July 17, 2006

%,
Ms. Beth O’Donnell %

i

Executive Director S /“ _ %
Kentucky Public Service Commission D ”"),;9 6\
P.0. Box 615 0 o, O
Frankfort, KY 40602 &, %

%R

03570

Dear Ms. O’Donnell: C% /2)(9 ﬁ&d/tp '@9%6“

Western Pulaski County Water District hereby notifies the Public Service Commission,
pursuant to 807 KAR 3:001, Section 10(2) and 807 KAR 5:011, Section 8(1), of its
intention to file an application for a general adjustment of water rates, using a historical
test period, no sooner than four (4) weeks following your receipt of this notice. A copy
of this shall be served upon the Attorney General, Office of Rate Intervention.

s

Sincerely,

Chairman 71 MI/

Western Pulaski County Water District

Cc: Attorney General, Office of Rate Intervention



Ernie Flelcher Lajuana 5. Wiicher
Governotr

Commonwealth of Kentucky Secretary
Environmentai and Public Protection Cabinet
Public Service Commission
211 Sower Blvd.
P.O.Box 615
Frankfort, Keatucky 40602-0615
Telephone: (502) 564-3940
Fax: (602) 564-3460

June 13, 2006

Ms. Amy Jo Kelley

Western Pulaski Water District
1059 West Highway 80
Somerset, KY 42503

Dear Ms. Kelley:

Enclosed please find a copy of the proposed rate application which Commission
Staff has completed for Western Pulaski Water District. This application reflects
operations using financial information for the year 2004, adjusted for any known and

“measurable changes occurring since then. The application is prepared based upon a
revenue increase of $232,763 (or 13.4%), as shown on page 2 of the application.

While the application reflects Staff's recommended revenues and rates, Western
Pulaski is under no obligation fo file it. In addition, if management would like to meet
with Staff to discuss our recommendations, or to provide additional information for our
consideration, we would be pleased to do so at your convenience. :

If Western Pulaski decides to pursue the recommended rate increase, the District
needs to properly notify its customers of the proposed rate increase, have an officer of
the District sign the application on pages 3 and 4, and return an original and 10 copies
of the application to the Commission. A copy should also be sent to the Office of the
Attorney General at P.O. Box 2000, Frankfort, KY 40602-2000. In addition, the
District will need {o attach a copy of its articles of incorporation and any
amendments of them as Exhibit 10 to the application. If the application is properly
filed, the Commission will process it as quickly as possible. However, the District
cannot begin charging new rates until such time as the Commission has granted its
approval of such rates by a written Order.

If you have any questions about the application, please contact me at (502) 564-
3940, ext. 453. Thank you for your cooperation, and it has been a pleasure to work with
you on this matter.

Sincerely,

MInberg ' ‘

Division of Financial Analysis



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
THE APPLICATION OF THE WESTERN PULASKI ) o370
COUNTY WATER DISTRICT FOR APPROVAL OF ) CASE NO. 2006-3544%
INCREASED RATES FOR WATER SERVICE )

STATEMENT AND NOTICE

Western Pulaski County Water District ("Western Pulaski”), by counsel, pursuant
to KRS 278.180 and KRS 278.190, hereby. petitions the Commission for approval of a
proposed increase in its water rates and charges. In support of its application, Western
Pulaski respectfully states as follows:

1. Western Pulaski is a non-profit water district that has been engaged in the
distribution and sale of water. it currently provides water service to approximately 7,212
customers in Pulaski, Russell and Wayne counties in Kentucky. Western Pulaski i
organized under KRS Chapter 74, attached are its articles of incorporation and am
amendments thereto. Western Pulaski's _principai office, place of business, and mailing

address is 1059 West Highway 80, Somerset, Kentucky 42503.

2. The proposed increase in the rates and charges is necessary for Wester
Pulaski to meet its operating expenses, to maintain financial viability, and fo continue t

provide adeguate service.

3. As authorized by KRS 278.192(1), and for the purpose of justifying tr

reasonableness of the proposed general increase in rates, Western Pulaski has utilize



an historical test period consisting of the twelve (12) consecutive calendar months
ending December 31, 2004.

4. Western Pulaski's annual reports are on file with the Public Service
Commission as required by 807 KAR 5:006, Section 3(1).

5. Western Pulaski hereby gives notice to the Public Service Commission of
the adjustment of its rates to those rates set forth in Exhibit No. 1 in the filing
requirements. The proposed rates will result in increased annual revenues of $232,763,
which is an increase of 13.4 percent over normalized revenues from water sales of
$1,737,800.

6. The proposed tariffs (Exhibit No. 1) are shown in comparative form on the
same sheets, side by side, and those comparative sheets are identified as Exhibit No. 2
in the filing requirements.

7. Western Pulaski has complied with 807 KAR 5:011, Section 9, (2) and 807
KAR 5:001, Section 10, (3) and (4), by delivering to newspapers of general circulation i
its service area a copy of the Notice identified as Exhibit No. 8 in the filing requirements
for publishing once a week for three consecutive weeks in a prominent manner, the firs
of said publications to be made no later than seven (7) days after ? — 30 , 2006.

8. A copy of this filing has been mailed to the Utility Intervention and Ra’
Division of the Attorney General's office of the Commonwealth of Kentucky.

9. As required by 807 KAR 5:001, Section 10, (4), (f), Western Pulaski w
post a copy of its Customer Notices (Exhibit No. 8) at its place of business :

Q-30 2006 and it will remain posted until the Public Service Commission h

determined Western Pulaski's rates.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
THE APPLICATION OF THE WESTERN PULASKI ) o370
COUNTY WATER DISTRICT FOR APPROVAL OF ) CASE NO. 2006-3544%
INCREASED RATES FOR WATER SERVICE )
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reasonableness of the proposed general increase in rates, Western Pulaski has utilize



10.  The list of the documents filed in support of Western Pulaski's application
for approval of the proposed adjustment of rates or the explanation for their absence is
contained in the Filing Requirement Index.

WHEREFORE, the Applicant, Western Pulaski County Water District requests
that the Public Service Commission of Kentucky grant to the Applicant its proposal to

increase its rates and charges as set forth in this Petition.

Dated at Somerset, Kentucky this A Zlgw .
¥

WESTERN PULASKI WATER DISTRICT

" {Chéairman

LAW FIRM OR ATTORNEY

; A . ,,//
By ////é%/ﬂw A/ /;,%/)//ﬁ\y

“(Attorney’s Name)
(Attorney’s Address)
(Post Office Box)
Somerset, Kentucky 4xxxx
(606) xxXxX-XxXxX




COMMONWEALTH OF KENTUCKY )

)SS
COUNTY OF PULASKI )

The undersignedhﬁtm P@[{(ﬂ/ , being duly sworn, deposes and states he is th
Chairman of the Western Pulaski Water District, Applicant, in the above proceedings
that he has read the foregoing Application and has noted the contents thereof; that th
same is true of his own knowledge, except as to matters which are there in stated o
information or belief, and as to those matters, he believes same to be true.

INOZESTIMONY WHEREOF, witness the signature of the undersigned on th

q.-
/fow Calbh

, Chairman
Western Pulaski Water District

Subscribed and sworn to before me by fbv CALRR  , Chairman of the Westel
Pulaski Water District, on this Qugut | , 2006.

My Commission Expires _Dxemfer 19, 2009

-

XQNM\ WMMW,

Notary Public
In and for said County and State
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Western Pulaski County Water District

CANCELLING P.S.C. KY. NO.

{Name of Utility)

FOR Pulaski, Wayne & Russell Cos. Kentucky

Community, Town or City
P.S.C. KY. NO.

SHEET NO.

SHEET NO.

RATES

A. MONTHLY RATE:

5/8” x 3/4” Meter

First 2,000 gallons $12.70 Minimum Bill
Over 2,000 gallons 4.50 per 1,000 gallons
1" Meter
First 10,000 gallons $48.70 Minimum Bill
Over 10,000 gallons 4.50 per 1,000 galions
1 1/2” Meter
First 15,000 gallons $71.20 Minimum Bill
Over 15,000 gallons 4.50 per 1,000 gallons
2" Meter
First 20,000 gallons $93.70 Minimum Bill
Over 20,000 gallons 4.50 per 1,000 gallons
DATE OF ISSUE
Month / Date / Year

DATE EFFECTIVE

) Month / Date / Year
ISSUED BY
Officer)
TITLE

BY AUTHORITY OF ORDER OF THE PUBLIC

SERVICE COMMISSION

IN CASE NO.




FOR Pulaski, Wayne & Russell Cos. Kenfucky

Community, Town or City

P.S.C. KY. NO.

SHEET NO.
Western Pulaski County Water District CANCELLING P.S.C. KY. NO.

(Name of Utility) SHEET NO.
RATES

E. Purchased Water Rates: Rate

$2.50 per 1,000 gallons
F. Leak Adjustment $3.20 per 1,000 gallons

DATE OF ISSUE

Month / Date / Year
DATE EFFECTIVE

Month / Date / Year
ISSUED BY

(Signature of
Officer)
TITLE

BY AUTHORITY OF ORDER OF THE PUBLIC
SERVICE COMMISSION

IN CASE NO. DATED







Western Pulaski Water District

Tariff Sheets




Western Pulaski County Water District

CANCELLING P.S.C. KY. NO.

FOR Pulaski, Wayne & Russell Cos. Kentucky

Community, Town or City
P.S.C. KY. NO,
SHEET NO.

(Name of Utility) SHEET NO.
RATES
A. MONTHLY RATE:
Current Proposed
5/8”" x 3/4” Meter
First 2,000 gallons $40-00-Minimum-Bill $12.70 Minimum Bill
Over 2,000 gallons 4.50-per-1;000-gallops 4.50 per 1,000 gallons
1" Mgt-e—!:
First 10,000 gallons $46:00-Minimum-Bill $48.70 Minimum Bill
Over 10,000 gallons 4.50-per-1+000-gallens 4.50 per 1,000 gallons
11/2" Meter
First 15,000 gallons $68.50-Minimum-Bill $71.20 Minimum Bill
Over 15,000 gallons 4.50-per-1,000-gallens 4.50 per 1,000 gallons
2" Meter
First 20,000 gallons $94+00-Minimum-Bill $93.70 Minimum Bill

Over 20,000 gallons 450 per1;000-gallens 4.50 per 1,000 gallons

DATE OF ISSUE

Month / Date / Year
DATE EFFECTIVE

Month / Date / Year
ISSUED BY

(Signature of
Officer)
TITLE

BY AUTHORITY OF ORDER OF THE PUBLIC
SERVICE COMMISSION

IN CASE NO. DATED




Western Pulaski County Water District
(Name of Utility)

FOR Pulaski, Wayne & Russell Cos, Kentucky

Community, Town or City
P.S.C. KY. NO.
SHEET NO.

CANCELLING P.S.C. KY. NO.

SHEET NO.

RATES

E. Purchased Water Rates:

Rate

$2.50 per 1,000 gallons

F. Leak Adjustment $2:50-per-1;000-gallens  $3.20 per 1,000 gallons

DATE OF ISSUE

Month / Date / Year
DATE EFFECTIVE

Month / Date / Year
ISSUED BY

(Signature of
Officer)
TITLE

BY AUTHORITY OF ORDER OF THE PUBLIC
SERVICE COMMISSION

IN CASE NO. DATED







W. Pulaski WD-ExhibitNo.3 | 2004 | Adjustments Proforma
Income Statement with Proposed e =
Increase Included B B
Metered Sales $1,607,074 $130,526 $1,970,363
$232,763
Other Water Revenue 56,225 0 $56,225
Tot. Op. Revenues $1,663,299 $363,289 $2,026,588
Employee Salaries $176,788 $3,652 $180,440
Officer Salaries 8,683 0 $8,683
Empl. Pensions/Benefits 27,199 0 $27,199
Purchased Water 823,358 ($61,766) $761,592
Materials/Supplies 126,217 ($25,355) $100,862
Contract Sev. — Eng. 3,723 0 $3,723
Contract. Serv.-Acct. 6,000 0 6,000
Contract. Serv.-Legal 663 ($663) 0
Contract. Serv.-Testing 5,901 0 $5,901
Contract Serv. - Other 79,481 0 $79,481
Rental of Bldg/Property 8,400 0 $8,400
Transportation Exp. 15,176 0 $15,176
Insurance-Vehicles 3,579 0 $3,579
Ins.-Gen. Liability 24,453 0 $24.453
Ins.-Workers Comp 7,206 0 $7,206
Ins. - Other 2,325 0 $2,325
Advertising Expense 340 0 $340
Bad Debt Expense 1,854 0 $1,854
Misc. Exp. 59,467 0 $59.,467
Tot. Water Util. Exp. 1,380,813 ($84,132) 81,296,681
Depreciation Expense $377,704 $12,287 $389,991
Taxes OT Income $18,325 ($1,513) $16,812
Total Op. Expenses $1,776,842 (73,358) $1,703,484
Total Op. Income (5113,543) $436,647 $323,104
Interest Income $11,855 ($8,121) $3,734
Interest Expense $192,953 $3,588 $189,365
Net Income ($294,641) $432,114 8137473
Proforma Expenses $1,703,484
Debt Service Coverage $326,838
Revenue Requirement $2,030,322
Less Normalized Revenue $1,793,825
Less Interest Income $3,734
Requested Increase (13.4%) $232,763




WESTERN PULASKI COUNTY WATER DISTRICT
BALANCE SHEETS

December 31, 2004 and 2003

ASSETS

Current Assets
Cash and cash equivalents
Accounts receivable (Note 4)
Prepaid insurance

Total Current Assets

Restricted cash

Fixed Assets

Utility plant in service

Accumulated depreciation (Notes 1 and 6)
Total Fixed Assets

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
Current Liabilities
Accounts payable and accrued liabilities
Accrued interest
Advance for construction
Current portion of long-term debt
Total Current Liabilities

Long Term Liabilities
Bonds payable
Tota] Long-Term Liabilities

FUND EQUITY
Tap fees
Federal grants in aid of construction
Retained earnings
Appropriated
Unappropriated (Note 8)
Total Fund Equity

TOTAL LIABILITIES AND FUND EQUITY

2004 2003
$ 220,598  $ - 270,206
283,013 355,736
4,271 5,100
507,882 631,042
478,920 426,823
13,932,516 13,193,740
(3,673,833) (3,296,128)
10,258,683 9,897,612
$ 11245485  $ 10,955,477
$ 116359  $ 115,388
96,759 98,159
457,077 360,892
75,000 58,000
745,195 632,439
4,042,000 4,117,000
4,042,000 4,117,000
2,554,256 2,447,296
4,639,777 4,199,342
136,730 136,730
(872,473) (577,830)
6,458,290 6,206,038
$ 11,245,485  $ 10,955,477

See independent auditor's report and notes to financial statements.






Western Pulaski WD | 2004 | Adjustments | Ref. Proforma
Exhibit No. 4 e "{  : L b .
Metered Sales $1,607,074 $130,526 $1,737,600
Other Water Revenue 56,225 0 $56,225
Tot. Op. Revenues $1,663,299 $130,526 (A) $1,793,825
Employee Salaries $176,788 $3,652 (B) $180,440
Officer Salaries 8,683 0 $8,683
Empl. Pensions/Benefits 27,199 0 $27,199
Purchased Water 823,358 (361,766) | (O $761,592
Materials/Supplies 126,217 $1,200 | (D) $100,862
($26,555)
Contract Sev. — Eng. 3,723 0 $3,723
Contract. Serv.-Acct. 6,000 0 6,000
Contract. Serv.-Legal 663 ($3663) | (E) 0
Contract. Serv.-Testing 5,901 0 $5,901
Contract Serv. - Other 79,481 0 $79,481
Rental of Bldg/Property 8,400 0 $8,400
Transportation Exp. 15,176 0 $15,176
Insurance-Vehicles 3,579 0 $3,579
Ins.-Gen. Liability 24,453 0 $24,453
Ins.-Workers Comp 7,206 0 $7,2006
Ins. - Other 2,325 0 $2,325
Advertising Expense 340 0 $340
Bad Debt Expense 1,854 0 $1,854
Misc. Exp. 59,467 0 $59.467
Tot. Water Util. Exp. 1,380,813 (884,132) 51,296,681
Depreciation Expense $377,704 $12,944 () $389,991
($1,558)
$901
Taxes OT Income $18,325 ($1,513) | (G) $16,812
Total Op. Expenses $1,776,842 (73,358) $1,703,484
Total Op. Income (3113,543) $203,884 $90,341
Interest Income $11,855 ($8,121) (H) $3,734
Interest Expense $192,953 $3,588 Q) $189,365
Net Income (5294,641) $199,351 ($95,290)
Proforma Expenses $1,703,484
Debt Service Coverage $326,838
Revenue Requirement $2,030,322
Less Normalized Revenue $1,793,825
Less Interest Income $3,734
Requested Increase (13.4%) $232,763




Debt Service(RD Bonds):
1/1/06 - $79,000 Principal
1/1/07 - $82,500 Principal
1/1/08 - $87,500 Principal

Total - $249,000/3 = § 83,000 Average

Interest for 2005 = $189,365
Total Debt Service = $272,365
DSC at 1.2x = $326,838

Explanatory Notes

A. Normalized Revenues based upon Commission Staff’s billing analysis.

B. Normalized Salaries Expense based upon salaries and wage rates in effect in January

2006 :
Positon. | weekly|  previous| Increase| = Proforma
Office Manager hired in 2006 $24,000 $24,000
Amy Jo Kelly $26,500 $1,500 $28,000
Glinda Mathis ($8.50 to $9) $360 $1,040 $18,720
Patricia Marcum ($7.75 to $8.50) $340 $1,560 $17,680
Kevin Marcum (Now $14.50) $580 $30,160
Sam Hudson (Now $12.25) $490 $25,480
Joe McClinton ($8.50 to $9.50) $380 $2,080 $19,760
Jaycee Shepherd ($7.50 to $8) $320 $1,040 $16,640
$149,220 $31,220 $180,440

C. Purchased Water Expense based upon normalized sales and an adjustment to reflect

allowable line loss.

100% Purchases at $2 perthousand | 2004 | Normalized
100% Purchases (Th. Gallons) 411,663 393,958.390
Purch. Water Expense $823,358 $787,917
Sales (Gallons) (82.16%) 338,206,000 | 323,676,226
Line Loss (17.84%) 73,457,000 |  70,’2‘82,‘16‘4
Total 411,663,000 | - ,3,93,'9‘558,390 :
Total if 15% line loss 397,889,410 | 380,795,550
Excess line loss gallons 13,773,590 | 13,162,840
X $2 per thousand $200|  $2.00
Line Loss Adjustment $27,548 |  $26,325
Purchased Water Expense $823,358 - , ' k;l; $787,917 ;
Line Loss Adjustment $27,548 |  $26,325
Allowable Purchased Water Expense $795,810 |  $761,592




D. Materials and Supplies Expense adjusted to increase postage expense by $1,200 per
year based on recent increases in postage rates, and to exclude the following nonrecurring
capital expenditures:

Date S o o - Amount
9/20/04 Wilson & Roy-Coldwater Creek Repair $15,465
10/7/04 | Neptune Equipment - Meters $3,150
11/19/04 | Wilson & Roy-Tick Ridge Fire Dept. $7,940
Total Reduction $26,555

E. Legal Expense removed because the District will now use the County Attorney for

legal work.

F. Depreciation expense was adjusted to normalize for plant added during 2004, an

adjustment of $12,944, as follows:

PlantItem-2004 |  Cost| Life |  Full Yrs. | 2004 Deprec. |  Adjustment
Addtors&Date |l bewee
Line Extension-6/30 $584,406 | 40 $14,610 $7,305 $7,305
Meters, Etc.-6/30 $113,805| 25 $4,552 $2,276 $2,276
Office Equipmt.-6/30 $11,873| 5 $2,375 $1,187 $1,188
Copier-12/15 $4,250 | 5 $850 $425 $425
Truck — 6/30 $17,500 5 $3,500 $1,750 $1,750
Total Adj. Total $12,944

In addition, Western Pulaski’s 2004 depreciation schedule reflected depreciation expense
of $376,146 rather than the $377,704 reported in the 2004 annual report, a reduction of
$1,558. Finally, depreciation expense was increased by $901 to allow recovery of the
capital expenditures excluded from Materials and Supplies Expense, as follows:

Date | | Amount | Life | Adjustment
.. | | (Years) |
9/20/04 Coldwater Creek Repair $15,465 40 $387
10/7/04 Neptune Meters $3,150 10 $315
11/19/04 | Tick Ridge Fire Dept. Extension $7,940 40 $199

Total |  $26,555 $901

G. Proforma Taxes Other than Income based upon a PSC Assessment Fee of $3,008 and
normalized FICA tax of $13,804 (7.65% x salaries and wages of $180,440).

H. Interest Income reduced because 68.5% of cash assets were restricted at year-end.

1. Interest Expense reduced by $3,588 to reflect more current Interest Expense.







Western Pulaski Water District

Billing Analysis

CURRENT RATES



TEST PERIOD 2004

COMBINED TABLES

METER USAGE BILLS TOTAL
SIZE REVENUE
5/8" x 3/4" 301,660,219 85,973 $1,627,707
1" 9,072,197 407 47,101
11/2" 2,004,900 12 9,034
2" 10,938,910 156 53,758
Leak 1,198,020 2,995
Adjustment

324,874,246 86,548 $1,737,600



TEST PERIOD 2004
USAGE TABLE
METER SIZE: 5/8" X 3/4"

FIRST OVER
USAGE BILLS GALLONS 2,000 2,000
FIRST 2,000 32,008 23,068,606 23,068,606
OVER 2,000 53,965 278,591,613 107,930,000 170,661,613
TOTAL 85,973 301,660,219 130,998,606 170,661,613
REVENUE TABLE
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE

FIRST 2,000 85,973 130,998,606 $10.00 $859,730
OVER 2,000 170,661,613 4.50 767,977
TOTAL 85,973 301,660,219 $1,627,707



TEST PERIOD 2004

USAGE TABLE
METER SIZE: 1"
FIRST OVER
USAGE BILLS  GALLONS 10,000 10,000
FIRST 10,000 219 885,745 885,745
OVER 10,000 188 8,186,452 1,880,000 6,306,452
TOTAL 407 9,072,197 2,765,745 6,306,452

REVENUE TABLE

REVENUE BY RATE INCREMENT

BILLS GALLONS RATE REVENUE
FIRST 10,000 407 2,765,745 $46.00 $18,722.00
OVER 10,000 6,306,452 4.50 28,379.03

TOTAL 407 9,072,197 $47,101.03



TEST PERIOD 2004
USAGE TABLE
METER SIZE: 1 1/2"

FIRST OVER

USAGE BILLS  GALLONS 15,000 15,000
FIRST 15000 0 0 0
OVER 15000 12 2,004,900 180,000 1,824,900
TOTAL 12 2,004,900 180,000 1,824,900
REVENUE TABLE

REVENUE BY RATE INCREMENT

BILLS GALLONS RATE REVENUE
FIRST 15,000 12 180,000 $68.50  $822.00
OVER 15,000 1,824,900 450 8,212.05

TOTAL 12 2,004,900 $9,034.05



TEST PERIOD 2004

USAGE TABLE
METER SIZE: 2"
CLASS: FIRST OVER
USAGE BILLS  GALLONS 20,000 20,000
FIRST 20,000 57 167,410 167,410
OVER 20,000 99 10,771,500 1,980,000 8,791,500
TOTAL 156 10,938,910 2,147,410 8,791,500

REVENUE TABLE

REVENUE BY RATE INCREMENT

BILLS  GALLONS

RATE REVENUE

FIRST 20,000 156 2,147,410 $91.00 $14,196.00
OVER 20,000 8,791,500 450 39,561.75
TOTAL 156 10,938,910 $53,757.75



Western Pulaski Water District

Billing Analysis

PROPOSED RATES



TEST PERIOD 2004
USAGE TABLE

METER SIZE: 5/8" X 3/4"

FIRST OVER
USAGE BILLS GALLONS 2,000 2,000
FIRST 2,000 32,008 23,068,606 23,068,606
OVER 2,000 53,065 278,591,613 107,930,000 170,661t
TOTAL 85,973 301,660,219 130,998,606 170,661,¢
REVENUE TABLE
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENU!
FIRST 2,000 85,973 130,998,606 $12.70  $1,091.¢
OVER 2,000 170,661,613 4.50 767 €

TOTAL 85,973 301,660,219

$1,859,¢



TEST PERIOD 2004

FIRST OVER
10,000 10,000
885,745
1,880,000 6,306,452

USAGE TABLE
METER SIZE: 1"
USAGE BILLS  GALLONS
FIRST 10,000 219 885,745
OVER 10,000 188 8,186,452
TOTAL 407 9,072,197
REVENUE TABLE

REVENUE BY RATE INCREMENT

BILLS  GALLONS

2,765,745 6,306,452

RATE  REVENUE

FIRST 10,000 407 2,765,745 $48.70 $19,820.90
OVER 10,000 6,306,452 4.50 28,379.03
TOTAL 407 9,072,197 $48,199.93



TEST PERIOD 2004
USAGE TABLE
METER SIZE: 1 1/2"

FIRST OVER
USAGE BILLS  GALLONS 15,000 15,000
FIRST 15000 0 0 0
OVER 15000 12 2,004,900 180,000 1,824,900
TOTAL 12 2,004,900 180,000 1,824,900
REVENUE TABLE
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 15,000 12 180,000 $71.20  $854.40
OVER 15,000 1,824,900 450 8,212.05
TOTAL 12 2,004,900 $9,066.45



USAGE TABLE
METER SIZE: 2"

USAGE BILLS  GALLONS

TEST PERIOD 2004

FIRST OVER
20,000 20,000

FIRST 20,000 57 167,410 167,410
OVER 20,000 99 10,771,500 1,980,000 8,791,500
TOTAL 156 10,938,910 2,147,410 8,791,500
REVENUE TABLE

REVENUE BY RATE INCREMENT

BILLS  GALLONS

RATE REVENUE

FIRST 20,000 156 2,147,410 $93.70 $14,617.20
OVER 20,000 8,791,500 450 39,561.75
TOTAL 156 10,938,910 $54,178.95
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Western Pulaski Water District

Cost of Service Study




Allocation of Plant Value

Total Commodity | Demand Customer
Land & Land Rights $82,545 $82 545
Pumping Equipment $118,254.00 $118,254.00
Distribution Reservoirs &
Standpipes 43277 43 277
Transmission & Distribution Mains 11,248,553 11,248,553
Services 568,482 $ 568,482
Meters & Meter Installations 1,602,793 1,602,793
Hydrants 20,147 20,147
Subtotal $13,684,051 $11,492,629 | $2,191,422
Allocation Percentages 84.0% 16.0%
Office Furniture & Equipment 135,882 114,141 21,741
Transportation Equipment 103,477 86,921 16,556
Tools, Shop & Garage Equipment 9,106 7,649 1,457
Subtotal $248,465 $208,711 $39,754
Total $13,932,516 $11,701,340 | $2,231,176

Source: 2004 PSC Annual Report




Aliocation of Plant Value

Total Commodity | Demand Customer
Pumping Equipment $38,503 $38,503
Distribution Reservoirs & Standpipes 35,079 35,079
Transmission & Distribution Mains 2,584,028 2,584,028
Services 212,007 $ 212,007
Meters & Meter Installations 584,335 584,335
Hydrants 21,705 21,705
Subtotal $3,475,657 $2,657,610 $818,047
Allocation Percentages 76.5% 23.5%
Office Furniture & Equipment 104,829 80,194 24 635
Transportation Equipment 85,473 65,387 20,086
Tools, Shop & Garage Equipment 7,874 6,024 1,850
Subtotal $198,176 $151,605 $46,571
Total $3,673,833 $2,809,215 $864,618

Source: 2004 PSC Annual Report




Allocation of Operation & Maintenance Expense

Total Commodity | Demand | Customer

Salaries:

Trans/Dist. $85,300 $85,300

Customer 64,460 $64,460
Employee Pension and Benefits 27,199 19,039 8,160
Purchased Water 761,592 761,592
Materials and Supplies 100,862 64,134 36,728
Contractual Services - Engineering 3,723 3,723
Contractual Services - Accounting 6,000 6,000
Contractual Services - Testing 5,901 5,901
Contractual Services - Other 79,481 71,745 7,736
Transportation Expense 15,176 15,176
Insurance

Vehicles 3,579 3,579

Workers Comp 7,206 5,044 2,162
Bad Debt Expense 1,854 1,854
Misc. Expense — Supply 31,981 31,981

SUBTOTAL 1,194,314 761,592 | 305,622 127,100

Less Commodity 761,592

TOTAL $432,722 $761,592 | $305,622 | $127,100

Allocation Percentage 100% 70.6% 29.4%
Salaries & Wages-Admin $30,680 $21,660 $9,020
Salaries & Wages-Officers 8,683 6,130 2,553
Advertising 340 240 100
Misc. Expense 27,486 19,405 8,081
Rental of Bldg/Real Property 8,400 5,930 2,470
Insurance

General Liability 24,453 17,264 7,189

Other 2,325 1,641 684
Taxes other than Income 16,812 11,869 4,943
Subtotal 119,179 84,139 35,040
Total Operating Expenses $1,313,493 $761,592 | $389,761 $162,140

Source: Staff Field Review 2005




Allocation of Cost of ServiceFor Retail Customers

Total Commodity | Demand Customer

Operation & Maintenance $1,313,493 $761,592 $389,761 $162,
Debt Service' 326,838 274 544 52,29
Depreciation® 389,991 298,343 91t
General Water Service Cost $2,030,322 $761,592 $962,648 $308,(
Less:

Other Operating Revenue ($56,225) ($56,2

Leak Adjustment ($2,995) ($2,995)

Interest Income (3,734) (3,7.

Revenue Required from Rates $1,967,368 $758,597 $962,648 $246,1

NOTES:

'Debt Service has been allocated on the Allocation Percentage of Plant Value from plant value allocation

sheet.

*Depreciation has been allocated on the Allocation Percentage of Depreciation from depreciation allocation

sheet.




Calculation of Water Rates

First 2,000 Over 2,000
Total gallons gallons
Actual Water Sales:
Thousand Gallons 323,676,226 132,305,596 191,370,630
Percent 100% 40.9% 59.1%
Weighted Sales for Demand: 2 1
Thousand Gallons 455,981,822 264,611,192 191,370,630
Percent 100% 58.0% 42.0%
Allocation of Volumetric
Costs:
Commodity $758,597 $310,266 $448,331
Demand 062,648 558,336 404,312
Customer 246,123 246,123
Total $1,967,368 $1,114,725 $852,643
Number of Bills 86,548
Cost of Service Rates $12.88 $4.46




Proposed Monthly Water Rates

5/8" x3/4" Meter

First 2,000 gallons $12.70 | Minimum bill*
Over 2,000 gallons 4.50 | per 1,000 gallons*
1" Meter

First 10,000 gallons $48.70 | Minimum bill*
Over 10,000 gallons 4.50 | per 1,000 gallons*
1 1/2" Meter

First 15,000 gallons $71.20 | Minimum bill*
Over 15,000 gallons 4.50 | per 1,000 gallons*
2" Meter

First 20,000 gallons 93.70 | Minimum bill*
Over 20,000 gallons 4,50 | per 1,000 gallons*
Leak Adjusitment $3.20 | per 1,000 gallons*

*The cost of service rates have not been fully implemented so as
to lessen the impact on the Minimum Bill. The current rate for the
second step remains unchanged and the proposed Minimum Bill is
adjusted to produce sufficient revenues to meet the Revenue
Requirement.




Verification of Rates

Bills Gallons Rate | Revenue

5/8" x 3/4" Meter
First 2,000 gallons 85,973 | 130,998,606 | $12.70 | $1,091,857
Over 2,000 gallons 170,661,613 4,50 767,977
1" Meter
First 10,000 gallons 407 2,765,745 | 48.70 19,821
Over 10,000 gallons 6,306,452 4.50 28,379
1 1/2" Meter
First 15,000 gallons 12 180,000 | 71.20 854
Over 15,000 gallons 1,824,900 4.50 8,212
2" Meter
First 20,000 gallons 156 2,147,410 | 93.70 14,617
Over 20,000 gallons 8,791,500 4,50 39,662
Total Revenue from Rates $1,971,279
Other Income:

Other Operating Revenue 56,225

Interest Income 12,149

Leak Adjustment 1,198,020 3.20 3,834
Total Operating Revenue 86,548 | 324,874,246 $2,043,487




Comparison of Rates

Effect on Customer Average Bill - 5,000 Gallons Usage

Proposed Amount %
Current Rates Rates Increase Increase
$23.50 $26.20 $2.70 11.50%

Current Proposed
Gallon Usage Rates Rates Increase | Percentage
2,000 $10.00 $12.70 $2.70 27.0%
3,000 14.50 17.20 2.70 18.6%
4,000 19.00 21.70 2.70 14.2%
5,000 23.50 26.20 2.70 11.5%
6,000 28.00 30.70 2.70 9.6%
7,000 32.50 35.20 2.70 8.3%
8,000 37.00 39.70 2.70 7.3%
9,000 41.50 44.20 2.70 6.5%
10,000 46.00 48.70 2.70 5.9%
15,000 68.50 71.20 2.70 3.9%
20,000 91.00 93.70 2.70 3.0%
25,000 113.50 116.20 2.70 2.4%
30,000 136.00 138.70 2.70 2.0%
35,000 158.50 161.20 2.70 1.7%
40,000 181.00 183.70 2.70 1.5%
50,000 226.00 228.70 2.70 1.2%
75,000 338.50 341.20 2.70 0.8%
100,000 451.00 453.70 2.70 0.6%
150,000 676.00 678.70 2.70 0.4%
200,000 901.00 903.70 2.70 0.3%
250,000 1,126.00 1,128.70 2.70 0.2%
300,000 1,351.00 1,353.70 2.70 0.2%
350,000 1,576.00 1,5678.70 2.70 0.2%
Comparison of Rates
Current Proposed
Block Usage Rates Rates
First 2,000 gallons $10.00 $12.70
Over 2,000 gallons 4.50 4.50







Western Pulaski Water District

Customer Notice




NOTICE

Western Pulaski County Water District has filed an application with the Public
Service Commission to increase its rates for water service. The proposed

effective date of the change is ,2006.
Current Proposed Percentage
Increase

5/8” x 3/4” Meter
First 2,000 gallons $10.00 Minimum Bill $12.70Minimum Bill 27 .0%
Over 2,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%

1" Meter

First 10,000 gallons $46.00 Minimum Bill $48.70 Minimum Bill 5.9%
Over 10,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%
11/2" Meter

First 15,000 gallons $68.50 Minimum Bill $71.20 Minimum Bitl 3.9%
Over 15,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%
2" Meter

First 20,000 gallons $91.00 Minimum Biil $93.70 Minimum Bill 3.0%

Over 20,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%
Leak Adjustment 2.50 per 1,000 gallons  3.20 per 1,000 gallons  80.0%

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

Any corporation, association, body politic, or person may request leave to
intervene, by motion within thirty (30) days after notice of the proposed rate
change is given. A motion to intervene shall be in writing, shall be submitted to
the Executive Director, Public Service Commission, Post Office Box 615,
Frankfort, KY 40602, and shall set forth the grounds for the motion, including the
status and interest of the party movant. Copies of the application may be
obtained at no charge from the District office at 1059 West Highway 80,
Somerset, KY 42501. Upon request from an intervenor, the District shall furnish
to the intervenor a copy of the application and supporting documents.

Western Pulaski County Water District
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INDEPENDENT AUDITOR'S REPORT

Board of Directors

Western Pulaski County Water District
1059 West Highway 80

Somerset, KY 42503

I have audited the accompanying balance sheets of Western Pulaski County Water District as of
December 31, 2004 and December 31, 2003 and the related statements of income and retained
earnings, and cash flows for the years then ended. These financial statements are the responsibili
of the District’s management. My responsibility is to express an opinion on these financial
statements, based on my audit.

I conducted my audits in accordance with auditing standards and the standards generally accept:
in the United States of America applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and the provisions of Office of
Management and Budget Circular A-133, “Audits of States, Local Governments and Non-Profit
Organizations.” Those standards require that I plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit alsc
includes examining, on a test basis, evidence supporting the amounts and disclosures in the finar
statements. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentatios
believe that my audits provide a reasonable basis for my opinion.

In my opinion, the basic financial statements referred to above present fairly, in all material respe
the financial position of the District as of December 31, 2004 and 2003, and the results of its
operations and the cash flows of its business-type activities for the years then ended in conformit
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, I have also issued my report dated March 14,
2006 on my consideration of the District’s internal control over financial reporting and on my test
its compliance with certain provisions of laws, regulations, contracts, and grants. Those reports 2
an integral part of an audit performed in accordance with Government Auditing Standards and sho
be read in conjunction with this report in considering the results of my audit.



My audits were performed for the purpose of forming an opinion on the financial statements take:
as a whole. The accompanying schedule of expenditures of federal awards on page 10 is presente
for purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required pz
of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audits of the basic financial statements and, in my opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

mgv. Vwab

Somerset, Kentucky
arch 14, 2006



WESTERN PULASKI COUNTY WATER DISTRICT
BALANCE SHEETS

December 31, 2004 and 2003

ASSETS

Current Assets
Cash and cash equivalents
Accounts receivable (Note 4)
Prepaid insurance

Total Current Assets

Restricted cash

Fixed Assets

Utility plant in service

Accumulated depreciation (Notes 1 and 6)
Total Fixed Assets

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
Current Liabilities
Accounts payable and accrued liabilities
Accrued interest
Advance for construction
Current portion of long-term debt
Total Current Liabilities

Long Term Liabilities
Bonds payable
Total Long-Term Liabilities

FUND EQUITY
Tap fees
Federal grants in aid of construction
Retained earnings
Appropriated
Unappropriated (Note 8)
Total Fund Equity

TOTAL LIABILITIES AND FUND EQUITY

2004 2003
$ 220,598 $ 270,206
283,013 355,736
4,271 5,100
507,882 631,042
478,920 426,823
13,932,516 13,193,740
(3,673,833) (3,296,128)
10,258,683 9,897,612
$ 11,245,485 $ 10,955,477
$ 116359  $ 115,388
96,759 98,159
457,077 360,892
75,000 58,000
745,195 632,439
4,042,000 4,117,000
4,042,000 4,117,000
2,554,256 2,447,296
4,639,777 4,199,842
136,730 136,730
(872,473) (577,830)
6,458,290 6,206,038

$ 11,245,485 $ 10,955,477

See independent auditor's report and notes to financial statements.
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WESTERN PULASKI COUNTY WATER DISTRICT
STATEMENTS OF INCOME AND RETAINED EARNINGS
Decembeér 31, 2004 and 2003

2004 2003
OPERATING REVENUES
Water sales and other revenues $ 1,655,813 $ 1,717,575
Cost of water purchased (823,358) (821,315)
Electricity for pumping (31,981) (30,045)
Water analysis (5,902) (6,535)
Net operating revenue 794,572 859,680
OPERATING EXPENSES
Salaries and wages 176,788 189,180
Payroll taxes 15,317 18,377
Directors' fees 8,683 26,933
Employee benefits 27,199 26,970
Contract services 89,867 98,264
Maintenance 90,689 64,462
Office supplies and postage 35,528 41,796
Rent 8,400 8,400
Transportation expenses 20,686 23,429
Insurance 37,563 29,973
Advertising 340 4,021
Taxes and licenses 3,008 3,228
Depreciation expense 377,704 324,326
Miscellaneous expenses 8,646 24,277
Utilities and telephone 10,058 7,082
Uniforms 3,326 3,254
Professional dues 1,800 1,775
Total operating expenses 915,602 895,747
Net income (loss) from operations (121,030) (36,067)
Non-operating revenues (eXpenses)
Interest income 11,855 8,288
Miscellaneous income 7,487 25,302
Interest expense (192,953) (189,157)
Total non-operating revenues (expenses) {173,611) (155,567)
Net income (loss) (294,641) (191,634)
Retained eamings, January 1, 2004 (Note §) (441,102) (249,468)
Retained earnings, December 31, 2004 3 (735,743) 5 (441,102)

See independent auditor’s report and notes to financial statements.
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WESTERN PULASKI COUNTY WATER DISTRICT
STATEMENTS OF CASH FLOWS

December 31, 2004 and 2003

Cash Flows from Operating Activities
Net income from operating activities
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Decrease (increase) in:
Accounts receivable
Prepaid insurance
Increase (decrease) in:
Current liabilities

Net cash provided by operating activities

Cash Flows from Investing Activities
Capital expenditures
Interest income
Other income

Net cash used by investing activities

Cash Flows from Financing Activities
Principal payments on long-term debt
Interest payments
Proceeds from advances for construction
Proceeds from grants/loans
Members tap-on fees

Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, January 1, 2004
Cash and cash equivalents, December 31, 2004

Supplemental disclosures of cash flow information:
Cash paid for interest during year

2004 2003

$ (121,030) 5 (36,06

377,704 324,32
72,723 (39,69¢
829 (51(
(430) 138,085
329,796 386,138
(738,776) (2,245,695
11,855 8,288
7,487 25,302
(719,434) (2,212,105)
(58,000) (55,000)
(192,953) (189,157)
96,185 40,163
439,935 2,085,950
106,960 96,682
392,127 1,978,638
2,489 152,671
697,029 544,358

§ 699,518 $ 697,029

3 194,353 5 133,035

See independent auditor's report and notes to financial staternents.
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WESTERN PULASKI COUNTY WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2004

1. Significant Accounting Policies
The accounting policies used by Western Pulaski County Water District conform to
generally accepted accounting principles for water utilities.

The District operates under the jurisdiction of the Commonwealth of Kentucky Public
Service Commission. Revenues and expenditures are recorded using the accrual basis of
accounting. Under this method, revenues are recognized when earned rather when
received and expenditures are recognized when incurred rather than when paid.

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the dates of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual reports
could differ from those estimates.

Property, plant and equipment are stated at cost. Depreciation is computed by the
straight-line method based on the estimated useful lives of the properties. Estimated
useful lives range from 5 years on automobiles, 7 years on office equipment, 25 years on
services and hydrants, and 40 to 50 years on utility plant in service.

Supplies and materials are charged to expenditures when purchased. No amount has
been provided for inventory due to minimal amount of supplies and materials on hand at
any given time.

The District is not subject to Federal or State income taxes.

For the purpose of the statement of cash flows, the District considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash
equivalents.

2. Cash and Cash Equivalents
The District's cash and cash equivalents are held in both interest and non-interest bearing
accounts. As of December 31, 2004, the carrying amount of the District’s cash and cash
equivalents was $ 699,518 including deposits in transit and outstanding checks. The
accounts at December 31, 2004 were insured by the FDIC up to the statutory amounts,
with the amounts over the statutory amounts covered by securities pledged by the
banking institutions where the funds are deposited.




WESTERN PULASKI COUNTY WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2004

3. Utility Revenue Bond Requirements

Depreciation Fund: A depreciation fund must be maintained by the District and thert
shall be transferred from the Revenue Fund to this fund $ 820 each month for Series
2001 A Bonds, $570 each month for Series 2001B Bonds, and $570 each month for Serie
2002 Bonds. The payments shall continue until there has been accumulated and is bei
maintained, the sum of at least $98,400 for Series 2001A Bonds, $68,400 for Series 2001
Bonds and $80,400 for Series 2002 Bonds. Depreciation reserves were not funded for
years ending December 31, 2004, 2003 and 2002.

4. Accounts Receivable
Accounts receivable, as stated, do not reflect any provision for bad debts. The District
practice is to charge off uncollectible accounts at the time such accounts are determine
be worthless. In the event an account is collected after being written off, it is recorded
other revenue at the time of receipt. While this is a departure from generally accepted
accounting principles, the effect on the accompanying financial statements of not
adopting this accounting principle is not material.

5. Long Term Debt
Waterworks Revenue Bonds constitute special obligations of the Western Pulaski Cow
Water District collateralized by the water distribution system. The bonds are payable
United States Department of Agriculture, Rural Development in the following individt
issues:

Series 2001 A Waterworks Revenue Bonds: Interest rate of 5%, due in annual
installments of interest and principal with the final installment due January 2025. At
December 31, 2004, the outstanding bonds of this issue amounted to $ 1,577,000.

Series 2001B Waterworks Revenue Bonds: Interest rate of 4.5%, due in annual
installments of interest and principal with the final installment due January 2035. At
December 31, 2004, the outstanding bonds of this issue amounted to $ 1,148,000.

Series 2003A Waterworks Revenue Bonds: Interest rate of 4.5%, due in annual
installments of interest and principal with the final installment due January 2042. At
December 31, 2004, the outstanding bonds of this issue amounted to $900,000.

Series 2003B Waterworks Revenue Bonds: Interest rate of 4.5%, due in annual
installments of interest and principal with the final installment due January 2042. At
December 31, 2004, the outstanding bonds of this issue amounted to $550,000.



WESTERN PULASKI COUNTY WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2004

Schedule of maturities of long term debt:

2005 $ 75,000
2006 79,000
2007 82,500
2008 87,500
2009 93,000
2010-2012 300,500
2013-2017 603,500
2018-2022 764,000
2023-2027 720,000
2028-2032 491,000
2033-2037 471,000
2038-2042 350,000

$4,117,000

6. Property and Equipment
The cost of property and equipment at December 31, 2004 and 2003 is as follows:

2004 2003

Land and land rights $ 82,545 $ 82,545
Transmission and distribution

System 13,610,613 12,913,804

Office furniture and equipment 135,881 111,414

Vehicles 103477 85,977

Total property and equipment $ 13,932,516 $ 13,193,740
Less: Accumulated Depreciation (3,673,833) (3,296,128)

Net property and equipment 3 10,258,683 § 9,897,612

7. Retirement Plan
The District is a participating employer on the County Employee Retirement System
(CERS), which is a multi-employer defined benefit plan created by and operating under
Kentucky law that covers substantially all regular full-time employees of each county,
municipally, and other local agencies electing to participate. Upon election to participate
in the CERS, each employee has the option to participate, however, all subsequent
employees must participate and the employer is required to continue participation.




WESTERN PULASKI COUNTY WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2004

Vesting in a retirement benefit begins immediately upon entry into the system.
Participants have a fully vested interest after completion of sixty months of service
twelve of which are current service. Ata minimum, terminated employees are re
their contributions with credited interest at 4% compounded annually.

Employer contribution rates are intended to fund the System’s normal cost on a cu
basis plus one percent (1%) of unfounded past service costs per annum, plus intere
the actuarial assumed rate. Such contribution rates are determined by the Board o
Trustees of Kentucky Retirement Systems each biennial.

Correction of an Error

During completion of fieldwork for the year ended December 31, 2004, the auditor
discovered an error in the financial statements for the year ended December 31, 20(
Audited financial statements were prepared from financial statements compiled by
independent third party certified public accountant. Because comparative reports |
customarily been presented for the District, the amounts contained herein for the y:
ended December 31, 2003 have been changed to reflect the error correction, in accor
with Statements on Auditing Standards.




WESTERN PULASKI COUNTY WATER DISTRICT
Schedule of Expenditures of Federal Awards
for the year ended December 31, 2004

CFDA Expenditures

United States Department of Agriculture
Rural Utilities Services
Water and Waste Disposal Systems
for Rural Communities 10.760 3 535,631
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIALSTATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

Western Pulaski County Water District
1059 West Highway 80

Somerset, KY 42503

I have audited the balance sheets of Western Pulaski County Water District as of December 31, 2004
and December 31, 2003 and the related statements of income and retained earnings for the years then
ended, and have issued my report thereon dated March 13, 2006. I conducted my audits in
accordance with generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance

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

Internal Control over Financial Reporting

In planning and performing my audits, I considered the District’s internal control over financial
reporting in order to determine my auditing procedures for the purpose of expressing my opinion
on the financial statements and not to provide assurance on the internal control over financial
reporting. My consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of
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weaknesses. A material weakness is a condition in which the design or operation of one or mor
the internal control components does not reduce to a relatively low level the risk that misstatem
in amounts that would be material in relation to the general purpose financial statements being
audited may occur and not be detected within a timely period by employees in the normal cour:
performing their assigned functions. Inoted no matters involving the internal control over finar
reporting and its operation that I consider to be material weaknesses.

This report is intended solely for the information and use of management, Board members, fede

awarding agencies and pass-through entities and is not intended to be and should not be used b
anyone other than these specified parties.

W\ b=
Somm Kenticky

March 13, 2006
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BARRY D. DAULTON, CPA, PSC

Member AICPA
Member KSCPA
423 E. Mt. Vernon Street
Post Office Box 1424 Telephone (606) 679-9344
Soinerset, Kentucky 42502 Fax (606) 679-5545

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors

Western Pulaski County Water District
1059 West Highway 80

Somerset, KY 42503

Compliance

I have audited the compliance of Western Pulaski County Water District with the types of
compliance requirements described in the LLS. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
December 31, 2004. The District’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of the District's management. My responsibility is to express an
opinion on the District’s compliance based on my audit.

I conducted my audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that I
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An Audit includes examining, on a test basis, evidence about the
District’s compliance with those requirements and performing such other procedures as I considerec
necessary in the circumstances. I believe that my audit provides a reasonable basis for my opinion.
My audit does not provide a legal determination of the District’s compliance with those
requirements.

In my opinion, the District complied, in all material respects, with the requirements referred to abov
that are applicable to each of its major federal programs for the year ended December 31, 2004.

Internal Control Over Compliance
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Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applica
to federal programs. In planning and performing my audit, I considered the District’s internal
control over compliance with requirements that could have a direct and material effect on a majo
federal program in order to determine my auditing procedures for the purpose of expressing my
opinion on compliance and to test and report on the internal control over compliance in accordan
with OMB Circular A-133.

My consideration of the internal control over compliance would not necessarily disclose all matter
in the internal control that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce |
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Inoted no matters involving the internal control over
compliance and its operation that I consider to be material weaknesses.

This report is intended solely for the information and use of management, Board members, federa.

awarding agencies and pass-through entities and is not intended to be should not be used by anyc
other than these specified parties.

D rt—
?“"zs §

March 13, 2006
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WESTERN PULASKI COUNTY WATER DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended December 31, 2004

SUMMARY OF AUDITOR’S RESULTS

1.

The auditor’s report expresses an unqualified opinion on the financial statements of Western
Pulaski County Water District.

There are no reportable conditions disclosed in the audit of the financial statements.
There are no questioned costs reported in the audit of the financial statements.

No instances of noncompliance material to the financial statements of Western Pulaski
County Water District, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

The auditor’s report on compliance for the major federal award programs for Western
Pulaski County Water District expresses an unqualified opinion on all major federal

programs.

Western Pulaski County Water District does not qualify as a low-risk auditee.
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Western Pulaski County
Water District
1059 West Highway 80
Somerset, KY. 42503
606-679-1569
FAX
606-677-9449

September 1, 2006

Commonwealth Journal
Po Box 859

Somerset, KY. 42502
RE- Intent to file notice

To Whom It May Concern:

Enclosed you will find an intent to file that will need to run 3 times in the journal. Please
run the first ad on 10-5-06, then on 10-10-06 and finally on 10-15-06. Should you have
any questions with this please give me a call.

Sincerely,
Amy Jo Kelley



NOTICE

Western Pulaski County Water District has filed an application with the Public
Service Commission to increase its rates for water service.

Current Proposed Percentage

Increase
5/8" x 3/4" Meter

First 2,000 gallons $10.00 Minimum Bill $12.70Minimum Bill 27.0%
Over 2,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%

1" Meter

First 10,000 gallons $46.00 Minimum Bill $48.70 Minimum Bill 5.9%
Over 10,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%
1 1/2" Meter

First 15,000 gallons $68.50 Minimum Bill $71.20 Minimum Bill 3.9%
Over 15,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%
2" Meter

First 20,000 gallons $91.00 Minimum Bill $93.70 Minimum Biil 3.0%

Over 20,000 gallons 4.50 per 1,000 gallons  4.50 per 1,000 gallons 0.0%

Leak Adjustment 2.50 per 1,000 gallons  3.20 per 1,000 gallons  80.0%

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

Any corporation, association, body politic, or person may request leave to
intervene, by motion within thirty (30) days after notice of the proposed rate
change is given. A motion to intervene shall be in writing, shall be submitted to
the Executive Director, Public Service Commission, Post Office Box 615,
Frankfort, KY 40602, and shall set forth the grounds for the motion, including the
status and interest of the party movant. Copies of the application may be
obtained at no charge from the District office at 1059 West Highway 80,
Somerset, KY 42501. Upon request from an intervenor, the District shall furnish
to the intervenor a copy of the application and supporting documents.

Western Pulaski County Water District
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AFFIDAVIT OF PUBLICATION

A

1, _QD m%&mw of the Commonwealth Journal, a legal newspaper holding a second-ck

mailing permit, published daily except Mondays in Somerset, county of Pulaski, Commonwealth of Kentuc
do swear and subscribe that the attached proof of publication of a

&C}egal notice, as required and prescribed by KRS

. N ‘
[T} paid advertisement

will be pubiiﬁha{ in said newspaper in the issue of "0’6 {Q(L, “bl 1O ‘ng_7 fO, 15 !OC

for which the sum of $ 5 755 b0 is due and payable.

Signed:
Title:

(
t

8
Subscribed and swom to before me, a notary public for the County of Pulaski, Commonwealth of Kentucky,

this 4~ dayof  {ifoler 2086

v )6(1%(,(7& ‘(\émﬁuf;,

: ] C
My commnission expires Cu,ggum‘f‘ / c)f L9
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