
601-4 Wages- WaterTreatmentMaint. 2,429 2,965 536
601-5 Wages- T&D Operations 61,887 79,043 17,156
601-6 Wages- T&D Maintenance 458,386 506,693 48,307
601-7 Wages- CustomerAccountExpense 205,092 291,143 86,051
601-8 Wages- AdministrativeExpense 135,539 1,382 (134,157)

Total Water ExpenseChargedto AccountNo. 601 1,448,934 1,527,734 78,800

675-2 Miscellaneous Expense - Boat Ramp
and Bait Shop 51,518 41,402 (10,116)

675-81 Commissioners 7,560 - (7,560)

Total Water ExpenseChargedto AccountNo. 675 59,078 41,402 (17,676)

416-0 Cost & Expense- West Laurel 640,065 598,648 (41,417)

416-1 Cost & Expense- EastLaurel 659,307 617,035 (42,272)

416-3 Cost & Expense- Sewer 167,070 249,180 82,110

Total ExpenseChargedto Account No.416 1,466,442 1,464,863 (1.579)

Total $ 2,980,969 $3,041,893 $ 60,924

(B-2) SewerDivision Wages andBenefits. During the test year,Wood Creek's

WaterDivision reported$102,113to account416-3, Cost and Expense Sewer,for the

wages offield maintenance andoperationemployees that weredirectly charged to

seweroperationsusing the work order system. Without explanation. WoodCreek's

SewerDivision recognizedonly $97,603of this amounton its incomestatementusing

thefollowing accounts.
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Acct. Total Charged Percentof
No. AccountTitle to Account Total

354-9 Services

363-9 Electric Pumping Equipment
$ 70

657

Total Capitalized 727 0.74%

712-9 Maint. CollectionSystem
713-9 Maint. PumpingSystem
715-9 Maint. Other

920-9 Salaries- Adm. & General

13,411

42,156
32,355

8,954

Total Expensed 96,876 99.26%

Total $ 97,603 100%

There were no test-year wages eitherassignedor allocated to the SewerDivision

for office employees, theGM's Office, or the Commissioners.Further, there were no

wage overheads assigned orallocatedto the SewerDivision for any employees. As

noted in Ref. Item B-1, Staff determinedthat $249,223of Wood Creek'spro forma

wages and wageoverheadsshould be charged to the SewerDivision. Of this amount.

Staff determinedthat $247,379($249,223,total pro forma, x .9926,test-yearexpense

percentage) should be expensedin the SewerDivision's pro forma operations.

Accordingly, Staff increasedthe Sewer Division's test-yearexpensesby $150,503

($247,379,pro forma expense -$96,876,test-yearexpense).Staff recordedtheentire

adjustmentto account712, Maintenanceof CollectionSystem, insteadofdistributing it

to all of the expense accounts usedby the SewerDivision to record test-year wages

expense.

(C) Office Electric. During the testyear.Wood Creekreported$13,329for

electrical serviceprovided to its office building. For reporting purposes.Wood Creek
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sharedthis expenseevenly with its Water Division and East and West Laurel by

allocatingone-third of the cost to eachentity. A portion of this costshouldhave also

beenallocatedto the SewerDivision andto theBoat Rampand Bait Shop, sincetheir

operationswere administeredand managedby the employeeshousedin the office

building. Staff allocated the test-yearexpenseto Wood Creek's regulated and

nonregulatedoperationsbasedon thepercentageof theoffice employees'pro forma

wagesdistributedto eachentity by Staff. Theoffice employeesinclude the customer

accountspecialists,the CFO, the GM, andtheir supportstaff. Staffs allocations,and

theresultingadjustmentstoWood Creek'stest-yearoperations,areshownbelow.

Allocation of Office Electric

Allocation

of Test-

Office Percent Year Office Less:Test
Wages ofWages Electric Year Adjustment

WaterDivision $178,458 36.25% $ 4,832 $ (4,443) $ 388
SewerDivision 35,285 7.17% 956 956
Boat Ramp andBait Shop 3,846 0.78% 104 104
EastLaurel 137,278 27.88% 3,716 (4,443) (727)
WestLaurel 137,450 27.92% 3,721 (4,443) (722)

Total 492,317 100.00% $ 13,329 $ (13,329) $

(D) Office MaterialsandSupplies. During the testyear.Wood Creekreported

$220,539for materialsand suppliesexpensethat were usedat its office building. For

reportingpurposes,Wood Creeksharedthis expenseevenlywith its WaterDivision and

EastandWestLaurel by allocatingone-thirdof the costto eachentity. A portion of this

costshouldhavealsobeenallocatedto theSewerDivision and to theBoat Rampand

Bait Shop,sincetheir operationswere administeredand managedby the employees
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housedin the office building using thesematerials and supplies. Staff reallocated the

test-yearexpenseto Wood Creek'sregulated and nonregulatedoperationsbasedon

the percentageof the office employee'spro form wagesdistributedto eachentity by

Staff. The office employeesinclude the customeraccountspecialists,the CFO, the

GM, andtheir supportstaff. Staffsallocations,and theresultingadjustmentsto Wood

Creek'stest-yearoperations,areshownbelow.

Allocation of Office [MaterialsandSuoolies

Allocation

of Test-

Office Percent Year Office Less:Test
Wages of Wages Supplies Year Adjustment

Water Division

SewerDivision

Boat Ramparxf Bait Shop
EastLaurel

West Laurel

Total

$178,458
35,285
3,846

137,278
137,450

36.25% $ 79,945 $ (73,513) $ 6,432
15,813
1,720

(73,513) (12,027)
(73,513) (11,939)

7.17%

0.78%

27.88%

27.92%

15,813
1,720

61,486
61,574

492,317 100.00% $ 220,539 $(220,539) $

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

$4,000to preparethe rate applicationfiled in this matter. Wood Creek proposedto

increaseits WaterDivision's test-yearexpensesby $4,000to fully recoverthis expense

on an annualbasis.

Staff finds that rate recoveryof ratecaseexpenseis appropriateand shouldbe

allowable,but Staff disagreeswith theadjustmentproposedby Wood Creek. The rate

caseexpensepaid toKenvironsis a nonrecurringexpensethat should be amortized for
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rate recoveryover the anticipatedfive-year life of the rates^^that will be authorizedby

the Commissionin this proceeding. Accordingly, Staff increasedtheWater Division's

test-yearexpensesby $800 ($4,000 / 5 years), not the $4,000 requestedby Wood

Creek.

ContractualServices- Accounting. Cloyd & Associatesperformedthe

2014 financial audits of Wood Creek, EastLaurel and WestLaurel. East and West

Laurel each paid an audit fee of $7,800. Wood Creek'sfee was $12,200,which it

reportedasan expenseto the Water Division. No amountwas chargedto the Sewer

Division.

During Staffs review, Wood Creek's CFO, Dewayne Lewis, stated that the

amountof work performedby theauditorfor Wood Creek'sWaterDivision and Eastand

WestLaurel wasnearlyidentical. He statedthattheamountof Wood Creek'sauditfee

that exceededthoseof Eastand West Laurel, $4,400, is attributedto the audit work

performedfor Wood Creek'sSewerDivision. To properly report the SewerDivision's

portion of the test-yearaudit fee. Staff decreasedthe Water Division's expensesby

$4,400and increasedtheSewerDivision'sexpensesby $4,400.

(G) TransportationExpenses. During the test year. Wood Creek incurred

transportationexpensesfor field maintenance,meter reading,and the GM's Office in

the amountsof $238,631,$63,218, and $15,794, respectively. It allocatedthese

amounts evenly to its WaterDivision and to East and WestLaurelas shownbelow.

Generally,the anticipatedlife of autility's serviceratesis basedon the frequencyof the utility's
previousratecasefilings. SinceWood Creek'scurrentwaterrateswereauthorizednearlyfive yearsago
on November18, 2011, in CaseNo. 2011-00209,Staff anticipatesthat the life of the ratesauthorizedin
this proceedingwill beapproximatelyfive years.
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Total

Water

Division

East

Laurel

West

Laurel

Field Maintenance $ 238,631 $ 79,544 $ 79,544 $ 79,544
Meter Reading 63,218 21,073 21,073 21,073
GM's Office 15,794 5,265 5,265 5,265

Total $ 317,643 $ 105,881 $ 105,881 $ 105,881

Wood Creekdid not charge test-yeartransportationcosts to either the Sewer

Division or the Boat Ramp and Bait Shop. Becausea portion of the transportation

expensesreported forfield maintenance, meter reading, and the GM'soffice can be

attributedto seweroperations,anda portion of the GM's office transportationexpense

can be attributedto theboat ramp and bait shop. Staff madeadjustmentsto Wood

Creek'stest-yearoperationsto reallocatethese expenses.Individual andcumulative

adjustmentsfor theseexpensesarecalculatedanddiscussedbelow.

Field Maintenance. Travel expensesreportedfor field maintenancerepresent

the cost oftravel necessaryfor field employeesto operate andmaintenancethewater

distribution systems of theWood Creekand East and WestLaurel, as well as Wood
I

Creek'ssewercollectionsystem. Basedon the informationgatheredby Staff during its

review. Staff determinedthatthe percentageof wagesdistributedtoeachsystemis the

mostappropriatemethodto allocatethesetravel costsfor ratemakingpurposesin this

proceeding. Staffsallocationsareshownbelow.
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Allocation of
Pro forma Field Maint. Less:Test

Wages Percent Expense Year Adjustment

Water Division $ 278,540 42.69% $ 101,877 $ (79,544) $ 22,334
SewerDivision 102,882 15.77% 37,630 37,630
EastLaurel 132,942 20.38% 48,624 (79,544) (30,919)
West Laurel 138,070 21.16% 50,500 (79,544) (29,044)

Total $ 652,434 100.00% $ 238,631 $(238,631) _$_

Meter Reading.Travel expensesreportedfor meterreadingrepresentthe costof

travel necessaryfor Wood Creek's employees to read the water meters ofWood Creek

and EastandWestLaurel. Themeterreadingsareusedto preparethe monthly bills for

thewatercustomersof thoseentities,aswell as the sewercustomersof Wood Creek.

From the information gatheredby Staff during its review. Staff determinedthat the

allocationof thesecostsfor ratemakingpurposesshouldbe basedon the percentageof

meterreadingemployeewageschargedto eachwater and sewersystemby Staff as

shownbelow.

Water Division

SewerDivision

EastLaurel

West Laurel

Total

Pro forma
Allocation of

Meter Read Less:Test
Percent

$ 23,676 35.31% $ 22,320 $ (21,073) $ 1,247
5,543 8.27% 5,225 5,225

21,375 31.87% 20,150 (21,073) (922)
16,466 24.55% 15,523 (21,073) (5,550)

$ 67,060 100.00% $ 63,218 $ (63,218) $

GM s Office. Travel expensesof the GM's Office representthecost of travel

necessaryfor the employeesof the GM's Office to carry out their managementand

oversight of Wood Creek's regulated and nonregulatedoperations. From the
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information gatheredby Staff during its review, Staff determinedthat theallocation of

thesecostsfor ratemakingpurposesshouldbe basedon the percentageof wagesthat

were distributed toeachentityasshownbelow.

Allocation of
Pro forma GM's Office
Wages Percent Expense

Water Division $ 96,837 50.11% $ 7,915
SewerDivision 15,827 8.19% 1,294
Boat Rampand Bait 3,846 1.99% 314
EastLaurel 38,978 20.17% 3,186
West Laurel 37,761 19.54% 3,086

Total $ 193,249 100.00% $ 15,794

Year

(5,265)
(5,265)

Adjustment

$ (5,265) $ 2,650

1,294

314

(2,079)
(2,179)

Staffsadjustmentsto reallocatetest-yeartransportationcosts aresummarized

below.

Water Division

SewerDivision

Boat Ramp and Bait Shop
EastLaurel

West Laurel

Field Meter

Maintenance Reading

General

Manager's
Office

Total

Adjustment

$ 22,334 $ 1,247 $
37,630 5,225

2,650 $ 26,230
1,294 44,149

314 314

(2,079) (33,921)
(2,179) (36,772)

(30,919)
(29,044)

(922)
(5,550)

(H) Insurance-GeneralLiabilitv. Wood Creek incurred $46,225for test-year

general liability insuranceexpensethatwas reportedentirely by theWater Division.

Sincethis insurancepolicy benefitedtheWaterDivision, SewerDivision, and theBoat

Ramp and Bait Shop, its test-yearpremium should besharedby theseentities. As

shown in the table below. Staff determinedthat $5,228of the test-yearamountshoujd

be allocatedto the SewerDivision and$319to the Boat Rampand Bait Shopbasedon
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the percentageof eachentity'spro forma presentrate revenueswhen comparedto the

total revenues ofall threeentitlesbenefiting from the Insurance.^® Accordingly, Staff

decreasedthe Water Division's test-yearInsuranceexpenseby $5,547and Increased

the Sewer Division's and Boat Ramp's test-year expensesby $5,228 and $319,

respectively.

Boat Ramp
Water Sewer and

Test Year Division Division BaitShop

Pro forma PresentRateServiceRevenue $5,441,830 $4,780,087 $ 623,081 $ 38,662
Plus: OtherOperatingRevenue 165,437 154,147 11,290

InterestIncome 1,632 1,601 31
Rents

Total 5,608,899 4,935,835 634,402 38,662
Percentage 100% 88.00% 11.31% 0.69%

Allocated GereralLiablity Insurance $ 46,225 $ 40,678 $ 5,228 $ 319
Less: Test Year (46,225) ^ -

Adjustment $ (5,547) $ 5,228 $ 319

(1) WorkersCompensationInsurance.Wood CreekIncurred$49,734for test-

yearWorkers (CompensationInsuranceexpense. The entire amountwas reportedas

an operatingexpenseof the Water Division. Sincethis Insurancecoveragebenefltted

all employees.Staff allocated Its costs to Wood Creek's regulatedand nonregulated

operationsbasedon the percentageof pro forma employeewagesthat Staff directly

Allocation of the costof generalliability insuranceexpensebasedon an entity's shareof total
revenuewasacceptedby the Commissionin CaseNo. 2013-00350,AlternativeRateAdjustmentFiling of
Garrison-Quincy-Ky-O-HeightsWater District ("Garrison-Quincy"). in that proceeding,recognizingthat
general liability insurancepremiums can generally be dependenton the level of an entity's annual
revenues.Staff allocatedgeneralliability insurancebetweenGarrison-Quincy'swaterandsewerdivisions
basedon their percentageof total proforma presentrate revenues(See,StaffsJanuary17, 2014 Report
at 21). The CommissionacceptedStaffsallocationmethodin its February19, 2014Order.
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assigned andallocatedto eachentity. The adjustments to test-yearexpensesthat are

necessaryto accountfor Staffsallocationsarecalculatedandshownbelow.

Pro Forma

Employee Percent

of Total Allocation

Less:Test

Year

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

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

(J) Vehicle Insurance. Wood Creek incurred test-yearvehicle insurance

expensein theamountof $24,411,which was reportedas aWater Division expense.

Staff finds that vehicle insuranceis a transportationcost thatshould be allocatedto

Wood Creek'sregulatedand nonregulatedoperationsbasedon the percentageof all

other transportationcostsallocatedto eachoperation. Staffs allocation of test-year

vehicle insuranceand theadjustmentsnecessaryto accountfor this allocation are

shownbelow.

AllocatedTravel Expense

Field

Malnt.

Meter

Reading

General

Manager's
Office Total

WaterDivision $ 101,877 $ 22,320 $ 7,915 $132,111
SewerDivision 37,630 5,225 1,294 44J49
Boat Rampand Bait Shop 314 '314
EastLaurel 48,824 20,150 3,186 71,960

50,500 15,523 3,086 69,109

Allocated

Vehicle

Percent Insurance

Less;

Test

Year Adjustment

41.59% $ 10,153 $(24,411) $(14,258)
13.90% 3,393 3,393
0.10% 24 24

22.65% 5,530 5,530
21.76% 5,311 5,311West Laurel

Total $ 238,631 $ 63,218 $ 15,794 $317,643 100.00% $ 24,411 $ (24,411) $

(K) Boat Rampand Bait Shop. Wood Creekreportedthe BoatRampandBait

Shop'stest-yearrevenuesand expenses,in the amountsof $38,662and $72,295,
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respectively, using Water Division account 675.2, MiscellaneousExpense,which

resulted in a net expense, or net loss,in the amount of $33,634. As discussed

throughoutthis report. Staff made severaladjustmentsto the Boat Ramp and Bait

Shop'stest-yearoperationsthat decreasethetest-yearnet lossto $27,659. Because

the Boat Rampand Bait Shop'soperationsarenot essentialto the provision of Wood

Creeks regulatedwateror sewerservices,it is not appropriateor properto placethe

financial burdenof theadjustedtest-yearlosson Wood Creek'scustomersby allowing it

to berecoveredthroughwaterorsewerrates. Accordingly, Staff removedthelossfrom

the Water Division's pro forma operations. If the Boat Ramp and Bait Shop had

generated a netprofit. Staffwould have shared theprofit betweenWood Creek's water

and sewer customers,recognizingthatWood Creek has nostockholdersto benefitfrom

suchprofit throughthereceiptofdividendpaymentsfrom Wood Creek.

C-) Depreciation. Wood Creek'sWaterDivision and SewerDivision reported

test-yeardepreciationexpensein the amountsof $903,468and$388,194,respectively.

Theamountreportedby theWaterDivision includeddepreciationaccruedon: 1) assets

usedonly by the Water Division; 2) assetsusedonly by the boat ramp and bait shop;

and3) assetssharedby Wood Creek'sregulatedandnonregulatedoperations("Shared

Assets"). Thesharedassetsincluded,but werenot limited to, the office building, office

equipment,computersoftware,warehouse,transportationequipment,tools, shop,and

garageequipment,power operatedequipment,and communicationequipment. The

SewerDivision s test-yeardepreciationexpenseincludeddepreciationthat accruedon

assetsthat were used only by theSewerDivision.
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Wood Creekcalculatedtest-yeardepreciationusing thewhole-life, straight-line

method, pursuantto which an asset'sdepreciablebasis is divided by its estimated

useful life. In this proceeding.EngineeringStaff reviewedthelives assignedto assets

usedonly by theWater Division and to SharedAssets. A summaryof their review is

found in this reportat AttachmentC.

As previouslydiscussed.EngineeringStaff found in CaseNo. 2013-00170that

changesshouldbe madeto someof thedepreciablelives Wood Creekhadassignedto

its Sewer Division's assets. After Wood Creek accepted Staff's findings, the

CommissionOrderedthat the changesbemade. In this proceedingStaff found that

Wood Creek had not made those changesand had calculated test-yearsewer

depreciationusing lives otherthanthosethat had beenauthorizedby theCommission.

Acomparison of thelives used byWood Creek and thoseauthorizedare shownbelow.

Usedby PSC
Sewer Asset Class Wood Creek Authorized

Asset544, Pumps 7 35
Asset548, 56, 264 Service

Lines 40 10
Asset591, Services 20 10
Asset577, Electric Pumping

Equipment,Structures 20 35
Asset592, ElectricPumping

Equipment 20 7

In this proceeding.Staff decreasedtest-yeardepreciationreportedby theWater

Division andSewerDivision by $74,146and$90,661,respectively,andit increasedthe

nonregulatedexpensesreportedfor the Boat Dock andBait Shop and East and West

Laurel by $671,$13,943and$18,409,respectively,to accountfor:
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1) changesfound appropriateby EngineeringStaff in this proceedingto the

lives assigned to assets usedonly by theWaterDivision and SharedAssets;

2) changesto the depreciablelives assignedto assetsused oniy by the

SewerDivision asorderedby theCommissionin CaseNo. 2013-00170;

3) allocation of pro forma depreciation accrued onSharedAssetsto the

WaterDivision, SewerDivision andnonreguiatedoperations;

4) allocation of a portion of depreciationaccrued on water metersfrom the

WaterDivision to the SewerDivision

4) removalof test-yeardepreciationaccruedon assetsthathad becomefully

depreciated during the test year; and

5) annualizingdepreciationon assetsthat were placed into serviceduring

thetestyearfor which only partialyeardepreciationwasreportedduring thetestyear.

The detailed calculationsand explanationsof Staffs adjustmentsto test-year

depreciationareprovidedin AttachmentEof this report.

(M) PSC Fee. Wood Creek'stest-yearPSCfee totaled$10,434. The entire

amountwasreportedas anexpenseby theWaterDivision, eventhough$844of thefee

wasassessedon revenuesreportedfor the SewerDivision. To properlyseparateand

accountfor the PSCfee betweenthewaterandsewerdivisionsin pro forma operations.

Staff removed$844from theWaterDivision'sexpensesand increasedtheexpensesof

the SewerDivision by $844.

19 As discussedin footnote 15, becausethe Sewer Division's customer'smonthly bill is
determinedusing watermeterreadings,it is appropriateto allocateaportion of the watermeterreading
coststo theSewerDivision. Depreciationaccruedon watermetersis acostof meterreadingthatshould
be allocated.

-31- Staff Report
CaseNo. 2015-00428



(N) ContractedServicesProvidedto East andWest Laurel. Copiesof the

operationand maintenancecontractsare included with this report as AttachmentF.

Although thecontractsrequirethat East andWestLaurel payWood Creekfor theactual

cost ofmaterialsand labor usedin the performanceof the contracts,East and West

Laurel do not pay basedon the actualcost. For example,during the testyear.Wood

Creekreporteda net loss from the contractedservicesin the amountof $216,297as

detailedbelow.

Revenue

EastLaurel $ 775,120
West Laurel 764,769

Expenses
EastLaurel 885,030
West Laurel 871,156

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

The majority of the net loss is attributedto thedifferencebetween:1) theamount

of revenuesbilled by Wood Creek to East and West Laurel for the use of field

employeesandfield equipment,and 2) the amountof the actualexpensesreportedby

Wood Creekfor thoseitems. During its review, Mr. Lewis explainedthat, pursuantto

the contracts.Wood Creek bills East and West Laurel on a monthly basisfor field

services,and the monthly bills arebasedon estimatedcosts,not actual costs. The

estimatedcostsare determinedby multiplying actualemployeeand equipmenthours

reported on contract work orders by an averagehourly employeewage rate and
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equipmentcost rate, respectively.^ Mr. Lewis continuedby statingthat Wood Creek

doesnot updatethehourly rateson a routinebasis, asit should. The ratesusedduring

the testyearbecameeffectiveon July 1, 2008,andweredevelopedfrom costsfor the

12monthsended June30, 2008. As a result, test-yearrevenueswerebased on2008

costs,which were significantly less thanactual expensesfor 2014. This contributed

greatlyto the test-yearnet loss.

Mr. Lewis statedthat the averagecost billing is necessarybecausethe actual

costs are notreadilyavailableon amonthlybasis due tolimitationswithin Wood Creek's

accountingsystem. He stated that theactualfield costs arenot known until the endof

Wood Creek's12-monthaccountingcycle when its booksand recordsareclosed. He

statedthat using the averagecost methodhasnot generallyresultedin sucha large

discrepancybetweencontractedrevenuesand expensesas occurredduring the test

year. He statedthatWood Creekdid not requestthat EastandWestLaurel payWood

Creekthe amountof the test-yearunderbilling, but thatWood Creekupdatedthe field

employeeand equipmentcost ratesusing actual costsfor the calendaryear ended

2014, recognizingthesignificanceof the underbilling. The new ratesbecameeffective

on January1, 2015.

At Staffs request.Wood Creekdeterminedthat test-yearcontractedrevenues

would haveincreasedby $309,007if the revisedrateshadbeenchargedduring thetest

year. After accountingfor this increaseto revenues,and Staffs adjustmentsas

presentedthroughoutthis report that affect the costs of Wood Creek'scontracted

20 The employeerate includes the averagecost of field employeewages,wage overheads
workers compensationinsurance,and uniform costs. The equipmentrate includes the cost of fuel'
maintenance, insurance, and depreciation.
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operations,Wood Creek'scontractedservicesin pro forma operationsresultsin a net

incomeof $209,179ascalculatedbelow.

Revenue

EastLaurel

West Laurel

Total Revenue

Expenses
EastLaurel

West Laurel

Total Expenses

Net Income/(Loss)

$ 775,120 $ 157,033 $ 932,153
764,769 151,974 916,743

1,539,889 309,007 1,848,896

885,030 $ (42,272) (B-1)
(727) (C)

(12,027) (D)
(33,921) (G)
10,031 (1)
5,530 (J)

13,943 (L) $ 825,588
871,156 (41,417) (B-1)

(722) (C)
(11,939) (D)
(36,772) (G)

9,718 (1)
5,311 (J)

18,795 (L) 814,130

1,756,186 (116,469) 1,639,717

$(216,297) $ 425,476 $ 209,179

In its Application, Wood Creek acknowledgedthat the field employeeand

equipmentrateswere increased;however, it did not proposeto increasethe test-year

contractedrevenueaccount. Instead,Wood Creekproposedto removethecontracted

revenuesand expensesfrom theWater Division's income availableto servicedebt,

arguing that since the Wood Creek WaterDistrict's cost for the operationof West

Laurel WaterAssociationand EastLaurel Water District is a simple reimbursementof
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those costs,which have noImpact on the Wood Creek WaterDistrict general and

wholesale rates, this facet of theWood Creek WaterDistrict operation[should] be

treatedseparately."^^

Staff agrees that the lossshould be removed from test-year operations.

Pursuant to thecontracts,Wood Creek isrequiredto provideall services necessary to

operateand maintain East and West Laurel'sdistribution systems, and East and West

Laurel are required to reimburseWood Creek for the "actual cost" ofthoseservices.

To ensurethatthe provisionsof thecontractsareproperlyfollowed in all future reporting

periods.Wood Creekshould bill Eastand West Laurel at the end of eachaccounting

cycle for all actual coststhat exceedthe amountof revenuesWood Creek collected

from East and West Laurel during the accountingcycle. Conversely,Wood Creek

should refund to East and WestLaurel any revenues thatit collects in excessof the

actual costs. Properenforcementof the contractswill ensurethat Wood Creek will

never recognizean income or loss from thecontractedoperationsin future reporting

periods. Accordingly, Staff made adjustmentsto remove the test-yearcontracted

service lossfrom Wood Creek's operations.

Throughoutthis report, Staff identified and mademany adjustmentsto allocate

expensesbetweenWood Creek's regulatedand nonregulatedcontract operations.

WhenWood Creekis accountingfor thesecostsin future reportingperiods,it may use

the allocation methodsdevelopedby Staff in this report, or it may useother more

refined methodsusing information availableto Wood Creekthatwasnot consideredby

Application, ARF Form 1 - AttachmentSR.
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Staff. If Wood Creek desires,it may request Staffs assistanceIn developingallocation

methods.

(0) SewerDivision. Wood Creek's WaterDivision reporteda net lossin the

amount of $69,467^^ for the test-yearoperation of the Sewer Division. Without

explanation, Wood Creek proposedto remove this loss from theWater Division's

incomeavailableto servicedebt.

Staff agreesthat the loss should be removedfrom the WaterDivision's income

and hasremovedthelossfrom theWaterDivision's pro forma operations.The amount

of the loss representsthe field employeewageandwageoverheadsthat werepaid by

the WaterDivision on behalfof the SewerDivision for which the SewerDivision did not

provide reimbursement.The loss is a subsidy,or payable,that should not havebeen

reportedas a loss on the WaterDivision's Income Statement. It should have been

reportedon theWaterandSewerDivision's BalanceSheetsusinga combinationof the

accountsprovided in the Uniform Systemsof Accounts("USoA") that areprescribedby

the Commissionfor eachdivision as shownin the tablebelow.

WaterUSoA SewerUSoA

AssetAccounts 145, AccountsReceivablefrom Asso.Companies 145, NotesReceivablefrom Asso.Companies
146, NotesReceivablefrom Asso.Companies 146,AccountsReceivablefrom Asso.Companies

Uabiiity Accounts 223, Advancesfrom Asso. Companies 223, Advancesfrom Asso.Companies
233, AccountsPayableto Asso. Companies 233, NotesPayableto Asso. Companies
234, NotesPayableto Asso. Companies 234,AccountsPayableto Asso.Companies

22

Receiptsfrom SewerDivision $ 97,603
Less: Field EmployeeWages and Wage

OverheadsAssignedto SewerDivision (167,070)

Net Loss $ (69.467)
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Accounting for the subsidy in future reporting periods using the properaccounts

will allow Wood Creek to easilymonitor the accumulation of the amount of the subsidy

from year to year.Wood Creek's currentaccountingmethoddoes notallow it to easily

monitor the subsidy. The subsidies that werereportedas lossesin prior periods have

accumulatedin the WaterDivision's retainedearningsaccount,arecomingledwith the

division'sother earnings, and are notreadilydeterminable.

Wood Creekshoulduse theUSoA accountsabovein all future reportingperiods

to properly recordall coststhat arepaid by theWater Division and areeitherdirectly

assignableorallocableto the SewerDivision. Many ofthese costs have beenidentified

andallocatedby Staff in this report. They include,but maynot be limited to, wagesand

wage overheadsof office, administrative,andfield employees,office electric, office

materialsand supplies, audit fees, transportationcosts, general liability insurance,

workers compensationinsurance,vehicle insurance,depreciationon sharedassets,

and PSCFee.

WhenWood Creekis accountingfor thesecostsin future periods,it may usethe

allocation methodsdevelopedby Staff in this report, or it may useothermore refined

methodsusing informationavailableto Wood Creekthatwasnot consideredby Staff. If

Wood Creek desires, it may request Staffs assistancein developing allocation

methods.

WaterDivision's Overall RevenueReouirement
and ReouiredRevenueIncrease

TheCommissionhashistorically applieda DSC methodto calculate theOverall

RevenueRequirementof a waterdistrict or a waterassociationwhich hasoutstanding

long-termindebtedness.This methodgenerallyacceptedby theCommissionallowsfor
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recoveryof: 1) cashrelated pro forma operatingexpenses;2) recovery of depreciation

expense, anon-cashitem, to provideworking capital;^^3) the averageannualprincipal

and interest payments onall long-termdebts, and 4)working capitalthat isin additionto

depreciationexpense.

Recognizing that its Water Division has outstandinglong-term debts.Wood

Creek applied the Commission's DSC method to calculate its WaterDivision's revenue

requirement. Staff agreesthat using the DSCmethod for the Water Division is

consistentwith thegeneralpracticeof theCommissionand hasappliedthis methodto

calculatethe Water Division's Overall RevenueRequirement. A comparisonof Wood

Creeksand Staffs calculationof the Water Division's Overall RevenueRequirement

andRequiredRevenueIncreaseusingtheCommission'sDSC methodisshownbelow.

The Kentucky SupremeCourt has held that the Commissionmust permit a water district to
recoverits depreciationexpensethrough its ratesfor serviceto provide internal funds for renewingand
repiacingassets. SeePublic Serv. Comm'n of Kentucky v. Dewitt WaterDist, 720 S.W.2d 725, 728
(^Ky.1986). Although awaterdistrict's iendersrequirethat asmaii portion of the depreciationfunds be
depositedannuaiiy into a debt reserve/depreciationfund until the account'sbalanceaccumulatesto a
required threshold, neither the Commission nor the Court requires that revenues collected for
depreciationbe accountedfor separatelyfrom thewaterdistrict'sgeneraifundsor thatdepreciationfunds
be used oniy for assetrenewaiand repiacement. The Commissionhas recognizedthat the working
capitai providedthrough recoveryof depreciationexpensemay be usedfor purposesotherthan renewai
and replacementof assets. See, CaseNo. 2012-00309,Application of SouthernWater and Sewer
[District for anAdjustmentin RatesPursuantto the Alternative RateFiling Procedurefor Smali Utilities
(Ky. PSC Dec. 21, 2012).
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Wood

Creek Staff

Pro FormaOperatingExpenses $4,492,416 $ 4,435,867
Plus: AverageAnnual Principal

and InterestPayments 1,028,816 1,096,542
Additional Working Capital 162,424 219,308

Overall RevenueRequirement 5,683,656 5,751,717
Less: Other Operating Revenue (154,147) (154,147)

InterestIncome (1.601) (1,601)

RevenueRequiredfrom Rates 5,527,908 5,595,969
Less: Pro FormaPresentRateWaterSales (4,826,293) (4,780,087)

RequiredRevenueIncrease $ 701,615 $ 815,882
PercentIncrease 14.54% 17.07%

(Ref.)

(1)
(2)

C) AverageAnnual Principal and Interest Payments. At the end of the test

year, Wood Creek had thefollowing outstandingbondspayableto theUnited States

Departmentof Agriculture Rural Development ("RD"); the Kentucky Rural Water

FinanceCorporation("KRWFC"); andthe Bankof New York ("BNY").^"

The BNY Bondsareincorrectly labeledas"KRWFC 1998" bondson pages66and74 ofWood
Creek'sApplication when they are downloadedfrom:

http://psc.kv.aov/PSCWebNetA/iewCaseFilinas.asDX?case=2Q15-00428.

-39- Staff Report
CaseNo. 2015-00428



Outstanding
Balance

Origirral at End of

PayableTo Series Amount TestYear

RD 91-04 $ 61,000 $ 18,000
91-09 114,000 79,100
91-12 1,711,000 1,411,000
91-13 7,250,000 6,628,000
91-16 725,000 661,000

KRWFC 2003A 299,000 162,000
2003B 1,345,400 379,900
2004B 1,318,000 940,000
2005B 3,594,000 2,805,000
2007A 2,086,000 1,777,000

BNY 1998 665,000 320,000

The proceedsfrom each bond issuancewere used to either constructwater

system improvementsor to refinancelong-term debt instrumentsthat had been

assumedto constructwatersystemassets.All long-termdebtswereproperlyreported

by Wood Creekasa debtof theWaterDivision.

Subsequentto the testyear, in CaseNo. 2014-00440,^ Ŵood Creeksoughtand

receivedthe Commission'sauthorityto borrowup to$1,633,500 f̂rom KRWFC in order

to refinanceRD BondSeries91-04,91-09,and91-12. In its January5,2015Order,the

Commissionauthorizedtherefinancing,finding that it would produceestimatedgross

CaseNo. 2014-00440,Application of Wood Creek Water District toissueSecuritiesin the
ApproximatePrincipaiAmountof$1,485,000for thePurposeofRefundingCertainOutstandingRevenue
Bondsof theDistrict Pursuant to theProvisionsof KRS278.300 and 807KAR 5:001(Kv. PSC January 5,
2015).

^ In its Order, the Commissionidentified the RD bondsasWaterworksRevenueBondsSeries
1980, 1992,and 1998, respectively. The Commission authorizedWood Creek to borrow up to
$1,633,500.This amountincluded$1,485,000for the estimatedamountof bond proceedsnecessaryto
completetherefinancing,plusanadjustmentofup to 10percentoftheestimatedamount,or$148,500.
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savingsand net presentvalue savings in the amountsof $160,871 and $109,841,

respectively.^^ Recognizingthat the estimatedsavingswere basedon interestrates

that fluctuate with bond market conditions that may changebefore the refinancing

transaction was complete, the Commission ordered that thetransaction be

consummatedonly if the actualinterestrateswould result in grosssavingsandpresent

value savings. Toensuresavings were realized, theCommissionordered that Wood

Creekfile amortizationschedulesand work papersshowingthe actualsavingsif they

weredifferentfrom the estimated savings.

The KRWFC refinancing transactionwas completed on February 19, 2015

( KRWFC Series2015"). On March 31, 2015, Wood Creeksubmittedamortization

schedulesand work papersto the Commissionshowingthe actualgrosssavingsand

presentvalue savingsthat would result from the refinancing.^® Thesework papers

demonstratedthat the proceedsfrom KRWFC Series 2015 totaled $2,780,000,

exceeding theauthorized amount by $1,146,500. While there was nonarrative

explanationfor the useof the excessfunds in the March 31, 2015filing, the schedules

and work papers demonstrated that theexcessfunds wereborrowed to refinance

KRWFC Bond Series2003A, 2003C, and 2004A. The schedulesand work papers

demonstratedthatthe grosssavingsand presentvaluesavingsthat will resultfrom the

refinancingof all six bondserieswould be$470,743and$326,209,respectively.

When reviewingWood Creek'sMarch 31,2015filing in CaseNo. 2014-00440to

confirm that the refinancing would generatesavings.Staff failed to notice that the

Id. at 2.

^ Wood Creek'sMarch 31, 2015 filing can be found in the "post casefile" for CaseNo. 2014-
00440 that can befound at http://psc.kv.aov/PSCWebNetA/iewCaseFiiinQs.aspx?case=2014-00440.
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proceedsfrom theKRWFC Series2015 Bondsexceededtheamountauthorizedby the

Commission. Staff becameawareof the excessborrowingduring its review conducted

in this proceeding.Staffs review includeddiscussionswith W. RandallJonesof Rubin

& Hays,Attorneysat Law, who representedKRWFC andfiled CaseNo. 2014-00440on

behalfof Wood Creek.

After Staff's discussionwith Mr. Jones,he and Wood Creek submitteda joint

filing into the recordof CaseNo. 2014-00440on February8, 2016. In the filing. Wood

Creekstatedthat subsequentto the filing of the application in CaseNo. 2014-00440,

KRWFC notified Wood Creekthat additional savingswould be realizedby rolling the

reamortization"of the KRWFC bonds into the RD bond refinancing that had been

approvedby theCommission. Wood Creekstated that thedecisionto "reamortize"the

KRWFC bondswas madeafter the Commissionenteredits January5, 2015 Order

authorizing the RD bond refinancing. It continued by stating that it realizes that

adherenceto KRS 278.300is in the bestinterestof regulatedutilities andthat its failure

to requestan amendmentto the Commission'sOrderwas unintentional. Mr. Jones,

while recognizing that the "reamortization" of the KRWFC bonds required the

Commission'sauthorizationpursuantto KRS 278.300,notedthat the reamortizationof

the KRWFC Bonds accountedfor $142,847of the $326,209in total presentvalue

savingsgeneratedby therefinancingandthereforebenefitedWood Creek'scustomers.

After accountingfor therefinancingthatresultedfrom CaseNo. 2014-00440and

for the principal retirementsmadesubsequentto the test year on all debts.Wood

Creek'sscheduleof outstandinglong-term indebtednessat thetime of Staffs review

appearsasshown below.
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PayableTo Series

Original
Amount

Outstanding
Balance

at Time of

Staff's Review

RD 91-13 $7,250,000 $ 6,414,000
91-16 725,000 639,500

KRWFC 2005B 3,594,000 2,577,000
2007A 2,086,000 1,673,000
2015B 2,780,000 2,590,000

BNY 1998 665,000 250,000

In the Application, Wood Creekrequested to recover$1,028,816annually to pay

the principal and interestpaymentson thedebtslisted above. The requestedamountis

equalto the three-yearaveragedebt paymentsthat aredue in the years2015, 2016,

and2017.

As discussedin Ref. item (E), Staff anticipatesthat the water service rates

authorizedby the Commissionin this proceedingwill haveafive-year life. Staff finds

that the annual debt service paymentsthat are to be recoveredthrough the rates

authorizedin this proceedingshouldcoincidewith that life. Accordingly, Staff included

thefive-yearaverageprincipal and interestpaymentsthatwill becomeduefor all debts

on andafterJanuary1, 2016. This five-yearperiod bettermatchesWood Creek'sdebt

paymentswith the period of time that the rates authorized in this proceedingare

anticipatedto remainin effectthanthethree-yearperiod requestedby Wood Creek. As

shownbeiow.Staff caicuiatedthefive-yearaverageto be$1,096,542.
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RD KRWFC

BNY TotalYear 91-13 91-16 2005B 2007A 20158

2016 $394,469 $38,647 $235,140 $128,775 $268,437 $48,357 $1,113,825
2017 394,700 38,679 236,109 126,548 249,331 46,625 1,091,992
2018 394,713 38,690 235,854 126,280 250,338 49,750 1,095,625
2019 394,507 38,680 234,414 125,931 251,231 47,750 1,092,513
2020 395,082 38,649 233,720 123,541 252.013 45,750 1,088,755

Five-YearTotal 5,482,710
Divide by: FiveYears 5

Five-YearAverage $1,096,542

The amountof thefive-yearaveragedebtpaymentcalculatedby Staff beginning

with 2016 is $67,726more than the three-yearaveragecalculatedby Wood Greek

beginning with 2015. The majority of this difference is becauseWood Creek's

calculationincludesonly partial-yearinterestin theamountof $36,056thatwaspaid in

2015on theKRWFC Series2015BBonds. Staffscalculationdoesnot includea partial

payment.

If Wood Creek had not executedthe unauthorizedrefinancing of the KRWFC

2003A, 2003C,and2004A bonds,its five-yearaveragedebtservicerequirementwould

havebeen$18,745more. The calculation of thisamountis shown below.
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Year 91-13

KRWFC
Added to Calculation

2003A 2003C 2004A 2005B
Adjusted
2015B

2016 $394,469 $38,647 $ 23,109
2017 394,700 38,679 23,383
2018 394,713 38,690 23,603
2019 394,507 38,680 . 24,735
2020 395,082 38,649 25,752

Five-YearTotal

Divide by: FiveYears

$ 65,313 $87,223 $235,140 $ 128,775 $112,900 $48,357 $1,133,933
44,692

43,901
44,005
44,094

87,167
88.991

88,658
90,165

236,109

235,854

234,414

233,720

126,548 112,056
126,280 • 109,712
125,931

123,541

107,288
102,709

46,625

49,750

47,750

45,750

Five-YearAverageWithout UnauthorizedRefinancing
Less:Five-YearAverageIncluding UnauthorizedRefinancing

Difference

Times: 120PercentGross-Upfor Additional Working CapitalRelatedto Debt PaymentsasExplainedBelovi*

Total Annual Savingsfrom UnauthorizedRefinancingEmbeddedin Overall RevenueRequirement

1,109,959

1,111,494

1,105,968

1,099,462

5,560,815

5_

1,112,163

(1,096,542)

15,621

120%

$ 18,745

(2) A(jditional Working Capital. The DSC method,ashistorically applied by

theCommission,includesan allowancefor additionalworking capitalthat is equalto the

minimum net revenuesrequiredby adistrict's lendersthatareaboveits averageannual
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debt payments. In this case,Staff caiGuiatedthe amount to be $219,308for Wood

Creek.^

AverageAnnual Principaland InterestPayments
Times: DSC Ratio

Total Net RevenuesRequired
Less: AverageAnnual Principaland Interest Payments

Additional Working Capital

$1,096,542
120%

1,315,850

(1,096,542)

$ 219,308

SewerDivision's Overall RevenueReouirement
and RequiredRevenueIncrease

Becauseconstructionof Wood Creek'ssewersystemassets wasfully funded by

contributions in aid of construction,Wood Creek currently has no long-term debts

outstandingthatshouldbeassignedto theSewerDivision and recoveredthroughsewer

29 The RD bond resolutionsrequireWood Creekto assessratesfor waterservicethat produce
net revenuesthatareequalto at least120 percentof the averageannualRD bond principal and Interest
paymentsaswell asall principal and Interestpaymentson anydebtsthatareon parwith theRD bonds.
The DSC ratio measuresan entity's ability to pay its cashrelatedoperatingexpensesand to pay debt
principal and interest. RD calculatesthe ratio by dividing net revenuesby the entity's averageannual
debt principal and Interest payments. Net revenuesare equal to total revenuesless cashrelated
expenses.Depreciationexpense, a noncashoperatingexpense, isexcludedfrom the determinationof
net revenues. As shown below, the required DSC ratio is met with or without including the additional
working capital in Wood Creek'soverall revenuerequirement.

Without

With Additional Additional

Working Capital Working Capital

Overall RevenueRequirement $ 5,751,717
Less: OperationandMaintenanceExpense (3,596,955)

TaxesOtherThan Income (9,590)

Net Revenues

Divide by: AverageAnnual Debt Payments

DSC Ratio

-46-

2,145,172

1,096,542

196%

$ 5,532,409

(3,596,955)

(9,590)

1,925,864

1,096,542

176%
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rates. When a waterdistrict, waterassociation,or operatingdivision thereof has no

long-termdebts,theCommissionhashistorically appliedanoperatingratio methodto

calculatethe utility's Overall RevenueRequirementandRequiredRevenueIncrease.

As shown below, by applying the Commission'soperatingratio methodto theSewer

Division's pro forma operations, Staff determined that the SewerDivision's Overall

Revenue Requirement is $1,084,145 and that a revenue increasein the amount of

$449,743,or 72.18percent,is requiredto generatetheOverall RevenueRequirement.

Pro FormaOperatingExpenses $ 954,047
Divide by: OperatingRatio 88%

Overall RevenueRequirement 1,084,145
Less:MiscellaneousSewerRevenues (11,290)

InterestIncome (3-1)

RevenueRequiredfrom SewerSewerRates 1,072,824
Less:Pro FormaPresentRateRevenues (623,081)

RequiredRevenueIncrease $ 449,743
Percent Increase 72 -18%

30 The operating ratio is equai to the margin betweenthe operatingrevenuesand operating
expensesauthorizedby the Commission. The margin is allowed to provide working capital abovethe
amountprovided through recoveryof depreciationexpense. The Commissionhastraditionally setthe
margin equal to 12 ^percentof operatingrevenueswith adjustmentsmadefor certain "below-the-line"
accounts.Whenno beiow-the-iine accountsareincluded,theformula appearsasshownbelow.

OperatingFtevenues 100%
Less:OperatingExpenses -88%

Net Operating Income 12%
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Preparbdby: Jack ScottLawless,CPA
WateriandSewerRevenue
RequirementsBranch
Division of Financial Analysis

Preparedby: SamReid
Waterand SewerRateDesignBranch
Division of FinancialAnalysis
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ATTACHMENT A

WaterDivision

Staff CalculatedMonthly WaterRates

5/8- X 3/4- Inch Meter
First

Next

Next

Next

All Over

2,000
1,500
1,500
2,500
7,500

gallons
gallons
gallons
gallons
gallons

1-Inch Meter

First 5,000 gallons
Next 2,500 gallons
All Over 7,500 gallons

1 y2-lnch Meter

First 10,000 gallons
All Over 10,000 gallons

2-Inch Meter

First

All Over

20,000
20,000

3-Inch Meter

First

All Over

30,000
30,000

6-Inch Meter

First

All Over

100,000
100,000

gallons
gallons

gallons
gallons

gallons
gallons

WholesaleUserRates

EastLaurel WaterDistrict

WestLaurel WaterAssociation

City Of Livingston

$ 24.22 Minimum bill
7.70 per 1,000gallons
6.87 per1,000gallons
5.78 per1,000gallons
4.57 per1,000gallons

$ 46.08 Minimum bill
5.78 per 1,000gallons
4.57 per1,000gallon

$71.95 Minimum bill
4.57 per 1,000gallons

$117.65
4.57

$ 163.35
4.57

$ 483.25
4.57

Minimum bill

per 1,000gallons

Minimum bill

per 1,000gallons

Minimum Bill

per1,000gallon

$ 3.42 per1,000gallons
$ 3.42 per 1,000gallons
$ 3.42 per 1,000gallons



ATTACHMENT B

SewerDivision

Staff CalculatedMonthly SewerRates

5/8- X 3/4- Inch Meter
First 2,000 gallons $ 35.63 Minimum bill

Next 1,500 gallons 12.91 per1,000gallons
Next 1,500 gallons 11.97 per1,000gallons
Next 2,500 gallons 10.73 per1,000gallons
All Over 7,500 gallons 9.35 per1,000gallons

l-lnch Meter

First 5,000 gallons $ 72.95 Minimum bill

Next 2,500 gallons 10.73 per1,000gallons
All Over 7,500 gallons 9.35 per1,000gallons

2-Inch Meter

First 20,000 gallons $216.65 Minimum bill

All Over 20,000 gallons 9.35 per1,000gallons

3-Inch Meter

First 30,000 gallons $310.15 Minimum bill

All Over 30,000 gallons 9.35 per1,000gallons

6-Inch Meter

First 100,000 gallons $ 964.65 Minimum Bill

All Over 100,000 gallons 9.35 per1,000gallons



AttachmentC

Engineering Staff's Review ofDepreciableLives



WOOD CREEKWATER DISTRICT
CASE NO. 2015-00428

ENGINEERING DIVISION'S
ANALYSIS OF ASSETSERVICELIVES

FORWATER SYSTEMS

Historically, the Commissionhasrelied on theDepreciationPracticesfor Small Water
Utilities by National Associationof RegulatoryUtility Commissioners,Washington,DC, August
15, 1979, page11, to evaluatethe reasonablenessof a utility's depreciationpractices. This
study outlines expectedservicelife rangesfor variousassetgroupsdesigned,installed, and
maintainedin accordancewith good water utility practices. Typically, anadjustmentis made
whentheCommissionfinds thatautility isproposingto use aservicelife thatfalls outsideof the
range,while servicelives falling within theserangesaregenerallyaccepted.

Certain assetservice lives proposedin this case werefound to be outside the
Commission'sestablishedguidelinesor asotherwisepreviouslyadoptedby theCommission.

NARUC
NARUC Recommended
Average Submitted Staff Report

Account Service Service Service
Number Type of Asset Life Life/Lives Life/Lives

20 35
311 Structuresand Improvements 35-40 50 40

50 40
321 Structuresand Improvements 35-40 30 35

324-7 PumpingEquipment 20 7 20

20 35
331 Structuresand Improvements 35-40 50 40
332 WaterTreatmentEquipment 20-35 50 35
343 Transmissionand Distribution Mains 50-75 20 50

10 30
345 Services 30-50 20 30
346 Meters 35-45 20 35
348 Hydrants 40-60 20 40

390 Structuresand Improvements
20 35

35-40 50 40
391 Office Fumitureand Equipment 20-25 10 20
392 TransportationEquipment 7 4 7

25 20

10 15
394 Tools, Shop& GarageEquipment 15-20 7 15

NOTE; service life submitted. In thesecases,
servicelife/lives thatwerewithin theNARUC rangeshouldremainunchanged.

The RecommendedStaff ReportServiceLife/Lives should beusedfor the purposeof
the CommissionStaff Reportunlessspecificandverifiable evidencesupportsusing alternative
servicelives.

PreparedFebruary12, 2016eparedFebruary12, 2016

Marx Rasche,P.E.
Manager,WaterandSewerBranch
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Oflce and Field Employees

AttachmentD

Distribution of WagesandWageOverheads
416-1

Non-Meier

Readng

416-1

Meter

Reading

416-3

Non-Meter

Reading

416-3

Meter

Reading

601-7

Non-Meter

Reading

Office $ 10,352 S 10,208 S 2,021 S 8,476
Percentageof Emptoyee'eTotal Wages 33 33% 32 87% 6 51% 27 29%
FtCA Tax 792 781 155 648
Retirement 1,766 1,741 345 1,446
hsurarKe 6,790 6,695 1,325 5 569
Ur>employmentTax 74 73 14 60

Office 7,067 6,966 1,379 5,786
Percentageof Emptoyee'e TotalWages 33 33% 32 87% 6 61% 27 29%
FCA Tax 541 533 106 443
ReUremer* 1,206 1.189 235 987
Insurance 6,790 6,695 1,326 5,659
UnemploymentTax 74 73 14 60

Office 6,277 6,190 1,225 5,140
Percentageof Employee'sTotaJWages 33 33% 32 87% 6 51% 27.29%
FICA Tax 480 474 94 393
Retirement 1,071 1,056 209 877
tnsirance 6,790 6,696 1,325 6,669
UnemploymentTax 74 73 14 60

Office 9,498 9,385 1,854 7,776
Percentageof Employee'sTotaJWagss 33.33% 32.87% 6 61% 27.29%
FCATax 727 716 142 696
Retirement 1,620 1,598 316 1,327
Insurance 6,790 6,695 1,325 5,559
UnempJoymentTax 74 73 14 60
Percentageof Emptoyee'e TotaJWagee
Oflce 16,006 15,783 3,124 13,105

33.33% 32 87% 6.51% 27.29%
FJCA Tax 1,224 1,207 239 1,003
F^etlroment 2,731 2,693 533 2,236
Insurance 6,790 6,895 1,325 5,559
UnemploymentTax 74 73 14 60

Office 22,467 22,164 4,385 16,395
Percentageof Emptoyee'eTotaJWages 33.33% 32.87% 6.51% 27.29%
FJCA Tax 1,719 1,695 335 1,407
Retirement 3,833 3,779 748 3,138
Inetrarue 6.790 6,695 1,325 6,559
UnemploymentTax 74 73 14 60

Oflce 14,331 14,131 2,797 11,734
Percentageof Emptoyee'e TotalWages 33 33% 32,87% 6 51% 27.29%
FlCATax 1,096 1,081 214 898
Retirement 2,445 2,411 477 2,002
Insurance 6,790 6,695 1,325 5,559
UnemploymentTax 74 73 14 60

Oflce 10,825 10,674 2,113 8,863
Percentageof Emptoyee'eTotaJWages 33 33% 32 87% 6.61% 27.29%
FICA Tax 828 817 162 678
Retirement 1,847 1,821 360 1,512
InsurarKO 6,790 6,695 1,325 5,569
UnemploymentTax 74 73 14 60

601-7

Meter

Reading



Job

Tlila

PtantOperator
PercerUageo1Employee's Total Wages
FCATax

Retirement

Insurance

UnemptoymentTax

WTP Operator
Pofcontageol Empioyeo'oTotal Wages
nCATa*

Retirement

Ineurance

UnemploymentTax

WTP Operator
Porcerrtage ofEmpkiyee'BTotalWages
PICA Tax

Retirement

Ineurance

UnemptoymentTax

WTP Operator
Percentage ofEmpioyeo'aTotalWages
RCA Tax

Rotiromonl

Ineurance

UnempfoymerrtTax

WTP Operator
Perceraageof Empfoyee'aTotal Wages
RCA Tax

Retirement

Inoirrance

UriemptoymentTax

WTP Operator
Percerttageof Emptoyse'sTotalWagee
PICA Tax

Ftetiremeni

trvurance

UnompkiymentTax

WTP Operator
Percentage of Employee'oTotalWages
RCA Tax

Retiremerrt

Insurance

UncmpioymeniTax

416-1 416-1

Nor-Meter Motor

Raadrtg Raadmg

309

0 50%

24

53

101

416-3 416-3

Nor-Motor Motor

Reading Reading

Lab Tech 13,109 13,106
Percentage ofEmptoyeo'oTotalWagae 2a77% 2877%
RCA Tax 1,003 1,003
PlatHement 2,236 2,236
rnsmnce 5,861 5,861
UnemptoymertiTax 64 64

Foreman- hfaintenance 18,928 18,288 200
Percentage ofEmployee'sTotalWage# 29.02% 2804% 0 31%
FCATax 1.448 1,399 15
Retwentent 3,229 3,120 34
Insurance 5,911 5,711 82
UnemploymentTax 64 62 1

40,486

100.00%

3,097

6 907

20,370

222

61,864

99 50%

4,733

10,554

20,268

220

26,876

100 00%

2,056

4,665

20,370

222

55,794

100.00%

4,266

9,519

20,370

222

35,826

96.50%

2,741

6,112

20,063

218

47,713

100.00%

3,650

8,140

20,370

222

23,500

100.00%

1,788

4,009

20,370

222

19,341

42 45%

1,480

3,300

8,648

94

-2-

547

1 50%

42

93

306

3

27,812

42.64%

2,128

4,745

8,665

94

601-7

Norv-Meter

Reading

601-7

Motor

Reading
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333-40 416-0 416-1 416-1 416-3
Job Norr-Meter Meier NorvMeter
Title Reading Reading Reading

Foreman- Maintenance 13.467 13,256 11,136
Percentageoi Empioyee'sTotaJWages 23.41% 23 06% 19 38%
F(CA Ta* 1,030 1,014 652
Rebremert 2,297 2,261 1,900
insurance 4,769 4,^ 3,944
UnemptoymentTax 62 51 43

Maintenance 10,129 10,106
PercentageerfEmpioyee's TotaJWages 28.17% 28 10%
FICA Tax 775 773

Retirement 1,728 1,724
insurance 5,738 5.724
UnemptoymentTax 62 62

Mainlenance 8,113 7.805
Percentageerf Empioyee's TotaJWages 27 12% 26.09%
FiCATax 621 597

Retirement 1,384 1,332
Insurance 6,524 5,314
UnempioymeritTax 60 58

Maintenance 79 2,685 4,249 26,014
Percentageo( Employee^Total Wages 0,18% 6.16% 9 75% 59.68%
FICA Tax 6 206 325 1,990
Retirement 13 458 725 4,438
insurance 37 1,255 1,965 12,157
UnemptoymentTax 14 22 132

MaJntenance 2,410 2,971 33.103
Percentageof Emptoyee'aTotaJWages 4.40% 5.43% 60.45%
FICA Tax 184 227 2.532
Retirement 411 607 5,647
Insurance 896 1,105 12,314
UnemptoymentTax 10 12 134

Malntanance 1,442 8,294 0,627 2,641
Percentage of Empioyee's TotaJWages 3,27% 18.79% 19.56% 6.98%
FJCATa* 110 634 660 202
Retirement 246 1,415 1,472 451
Insurance 666 3,826 3,982 1,219
UnemptoymentTax 7 42 43 13

Maintenance 469 14,297 11,618 7,497
Pen»ntageof Employee^TotaJWc^fes 0.80% 24.93% 20.12% 13.10%
FtCATax 35 1,094 881 574
Retiremsnt 78 2,439 1,965 1,279
Insurance 163 5,088 4,099 2,668
UnemptoymentTax 2 66 45 29

Maintenanca 12,316 11.078 2,633
Percentage of Empioyee's TotaJWages 21 52% 19 38% 4 60%
FICA Tax 942 647 201
Retiremerrf 2,101 1,890 449
Insurance 4,383 3,943 937
UnemptoymentTax 48 43 10

Maintenance 116 10,462 10,246 1,114
Percentage of Empioyee'sTotaJWages 030% 27 00% 26 44% ^07%
FICA Tax 9 800 784 85
Retirement 20 1,785 1,748 190
Insurance 61 5,500 5.386 685
UrremptoymentTax 1 60 59 6

416-3 601-

M»1»f

Readng

-3-

207

Q.54%

23

51

111

1

601-7 601-7

Non-Mtler M«1tr

Reading Reading

19,661

34 18%

1,504

3,364

6,963

76

15,727

43 73%

1,203

2.683

8,908

97

14,000

46 79%

1,071

2,388

9,532

104

138 10,110 315

0.32* 23.19% 0.72%

11 773 24

23 1,725 54

64 4,725 147

1 51 2

606 264 15,110

111% C.48% 27.59%

46 20 1,156

103 45 a 578

225 96 5,620

2 1 61

36 307 22,646 144

0.08% 0.69% 51 31% 0.33%

3 23 1,732 11

6 52 3,863 25

17 141 10,451 67

2 114 1

461

0.79%

34

77

160

2

2,216

3,87%

170

378

789

23,018

40 21%

1,761

3,027

8,191

28,987

50 65%

a218

4,945

10,317

112

16,811
43 33%

1,288

Z868

8,837

AttachmentD

CaseNo. 2015-00428



Job

Title

Uajntanance

Percentagool Employeo'sTotal Wag«s
FICATajc

fletirernem

Frtsurartce

LfnofnptoymenlTax

Majntenance

Percentagoof Employee's TotalWages
PICA Tax

Fletirement

insurance

UnemploymentTax

Meintenance

Percentegeof Employee's TotalWages
PICA Tax

Retirement

tnsirance

UnemploymentTax

Maintenance

Percentageof Employoe'sTotal Wages
PICA Tax

Retirement

Insurance

UnemploymentTax

Foreman- Meter Readers

Percentageof Employee'sTotal Wagea
PICA Tax

Retlromenl

hsurance

UnemploymentTax

Meter Raader

Percentageof Employoe's TotalWages
PICA Tax

Retirement

Insurance

UnemploymentTax

Meter Reader

Percentageof Emptoyee'sTotal Wages
PICA Tax

Retirement

heirance

UnemptoymentTax

Meter Reader

Percentage ofEmployee'sTotalWages
PICA Tax

Retirement

iraurance

UnemploymentTax

416-1

Non-Meter

Readng

787 11,778 10,836

1 37% 20.47% 18 84%

60 901 829

134 2,009 1,849

279 4 171 3 837

3 45 42

217 16,881 15,414

0.37% 26 78% 25 99%

17 1,215 1,179

37 2,7(59 2,630

75 5,456 5,295

1 59 58

659 6,665 6,802

2 25% 22.71% 23 18%

50 510 520

112 1,137 1,160

457 4.625 4,721

6 50 51

294 2,646 1,746

1 34% 12 07% 7 96%

22 202 134

50 461 298

273 2,458 1,622

3 27 18

15,264 16,299

29.07% 29.14%

1,168 1,170

2,604 2,610

5,921 6,935

64 65

1,674 10,846

6.85% 37.88%

128 830

286 1,860

1,191 7,717

13 84

1,776 504

6 65% 1 89%

136 39

303 86

1,354 384

15 4

5,362 21,676

11.29% 45 64%

410 1,656

915 3,698

2,300 9,297

26 101

416-1

Meter

Reacfrtg

10,(360

35.14%

770

1,716

7,168

78

11,315

23.83%

866

1,930

4,853

53

416-3

fifon-Meter

Reading

5,796

10.08%

443

989

2,052

22

739

1 25%

57

126

254

3

714

2.43%

55

122

496

5

11,295

51 51%

864

1,927

10,492

114

350

1.22%

27

60

249

3

72

0 27%

6

12

55

1

1,195

2.52%

91

204

513

416-3

Meter

Raadlrtg

3,714

7.07%

284

634

1,441

16

142

0.50%

11

24

101

1

1,527

5.71%

117

260

1,164

13

160

0.34%

12

27

-4-

65

0 11%

5

11

22

0

601-4 601-5 601-6 601-7 601-7 601-8

NofvMeter Meter

Reading Readlrtg

476 27,852

0 83% 48 42%

36 2,131

81 4 752

169 9 662

2 107

12,674 13 501 630 174

21 37% 22 77% 1 06% 0.29%

970 1,033 48 13

2,162 2,303 108 30

4,354 4,638 217 60

47 50 2 1

37 14,474

0 12% 49.31%

3 1,107

6 2,469

25 10,045

0 109

37 49 5,764 98

0.17% 0.22% 26.28% 0 45%

3 4 441 7

6 8 983 17

34 46 5,354 91

58 1

248 1,204 16,779

0 47% 2.29% 31.95%

19 92 1,284

42 205 2,663

96 467 6,509

1 5 71

2CB 123 344 4,803 78

G 73% 0.43% 1.20% 18.78% 0.27%

16 9 26 387 6

35 21 69 819 13

148 88 245 3,417 65

2 1 3 37 1

192 9,828 612 5,214 6,897 96

0 72% 36 78% 2 29% 19.51% 25.81% 0.36%

16 762 47 399 528 7

33 1,677 104 890 1,177 16

148 7.493 467 3,975 5,256 73

2 81 5 43 67 1

395 1,738 5,649

0 63% 3 66% 11.89%

30 133 432

67 297 984

169 745 2,423

2 8 26
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333-40 416-0 416-1 416-1 416-3 416-3 601-1 601-3 601-4 601-5 601-6 601-7 601-7 601-8
Job NoivMeter Meter NorvMeter Meter Non-Meter Meter
•mie Reading Readir»g Readir>g Reacfing Reading Reading

Meter Reader 26,883 138 138 245 184 5,538 92
Percentageof Emptoyas'aTotal Wages 80 93% 0 42% 0 42% 0 74% 0 56% 16.67% 0 28%
PICA Tax 2,057 11 11 19 14 424 7
Retirement 4,586 24 24 42 31 945 16
Insurance 16,485 85 85 151 113 3,396 56
UnemploymentTax 179 1 1 2 1 37 1

Meter Reader 2,291 88 12,197 474 16,158 68
Percentageof Employee'sTotal Wages 7 32% 0.20% 38 97% 1 62% 51 63% 0 20%
PICA Tax 175 7 933 36 1,236 7
Retirement 391 15 2,081 81 2,757 15
insurance 1.491 57 7,939

86

309 10,517 57
UnemploymentTax 16 1 3 114 1

Marlru/MeterTester/OtherMaintenance 4,777 4,758 22,644 8,700 291
Percentageof Employee'sTotal Wages 11 60% 11.56% 55 00% 21.13% 0.71%
PICA Tax 365 364 1,732 666 22
Retlremsnt 816 612 3,863 1,484 50
hsurance 2,364 2,354 11,203 4,305 144

UnemploymentTax 26 26 122 47 2

Martna

Parcentageof Empioyoe'aTolaJWages
PICA Tax

LfnemptoymentTax

Marina

Percentageof Employee^Total Wages
PICA Tax

UrwmpjoymentTax

Marina

Percentagsof Empkjyoe'aTotal Wages
PICA Tax

UnempioymsntTax

Mariru

Percentageof Empfoyee'eTotal Wages
PICA Tax

UnemptoymerrtTax

Marina

Percentageof Employte'sTotal Wages
PICA Tax

UrwfnptoymentTax

Maiina

Percentageof Employee'eTotal Wages
PICA Tax

UnemploymentTax

Total Pro PormaPleldandOflce Wages 2,686 71,285

7,016

100 00%

538

222

6,432

100.00%

645

222

8,600

1OT,00%

658

222

1,992

100.00%

152

222

2,752

100 00%

211

1,896

1M,00%

145

222

35,226
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Job

"ntto

Percentageof TotaJFieW andOfico
Wages(ExcludesWageOverheads)

Gentral Manager^Oflce

GerwaJManetger
Percentageof Employee'sTotaJWages
PICA Tax

Retirement

trtsurance

UnemploymentTax

AssistantGeneral Manager
Percentageof Employee'sTotaJWages
FCATax

Retirement

Insurance

UnemploymentTax

ProjectManager
Percentageof EmpJoyee'aTotal Wages
PICA Tax

l^tirement

Insurance

UnemploymentTax

TotaJ forGerteraJManager'sOflce

Board of Commiaaloners

Commlasiomr

Commissioner

Commtesloner

TotaJ for Boardof Commtaaioners

Part-TimeEmployees

OfBce - Part Trme

Parcentageof Employee's TotaJWages
PICA Tax

Retirement

Insurance

UnemploymerttTax

Maintenance• Part Time

Percentageof EmpJoyee'aTotaJWages
FJCATax

Ratirement

Irtaurance

UnemploymentTax

TotaJPro FormaWages and Overheads $

TotaJ For All Accounts

133-40 416-0 416-1 416-1 416-3 416-3 601-1 601-3 601-4 601-5 601-6 601-7 601-7 601-8 675-2
Non-Meter Meter Non-Meter Meter Non-Meter Meter
Readjrtg Reading Reading Reeding Reading Reading

0 26% 19 64% 18.62% 1 35% 7 84% 0 36% 1 43% 19 69% 0 09% 2.50% 16 93% 7 60% 1 49% 0 04% 1.99%

206 15,654 15,078 1,082 6,201 280 1,146 15,775 72 2,003 13,563 6,153 1,194 32 1,594
0 26% 19 64% 16 62% 1 35% 7 04% 0 35% 1 43% 19 69% 0.09% 2 50% 16 93% 7.68% 1.49% 0 04% 1.99%

16 1,198 1,153 83 480 21 86 1,207 6 153 1,038 471 91 2 122
36 2 671 2 572 185 1 072 48 195 2,691 12 342 2,314 1,050 204 5 272
53 3,980 3,834 275 1,597 71 291 4,011 18 509 3,449 1,564 304 e 405

1 43 42 3 17 1 3 44 0 6 38 17 3 0 4

167 12,501 12,117 869 5,048 225 921 12,677 56 1,610 10,900 4,946 959 26 1,281
0.26% 19 54% 10 82% 1 35% 7.84% 0 35% 1 43% 19 69% 0.09% 2 50% 16.93% 7 68% 1 49% 0 04% 1.99%

13 962 927 66 386 17 70 970 4 123 834 378 73 2 98
29 2,146 2,067 146 881 38 157 2,163 10 275 1,860 844 164 4 219
53 3,980 3,834 276 1,597 71 291 4,011 18 509 3,449 1,664 304 8 405

1 43 42 3 17 1 3 44 0 6 38 17 3 0 4

127 9,526 9,175 658 3,022 171 697 9,599 44 1,219 8,253 3,744 726 19 970
0 26% 19 54% 1882% 1.36% 7 84% 0.35% 1 43% 19.69% 0 09% 2.50% 16.93% 7 68% 1 49% 0.04% 1 99%

10 729 702 50 292 13 53 734 3 93 631 288 56 1 74
22 1,625 1,565 112 652 29 119 1,638 7 208 1,400 639 124 3 166
53 3,980 3,834 275 1,597 71 291 4,011 18 509 3,449 1,564 304 8 405

1 43 42 3 17 1 3 44 0 6 38 17 3 0 4

492

492

492

1,477

2,667

33 33%

219

74

528

46.32%

40

474

474

474

2,827

32 87%

216

104

9 12%

8

34

34

34

196

196

660

6.51%

43

36

3.16%

3

1.060

36

36

36

496

496

496

63

63

63

427

427

427

408

35.79%

31

194

194

194

2,347

27 29%

180

38

38

38

64

6.61%

5

60

50

60

S 696.648 t 674.047 t 4a9ae t 238.376 $ 10,604 t 44.0CB $ 602.606 t ^965 $ 79.043 $ 506.633 S 246,097 $ <6.046 t 1,382 $ 41,402 t
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AttachmentE

Staff's adjustments to the test-year depreciationexpensethat Wood Creek
reportedfor its regulated and nonreguiated operations are shown and explainedbelow.

Regulated

Nonrequlated
Boat Ramp

and

Water Sewer Bait Shoe
East

Laurel

West

Laurel (Ref.)

AssetsNot Shared $ 802,253 $283,351 $ 564
SharedAssets

Water Meters

Pro Forma

Less: Test-Year

Adjustment

32,139
(5,070)

9,112

5,070

107 $13,943 $18,795

829,322 297,533
(903,468) (388,194)

13,943 18,795

$ (74,146) $(90,661) $ 671 $13,943 $18,795

0) Pro FormaDepreciationon Assets that areNot Shared. Thecalculationof
pro forma depreciationexpense onassetsthat arededicatedto either the Water
Division, SewerDivision, or Boat Dock and Bait Shopareshown in thetablesbelow.
Note that thesetablesdo not include all of the unsharedassetslisted on the plant
ledgerprovided in theApplication. The tablesincludeonly the assetsupon which test-
yeardepreciationwasaccrued.Assetsthatdid not accruetest-yeardepreciation,such
asland andassetsthatwerefully depreciatedprior to the beginningof the testyear,are
not shown. Also notethattherearemanyassetsshownin the tablesthatappearinside
the areasthat areshadedin gray. Staff madeno adjustmentsto theseassets.Their
pro forma depreciationis the sameastheir test-yeardepreciation. Adjustmentswere
madeonly to theassetsthat areoutsidethe shadedareas.

WaterDivision UnsharedAssets

Wood Creek'sPlant Ledger
ItemNo. AssetTitle

4 Plant Furnace

i 474 Cabinetsat Plant
475 3 Ton HP/Duct PTS/Lab
90 Computer- Plant
92 Computer& Printer - Lab

243 Structures& Improvemen
434 Plant Gate& Sign
472 Sign at Plant
473 Gateat Plant

1,172

8,900

. 4.480
2,976

1,873
795,118

4,662

4,662

1,392

NARUC Proposedby Staff
Acct. No. Life Depreciation

40 $ 29

40 223

40 112

22,718

133

133

40



WaterDivision UnsharedAssets

Wood Creek'sPlant Ledger
Item No. /^setTitle

402 Structuresand Improvem
403 Structuresand Improvem
404 Structuresand Improvem
405 Structuresand Improvem
406 Roof-Plant

407 Roof-ChemicalBuilding
408 StorageBuilding
410 Fence

497 New Water Plant

500 Structure& Improvement
264

245 Collecting&Impounding " J
• 246 Supply Mains

481 PulseFeederPump
511 Pumping Equipment ^
247 Electric PumpingEquipme
248 Electric PumpingEquipme
249 Electric PumpingEquipme
250 Electric PumpingEquipme
251 Electric PumpingEquipme
252 ElectricPumpingEquipme
253 Electric PumpingEquipme
254 Electric PumpingEquipme
255 ElecPumpEquip Vaughn
451 ElectricPumpingEquipme
510 Pumping Equipment
413 WaterTreatmentEquipme
423 PressureRecorder

424 Recorders

425 Chlorine Machine
426 Air Compressor
427 Chemical Pump
428 Water Treament Equipme
429 Recorder

430 WaterTreamentEquipme
431 ChemicalFeedAddition - SE
432 Water Treament Equipme
433 Water Treament Equipme
498 New WaterPlant
502 Water Treament Equipme

NARUC

Acct. No.

Proposedby Staff
Life Depreciation

234,229 331 40 $ 5,856
559,813 331 40 13,995
735,684 331 40 18,392

1,870,601 331 40 46,765
16,000 331 40 400

6,575 331 40 164

1,700 331 40 43

448 331 40 11

6,145,882 331 40 153,647
179,869 331 40 4,497
795,118 390 35 22,718

30,880 312 50 6181
4,484 343 50 901

12,982 332 35 371

5,196 324-7 20 260l
9,100 321 40 228

86,906 321 40 2,173
132 321 40 3

310,976 321 40 7,774
80 321 40 2

4,822 321 40 121

21,807 321 40 545

47,340 321 40 1,184
210,000 321 40 5,250

12,099 321 40 302

^^119,530 324-7 20 5,977
;] 906 50 18

326 - -

649 394 20 32

ft 2,285 332 25 91 j
1,495 394 20 75

.1,001, 328' 25 m.rn
656 332 35 19

573 394 20 29

12,445 332 35 356

191,041 332 35 5,458
2,461 332 35 70

22,500 332 35 643

6,189,620 7::.I 331 40 154,741
31,442 332 35 898
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WaterDivision UnsharedAssets

Wood Creek'sPlant Ledger
ItemNo. AssetTitle

265 Dist Reservoirs &Standpipes
266 Distb. Reservoirs& Stand

267 Distb. Reservoirs& Stand

268 Distb. Reservoirs& Stand

269 Distb. Reservoirs& Stand

270 DistReservoirs& Standpipes
271 Dist Reservoirs &Standpipes
272 Fenceat Plant

273 Tank

274 WaterTank

275 Reservoirs andStandpipes
276 Vaughn Ridge Tank

277-503 Transmissionand Dist Mains
512 Trans& Dist Mains

569-579 Trans& Dist Mains

598-607 Transm&Distrib Mains |
339 Services

340 Services

341 Services

342 Services

343 Services

344 Services

345 Services

346 Services

347 Services

348 Services

349 Services

350 Services

351 Services

453 Services

483 Services

504 Services

513 Services

570 Services

580 Services

599 Services riSHBBHSBI
608 Services

373 Meters

374 Meters

89,960

309,159

37,509
8,317

217,958
850

775,776

6,495
7,540

21,851

308

577,509
10,735,815

68,497

ip^ 49,299
92,920
36,691
42,574

59,841

46,053

36,553

44,506

44,834

38,330

68,512

73.177
58,561

60,974

75,866

Plj;184,232
60,436

60,144

20.178

47,620

48,858

P 11,821
m 23,999

1,565
14,968

NARUC Proposedby Staff
Acct. No. Life Depreciation

342 50 $ T79
342 50 6 18

15,516'^
130"?
151

437

6.

11.550-

214,716
1,370

986g

1,419
1,995

1,535

1,218

1,484
1,494

1,278

2,284

2,439

1,952

2,032

2,529

,1.685
2,015

2,005

673

1,587

1,629

296I
6001
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WaterDivision UnsharedAssets

Wood Creek'sPlant Ledger
Item No. AssetTitle

375 Meters

376 Meters

377 Meters

378 Meters

379 Meters

380 Meters

381 Meters

382 Meters

383 Meters

455 Meters

484 Meters

505 Meters

514 Meters

571 Meters

581 Meters

609 Meter & Meter Installations
600 Meters

396 Hydrants
397 Hydrants
398 Hydrants
399 Hydrants
400 Hydrants
401 Hydrants
454 Hydrants
485 Hydrants
506 Hydrants
515 Hydrants
582 Hydrants
610 Hydrants
256 Temporary Dams
584 Telemetry
618 CommunicationEquipment

14,924

34,122

50,283

66,762

143,868

53,048
36,138

120,746

33,969
76,012

21,073

31,888
64,793

24,643
75,317

113,875

35,912
5,941

7,174

2,151
4,054

7,935

25,967

8,792

6,350
6,532

10,979

8,869
10,192
21,732

2,980

18,500

NARUC

Acct. No.

Pro FormaDepreciationon AssetsUsedOnly by theWaterDivision

Proposedby Staff
Life Depreciation

35 $

35

426

975

1,437

1,907

4,111

1,516

1,033

3,450
971

2,172

602

911

1,851

704

2,152

•r; 2,53i|
w,'. 798i

149

179

54

101

198

649

220

159

163

274

222

255

435

2981
1.8501

802,253
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SewerDivision UnsharedAssets

Wood Creek'sPlant Ledger
ItemNo. AssetTitle

4^, 519 Structure& Improvement
521 Structure& Improvement

. 578 Structure& Improvements
ji 589 Structuresand Improvements
^ 520 CollectionSewerA
S , 522 CollectionSewers

' 523 CollectionSewers
^ 524 CollectionSewers
> 525 CollectionSewers
' 526 CollectionSewers

527 CollectionSewers
528 CollectionSewers
529 CollectionSewers
574 CollectionsForceMain
590 CollectionsForceMain
602 Collection ForceMain
542 Pumps
543 Pumps
544 Pumps
545 Pumps
577 Electric PumpingEquipment
592 Electric PumpingEquipment
617 Electric Pumping Equipment
548 56,264ServiceLines
552 Services

553 Services

554 Services

555 Services

556 Services '
557 Services

558 Services

575 Services

591 Services

603 Services "•

616 Services
562 ReceivingWells/PumpPit
563 ReceivingWells/PumpPit
564 Receiving Wells/Pump Pit
565 ReceivingWells/PumpPit
566 ReceivingWells
576 Receiving Well &Pumps
604 RecWells & Pumps
605 Electric Pump

NARUC

Acct. No.

Proposedby Staff
Life Depreciation

$ 7 290 390 20

8,375 390 20

20,220 390 20

1,143 390 20

1,401,954 40

120,364 40

8,626 40

762,695 40

28,218 40

119,022 40

3,624 40

1,079,888 40

18,182 40

772,400 40

«:.2,772 40
11,061 40

35,948 324-7

38,849 324-7 7

994,788 324-7 35

96,812 324-7 7

285,175 324-7 35

117,263 324-7 7

93,744 324-7 20

140,660 345 10

11,325 345 10

41,600 345 10

29,329 345 10

32,002 345 10

130,690 345 10

146,685 345 10
89,191

100,804
345 10

345 10

130,538 345 10

49,702 345 35

86,857 345 35

75,000 321 40

4,259 321 40
3,409 321 40

24,549 321 40

20,982 321 40

15,920 321 40

4,680 321 30

58.930 324-7 20

365

419

1,011
57

35,049

3,009
216

19,067

705

2,976
911

26,997|
4551

49,31CJ
. 69

277

P5,550
28,423
13,830
8,148

16,752

4,687
14,066

1,133
4,160

2,933
3,200

13,069
14,669

8,919

10,080^,
13,054'
1.4201
2,4821
1,8751

106

85

614

525

398

156

2,947

Pro FormaDepreciationonAssetsUsedOnly by the SewerDivision
283,351
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 *Denotes Served by Email                                         Service List for Case 2015-00428

*Wood Creek Water District
1670 Hal Rogers Parkway
P. O. Box 726
London, KY  40743

*Dewayne Lewis
Wood Creek Water District
P. O. Box 726
London, KY  40743

*Mr. Kenneth Taylor
Kenvirons, Inc.
452 Versailles Road
Frankfort, KENTUCKY  40602


