
August 27,2009 

Public Service Commission 
21 1 Sower Blvd. 
P.O. Box 615 
Frankfort, KY 40602 

Gentlemen: 
4QQ% 06 

Enclosed please find the application of the Hickory Water District for approval 
of increased rates for water service. Also enclosed is an invoice from The Mayfield 
Messenger for the consecutive running dates of the legal ad. At the end of the pub- 
lishing the Messenger will issue us an affidavit which we will forward to you. 

If you have any concerns or questions, please feel free to contact me. 

Sincerely, 

HICKORY WATER DISTRICT 
n 

Chairman 

115 Alvin Road 
Boa ,  KY 42027 

270/856-4300 



THE MAYFIELD MESSENGER 
L P.O. BOX 709 - 201 NORTH 8TH ST. 

MAYFIELD, KENTUCKY 42066 
502-247-5223 or 151 5 

Hickory Water District 

Mayfield, KF 42066  

c / o  Mayfield Electric & Water SOLD TO L 

R-1 01 

DATE August 
2009 

NO DISCOUNT 

Hickory Water District Legal Ad Re/Rates 

8/26 /09 :  2x19 .75"=  3 9 . 5 "  @ $ 8 . 3 0  = $327.85  
9 /  2 /09:  2 x 1 9 . 7 5 " =  39 .5 "  $3 48 .30  = $327 .85  
9/  9 /09 :  2 x 1 9 . 7 5 " =  39 .5 "  @ $8 .30  = ;327.85 

cost Of Advertising Total * $983 .55  



NTUC 

BEFO SSION 

IN THE MATTER OF: 

THE APPLICATION OF THE HICKORY 
ATER DISTRICT FOR APPROVAL OF 

SED RATES FOR 

Hickory Water District (“Hickory”), by counsel, pursuant to KRS 278.1 80 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, Hickory respectfully states as 

follows: 

1. Hickory is a non-profit water district that has been engaged in the 

distribution and sale of water. It currently provides water service to approximately 1,332 

customers in Graves County, Kentucky. Hickory is organized under KRS Chapter 74. 

Hickory’s principal office, place of business, and mailing address is P.O. Box 128, 

Hickory, Kentucky 42051. 

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

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

adequate service. 

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

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

historical test period consisting of the twelve (1 2) consecutive calendar months ending 

December 31 , 2008. 



4. 

required by 807 

5. 

Hickory's annual reports are on file with the Public Service Commission as 

R 5006, Section 3(1). 

Hickory hereby gives notice to the Public Service Commission of the 

adjustment of its rates to those rates set forth in Exhibit 0. 1 in the filing requirements. 

The proposed rates will result in increased annual revenues of $65,610, which is an 

increase of 20 percent over 2008 normalized revenues of $328,051. Hickory believes 

the financial information attached to this application justifies a revenue increase of 31 

percent; howewer, to reduce the burden upon its customers, Hickory is instead 

requesting a smaller revenue increase of 20 percent. 

6. The proposed tariffs (Exhibit 0. 1) are shown in comparative form on the 

same sheets, side by side, and those comparative sheets are identified as Exhibit 

in the filing requirements. 

7. Hickory has complied with 807 MAR 5:011, Section 9, (2) and 807 W R  

5:001, Section 10, (3) and ), by delivering to newspapers of general circulation in its 

service area a copy of the ice identified as Exhibit 0. 8 in the filing requirements, 

for publishing once a week for 3 consecutive weeks in a prominent manner, the first of 

said publications to be made no later than 7 days after August 28, 2009. 

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

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

9. As required by 807 

copy of its Customer Notice (Exhi 

5:001, Section 10, (Lb),  (f), Hickory will post a 

. 8) at its place of business on August 28, 2009 

ill remain posted until the Commission has determined Hickory's rates. 

-2- 



I O .  The list of the documents filed in support of Hickory’s application for 

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

contained in the Filing Requirement Index. 

11. Hickory has attempted in good faith to comply with the Commission’s rate 

case filing requirements, and believes it has provided sufficient information to allow the 

processing of this case to begin. In addition, it has been several years since Hickory 

has had a general rate increase, and its unrestricted cash reserves are low. Therefore, 

and for these reasons, Hickory respectfully requests a waiver of any filing requirements 

deemed to be unmet, and requests Commission Staff assistance to the extent 

necessary to expedite the processing of this case. 

WHEREFORE, the Applicant, Hickory 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 Mayfield, Kentucky this 

HICKORY WATER DISTRICT 

LAW FIRM OR ATTORNEY 

(Attorney’s Address) j? 0 ,  &y ‘76 8‘ 

Kentucky 4xxxx 4 2,B 

-3- 



COMMONWEALTH OF KENTUCKY ) 
)SS 

COUNTY OF GRAVES ) 

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

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this 
<//f/eq . 

---% 2- Qm& I _ _ _ ~  

Sam Davis, Chairman 
Hickory Water District 

Subscribed and sworn to before me by 5@Pt I)w ;S - , Chairman of the Hickory 
Water District, on th 

4@(;L. L My Commission Expires 

In and for said County and State 

-4- 
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Hickory Water District Exhibit Index 

Exhibit Number and Title 

1. Proposed Tariff 

2. Comparison of Proposed & Current Tariff 

3. Pro Forma Financial Statements 

4. Pro Forma AdjustmentdRevenue Requirements 

5. Billing Analysis 

6. Analysis of Depreciation 

7. Cost of Service Study 

8. Customer Notification 

9. 2008 Audit Report 







FOR HlCKORY & LOWES, KXNTUCKY 
Community, Town or City 

.__ 

HICKORY WATER DISTMCT 
(Name of Utility) 

P.S.C. KY. NO. 4 

SECOND SHEET NO.- 1 -  

CANCELLING P.S.C. KY. NO. 2 

REVISED ~ SHEETNO. 1 

-- 
CONTENTS 

First 2,000 Gallons $10.26 Minimum Bill 
Next 3,000 Gallons 
Next 5,000 Gallons 
Next 10,000 Gallons 
Next 30,000 Gallons 
Next 50,000 Gallons 
All over 100,000 Gallons 

3.48 Per 1,000 Gallons 
3.24 Per 1,000 Gallons 
3 .OO Per 1,000 Gallons 
2.16 Per 1,000 Gallons 
1.80 Per 1,000 Gallons 
1 .50 Per 1,000 Gallons 

First 6,000 Gallons $23.94 Minimum Bill 
Next 4,000 Gallons 
Next 10,000 Gallons 
Next 30,000 Gallons 
Next 50,000 Gallons 
All over 100,000 Gallons 

3.24 Per 1,000 Gallons 
3 .00 Per 1,000 Gallons 
2.16 Per 1,000 Gallons 
1.80 Per 1,000 Gallons 
1 .SO Per 1,000 Gallons 

First 7,500 Gallons 
Next 2,500 Gallons 
Next 10,000 Gallons 
Next 30,000 Gallons 
Next 50,000 Gallons 
All over 100,000 Gallons 

$28.80 Minimum Bill 
3.24 Per 1,000 Gallons 
3 .00 Per 1,000 Gallons 
2.16 Per 1,000 Gallons 
1.80 Per 1,000 Gallons 
1 .50 Per 1,000 Gallons 

DATE OF ISSUE- AUGUST 28.2009 

DATE EFFECTIVE SEPTEMBER 30,2009 

Month / Date % 

ISSUED BY 2q 

TITLE CHAIRMAN --.__-l_l___l_ 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

Jh! CASE NO. DATED _____________ 



HICKORY WATER DISTRICT 
(Name of Utility) 

FOR HICKORY & LOWES. KENTUCKY 
Community, Town or City 

P.S.C. KY. NO. 4 

SECOND SHEET NO, 1 

CANCELLING P.S.C. KY. NO.- 2 

REVISED SHEETNO. 1 

I 

CONTENTS 

First 15,000 Gallons 
Next 5,000 Gallons 
Next 30,000 Gallons 
Next 50,000 Gallons 
All over B 00,000 Gallons 

$5 1.90 Minimum Bill 
3 .OO Per 1,000 Gallons 
2.16 Per 1,000 Gallons 
1.80 Per 1,000 Gallons 
1.50 Per 1,000 Gallons 

First 100,000 Gallons 
All over 100,000 Gallons 

$22 1.70 Minimum Bill 
1 .SO Per 1,000 Gallons 

DATE OF ISSUE AUGUST 28.2009 
Month / Date / Year 

DATE EFFECTIVE SEPTEMBER 30 2009 

ISSUED BY- 
(Signature of Oficer) 

TITLE CHAIRMAN 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 



FOR 
Community, Town or City 

HICKORY WATER DISTRICT 
(Name of Utility) 

P.S.C. MY. NO. 

SHEET NO. 

CANCELLING P.S.C. KY. NO. 

SHEET NO. 

CONTENTS 

First 2,000 Gallons 
Next 3,000 Gallons 3.48 Per 1,000 Gallons 
Next 5,000 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 3.00 Per 1,000 Gallons 
Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons 1 S O  Per 1,000 Gallons 

$1 0.26 Minimum Bill 

1 

First 6,000 Gallons 
Next 4,000 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 3 .OO Per 1,000 Gallons 
Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons 1 S O  Per 1,000 Gallons 

$23.94 Minimum Bill 

First 7,500 Galions 
Next 2,500 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 3.00Per 1,000 Gallons 
Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over f 00,000 Gallons 1.50 Per 1,000 Gallons 

$28.80 Minimum Bill 

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 

Dl CASE NO. DATED 



FOR 
Community, Town or City 

HICKORY WATER DISTRICT 
(Name of TJtility) 

P.S.C. KY. NO. 

SJXEET NO. 

CANCELLING P.S.C. KY. NO. 

SHEET NO. 

CONTENTS 

First 15,000 Gallons 
Next 5,000 Gallons 3 .OO Per 1,000 Gallons 

( 9 W 4 h b ~ s  Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1 .SO Per 1,000 Gallons 
All over 100,000 Gallons 1.50 Per 1,000 Gallons 

$5 1.90 Minimum Rill 

s 
First 100,000 Gallons $22 1.70 Minimum Bill 

1 :,03Bf;aHeffS All over 100,000 Gallons 1 S O  Per 1,000 Gallons 

DATE OF ISSUE 
Month / Date / Year 

DATE EFFECTIVE 

Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE 

BY AIJTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 





Income Statement Showing Impact of Proposed Increase 

Water Sales Revenue 
Other Op. Revenue 
Water Operating Revenue 

2008 Adjustments Ref. Ad j F t e d  
$317,925 $67,719 $385,644 

$8,017 0 $8,017 
$325,942 $67,719 A $393,661 

Purchased Water 
Purchased Power 
Chemicals 
Materials/Supplies 
Contract Services-Eng. 
Contract Services-Acct. 
Contract Serv.-Mgmt. Fees 
Contract Services-Testing 
Contract Services-Other 

Revenue Reauirement Calculation 

$385,742 - Proforma Operating Expenses 
$. 46,885 - Debt Service Coverage (1.2 x $39,071 Debt Service) 
$432,627 - Revenue Requirement 
($328,051) - Less Normalized Revenues 
I$ 1,993) - Less Unrestricted Interest Income 
$ 102,583 - Justified Increase (31.27% increase over 2008 normalized revenues) 
$ 65,610 - Proposed Increase (20% increase over 2008 normalized revenues) 

$10,475 0 $10,475 
$31,862 0 $31,862 
$38,101 0 $38, I01 
$26,140 0 $26,140 

$300 0 $300 
$7,440 0 $7,440 

$22,608 0 $22,608 
$17,633 0 $17,633 
$91,966 0 $91,699 

Debt Service Calculation: 

$118 0 
Insurance-Genl. Liability $5,740 0 

Bad Debt $874 0 
Miscellaneous Exp. $5,810 0 
Tot. Water Util. Exp. $259,403 0 
Depreciation Expense $93,026 $32,606 B 
Amortization Expense 0 $667 C 
Taxes OT Income $40 0 
Total Op. Expenses $352,469 $33,273 
Total Operating Income ($26,527) $34,446 
Interest Income $9,965 ($7,972) D 
Interest Expense ($10,495) 0 
Net Income ($27,057) $26,474 

Advertising Expenses $336 0 

$1 18 
$5,740 

$236 
$4,092 

$259,403 
$125,632 

$667 
$40 

$385,742 
$7,919 
$1,993 

$1 0,495 
($583) 



A. Normalized Revenues as determined by the billing analysis, and including the proposed revenue 
increase of $65,610. 

Plant Account Original Deprec. Annual 
Cost Rate Expense 

334-Meters & Installations $69,279 10 years $6,927.90 
334.1-Meters & Installations $365,471 10 years $36,547.10 

Totals $434,750 $43,475.00 

B. Depreciation Expense was increased by $32,606 to a pro forma expense of $125,632. In the past, 
Hickory Water District has been depreciating its meters and meter installations over 40 years. Hickory is 
aware that the Public Service Commission has testing requirements for meters to be tested and/or 
changed out every 10 years. Therefore, Hickory is requesting in this case to now recognize 1 O-year 
depreciation for meters and installations, as follows: 

2008 Proposed 
Expense Adjustment 

$1,731.98-'. ~ _ I _  

$9,136.78 I_ 

$10,868.76 $32,606.24 

C. Amortization Expense was adjusted by $667 to include a three-year amortization of rate case 
expenses of $2,000. 

D. Interest Income was adjusted by $7,972 to remove interest income on restricted cash investments, 
which were approximately 80% of total investments, as follows: 

$ 62,717 - Cash and cash equivalents 
$ 1 1 ,I 19 - Total restricted current assets 
$238.876 - Restricted long-term investments 
$ 312,712 -Total 

$62,717 divided by $312,712 = 20.05% 



HICKORY WATER DISTRICT 

December 31,2008 and 2007 
STATEMENTS OF NET ASSETS - REGULATORY BASIS 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents 
Customer accounts receivable 
Prepaid expenses 

Total unrestricted current assets 

Cash and cash equivalents- Restricted 
Restricted interest receivable 

Total restricted current assets 

Total current assets 

NONCURRENT ASSETS 
Restricted long-term investments 

CAPITAL ASSETS 

Land 
Nondepreciable capital assets: 

Depreciable Capital assets: 
Utility plant in service, at cost 

Total depreciable capital assets 
Total capital assets 
Total noncurrent assets 
Total assets 

Less accumulated provision for depreciation 
computed by the straight-line method 

2008 2007 

$ 62,717 $ 52,691 
48.060 42.201 

326 326 
1 1 1,1-@ 95,21 8 

9,772 31,485 
1,347 I 1,347 

11,119 32,832 

122,222 128,050 

238,876 203,913 

21,417 ___ 21,417 

4,449,754 4,422,037 

(2,274,112) (2,181,086) 
1 2 175,642 2,240,95 1 
2,197,059 2,262,368 
2,435,935 2,466,28 I 
2,558,157 2,594 33 1 

The Notes to Financial Statements are an integral part of these statements. 

5 



HICKORY WATER DISTRICT 

December 31,2008 and 2007 
(Continued) 

STATEMENTS OF NET ASSETS - REGULATORY BASIS 

2008 
LIABILITIES 

CURRENT LIABILITIES 
Accounts payable and accrued expenses 
C IA s tom er deposits 
Land condemnation escrow 
Advances for construction 

Total current liabilities 

Liabilities payable from restricted assets 
Interest payable 
Current portion of long-term debt 

Total payable from restricted assets 

Long-term debt 
Total liabilities 

NET ASSESTS 
invested in capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

$ 22,018 
11,492 
5,478 

55,381 

94,369 

2.353 
291335 
31,688 

393,455 
519,512 

1,774,269 
247,642 

- 16,734 

2,03 8,64 5 

2007 

$ 10,508 
10,468 
5,478 

55,381 

81,835 

2,583 
__ 28,885 

31 ,= 
422,790 
536,093 

1,810,693 
234,162 

13,383 

The Notes to Financial Statements are an integral part of these statements 

6 





_____-.-.__.l____ll "_ 
2008 --Adjustments 

Water Sales Revenue $31 7,925'- $2,109 
Other Op. Revenue $8,017 0 
Water Operating Revenue $325,942 $2,109 

Revenue Requirement Calculation 

Ref. Adjusted 
$320,034 

$8,017 
A $328,051 

$385,742 - Proforma Operating Expenses 
46.885 - Debt Service Coverage (1.2 x $39,071 Debt Service) $ 

$432,627 - Revenue Requirement 
($328,051) - Less Normalized Revenues 
I$ 
$ 102,583 - Justified Increase (31.27% increase over 2008 normalized revenues) 
$ 65,610 - Proposed Increase (20% increase over 2008 normalized revenues) 

1.993) - Less Unrestricted Interest Income 

Year Revenue Bonds P&i KIA Loan Payments 
2009 $7,550 $31,554 
201 0 $7,350 $31,554 
201 1 $7,650 $31,554 

3-wear averaae 

Annual Total , 
$39,104 
$38,904 
$39,204 

$117,212 
$39.071 1 



A. Normalized Revenues as determined by the billing analysis. 

Plant Account 

334-Meters & Installations 
334.1 -Meters & Installations 

Totals 

B. Depreciation Expense was increased by $32,606 to a pro forma expense of $125,632. In the past, 
Hickory Water District has been depreciating its meters and meter installations over 40 years. Hickory is 
aware that the Public Service Commission has testing requirements for meters to be tested and/or 
changed out every 10 years. Therefore, Hickory is requesting in this case to now recognize 10-year 
depreciation for meters and installations, as follows: 

Original Deprec. Annual 2008 Proposed 
Cost Rate Expense - Expense Adjustment 

$69,279 10 yeais-’- $6,927.90 $1,731.98 
$365,471 10 years $36,547.10 $9,136.78 

$434,750 $43,475.00 $10,868.76 $32,606.24 

Plant Account 

334-Meters & Installations 
334.1 -Meters & Installations 

Totals 

Original Deprec. Annual 2008 Proposed 
Cost Rate Expense - Expense Adjustment 

$69,279 10 yeais-’- $6,927.90 $1,731.98 
$365,471 10 years $36,547.10 $9,136.78 

$434,750 $43,475.00 $10,868.76 $32,606.24 

C. Amortization Expense was adjusted by $667 to include a three-year amortization of rate case 
expenses of $2,000. 

D. Interest income was adjusted by $7,972 to remove interest income on restricted cash investments, 
which were approximately 80% of total investments, as follows: 

$ 62,717 - Cash and cash equivalents 
$ 1 1,119 - Total restricted current assets 
9 238,876 - Restricted long-term investments 
$ 312,712 -Total 

$62,717 divided by $312,712 = 20.05% 





D Summary Billing 

314 Inch 
_- 1 Inch 
1 112 Inch 
2 Inch 
3 & 4 Inch 
Totals 

Proposed Revenue with 
Sold Revenue 20% Increase 

79,482,557 --.___ $264,608.64 $317,530 
._II__ 4,685,700 10,351 -60 12,422 

8,825 3,449,200 7,354.32 
I 2,427, I 00 26 , 338 .O 1 31,606 
8,531,800 11,381.75 13,658 

108,576,357 $320,034.32 $384,041 

I_______ ___ 
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Exhibit 7 - Hickory Cost of Service Study 

-807 KAR 5001 Section I O  (6)(u) requires a cost of service study for gas, electric or 
water utilities whose annual gross revenues exceed $5,000,000. Hickory Water 
District’s gross annual revenues do not exceed this threshold. In addition, Hickory is 
proposing an across-the-board 20% increase. Therefore, Hickory believes this 
requirement is not applicable in this instance. 

-In addition, Hickory is aware that Commission Staff often performs cost-of-service 
studies. To the extent that such a study is required in this case, Hickory requests a 
waiver to allow the processing of this case to proceed expeditiously due to our limited 
cash reserves, and requests Commission Staff assistance if a cost of service study is 
required to be done in this case. 





NOTICE 
Hickory Water District has filed an application with the Public Service Commission to increase its rates for 
water service. Hickory has not requested a rate increase since 1999. Hickory believes it can justify a rate 
increase of 31%. However, to reduce the burden upon its customers, Hickory is instead requesting a 
smaller rate increase of 20%. The proposed effective date of the change is Seetember 30,2009. 

Monthly Rates For 3/4" Meter: 
Current: e"WXK%?d 
First 2,000 Gallons $8.55 Minimum Bill First 2,000 Gallons $1 0.26 Minimum Bill 
Next 3,000 Gallons 2.90 Per 1,000 Gallons Next 3,000 Gallons 3.48 Per 1,000 Gallons 
Next 5,000 Gallons 2.70 Per 1,000 Gallons Next 5,000 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 2.50 Per 1,000 Gallons Next 10,000 Gallons 3.00 Per 1,000 Gallons 
Next 30,000 Gallons 1.80 Per 1,000 Gallons Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons I .50 Per 1,000 Gallons Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons 1.25 Per 1,000 Gallons All over 100,000 Gallons 1.50 Per 1,000 Gallons 

-- ONTHLY MONTHLY BILL AT MONTHLY BILL AT PERCENT INCREASE 
USAGE CURRENT RATE PROPOSED RATE OVER CURRENT 

2,000 $8.55 $10.26 20.0% 

5,000 $1 7.25 $20.70 20.0% 

10,000 $30.75 $36.90 20.0% 

20,000 $55.75 $66.90 20.0% 

30,000 $73.75 $88.50 20.0% 

50,000 $109.75 $131.70 20.0% 

75,000 $147.25 $176.70 20.0% 

100,000 $1 84.75 $221.70 20.0% 

150,000 $247.25 $296.70 20.0% 

The rates contained in this notice are the rates proposed by Hickory 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 utility office at Hickory 
Water District, P.O. Box 128, Hickory, KY 42051. Upon request from an intervenor, the utility shall furnish 
to the intervenor a copy of the application and supporting documents. 

Hickory Water District 



NOTICE 
Hickory Water District has filed an application with the Public Service Commission to increase its rates for 
water service. Hickory has not requested a rate increase since 1999. Hickory believes it can justify a rate 
increase of 31%. However, to reduce the burden upon its customers, Hickory is instead requesting a 
smaller rate increase of 20%. The proposed effective date of the change is _.September 30,2009. 

Monthlv Rates for 1 Inch Meter 
c W rrene 
First 6,000 Gallons $1 9.95 Minimum Bill First 6,000 Gallons $23.94 Minimum Bill 
Next 4,000 Gallons 2.70 Per 1,000 Gallons Next 4,000 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 2.50 Per 1,000 Gallons Next 10,000 Gallons 3.00 Per 1,000 Gallons 
Next 30,000 Gallons 1.80 Per 1,000 Gallons Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.50 Per 1,000 Gallons Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons 1.25 Per 1,000 Gallons All over 100,000 Gallons 1.50 Per 1,000 Gallons 

-- MONTHLY MONTHLY BILL AT MONTHLY BILL AT PERCENT INCREASE 
USAGE CURRENT RATE PROPOSED RATE OVER CURRENT 

6,000 $19.95 $23.94 20.0% 

10,000 $30.75 $36.90 20.0% 

20,000 $55.75 $66.90 20.0% 

30,000 $73.75 $88.50 20.0% 

50,000 $1 09”75 $1 31.70 20.0% 

75,000 $147.25 $176.70 20.0% 

100,000 $1 84.75 $221.70 20.0% 

150,000 $247.25 $296.70 20.0% 

The rates contained in this notice are the rates proposed by Hickory 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 utility office at Hickory 
Water District, P.O. Box 128, Hickory, KY 42051. Upon request from an intervenor, the utility shall furnish 
to the intervenor a copy of the application and supporting documents. 

Hickory Water District 



NOTICE 
Hickory Water District has filed an application with the Public Service Commission to increase its rates for 
water service. Hickory has not requested a rate increase since 1999. Hickory believes it can justify a rate 
increase of 31%. However, to reduce the burden upon its customers, Hickory is instead requesting a 
smaller rate increase of 20%. The proposed effective date of the change is September 30,2009. 

PN.WXSed 
First 7,500 Gallons $28.80 Minimum Bill 

Monthly Rates for 1 1/2 Inch Meter 
e w rrmt 
First 7,500 Gallons 
Next 2,500 Gallons 2.70 Per 1,000 Gallons Next 21500 Gallons 3.24 Per 1,000 Gallons 
Next 10,000 Gallons 2.50 Per 1,000 Gallons Next 10,000 Gallons 3.00 Per 1,000 Gallons 
Next 30,000 Gallons 1.80 Per 1,000 Gallons Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.50 Per 1,000 Gallons Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons I .25 Per 1,000 Gallons AI1 over 100,000 Gallons 1.50 Per 1,000 Gallons 

$24.00 Minimum Bill 

MONTHLY 
USAGE 

7,500 

10,000 

20,000 

30,000 

50,000 

75,000 

100,000 

MONTHLY BILL AT 
CURRENT RATE 

$24.00 

$32.10 

$57.10 

$75.10 

$1 1 I . I O  

$148.60 

$1 86.1 0 

- MONTHLY BILL AT 
PROPOSED RATE 

$28.80 

$38.52 

$68.52 

$90.12 

$133.32 

$178.72 

$223.32 

PERCENTINCREASE 
OVER CURRENT 

20.0% 

20.0% 

20.0% 

20.0% 

20.0% 

20.0% 

20.0% 

The rates contained in this notice are the rates proposed by Hickory 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 utility office at Hickory 
Water District, P.O. Box 128, Hickory, KY 42051. Upon request from an intervenor, the utility shall furnish 
to the intervenor a copy of the application and supporting documents. 

Hickory Water District 



NOTICE 
Hickory Water District has filed an application with the Public Service Commission to increase its rates for 
water service. Hickory has not requested a rate increase since 1999. Hickory believes it can justify a rate 
increase of 31%. However, to reduce the burden upon its customers, Hickory is instead requesting a 
smaller rate increase of 20%. The proposed effective date of the change is Seotember 30,2009. 

Monthlv Rates for 2 Inch Meter 
C W rrent 
First 15.000 Gallons $43.25 Minimum Bill First 15,000 Gallons $51.90 Minimum Bill 
Next 5,000 Gallons 2.50 Per 1,000 Gallons Next 5,000 Gallons 3.00 Per 1 ,000 Gallons 
Next 30,000 Gallons 1.80 Per 1,000 Gallons Next 30,000 Gallons 2.16 Per 1,000 Gallons 
Next 50,000 Gallons 1.50 Per 1,000 Gallons Next 50,000 Gallons 1.80 Per 1,000 Gallons 
All over 100,000 Gallons 1.25 Per 1,000 Gallons All over 100,000 Gallons 1.50 Per 1,000 Gallons 

MONTHLY MONTHLY BILL AT -- MONTHLY BILL AT PERCENT INCREASE 
USAGE CURRENT RATE PROPOSED RATE OVER CURRENT 

15,000 $43.25 $51.90 20.0% 

20,000 $55.75 $66.90 20.0% 

30,000 $73.75 $88.50 20.0% 

50,000 $109.75 $1 31.70 20.0% 

100,000 $1 84.75 $221.70 20.0% 

Monthlv Rates for 3 And 4 Inch Meters 
Current 
First 100,000 Gallons $184.75 Minimum Bill First 100,000 Gallons $221.70 Minimum Bill 
Over 100,000 Gallons 1.25 Per 1,000 Gallons All over 100,000 Gallons 1.50 Per 1,000 Gallons 

MONTHLY MONTHLY BILL AT MONTHLY BILL AT EERCENT INCREASE 
USAGE CURRENT RATE PROPOSED RATE OVER CURRENT 

100,000 $1 84.75 $221.70 20.0% 

200,000 $309.75 $371.70 20.0% 

300,000 $434.75 $521.70 20.0% 

The rates contained in this notice are the rates proposed by Hickory 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 utility office at Hickory 
Water District, P.O. Box 128, Hickory, KY 42051. Upon request from an intervenor, the utility shall furnish 
to the intervenor a copy of the application and supporting documents. 

Hickory Water District 
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INDEPENDENT AUDITOR'S REPORT 

To the Board of Commissioners 
Hickory Water District 
Hickory, Kentucky 

We have audited the accompanying financial statements of Hickory Water District as of 
and for the year ended December 31, 2008 and 2007, as listed in the table of contents. 
These financial statements are the responsibility of the District's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

As described more fully in Note 1, Hickory Water District has prepared these financial 
statements using accounting practices prescribed or permitted by the Public Service 
Commission, which practices differ from accounting principles generally accepted in the 
United States of America. The effect on the financial statements of the variances between 
these regulatory accounting practices and accounting principles generally accepted in the 
United States of America, although not reasonably determinable, are presumed to be 
material. 

In our opinion, because of the effects of the matters discussed in the preceding paragraph, 
the financial statements referred to above do not present fairly, in conformity with 
accounting principles generally accepted in the United States of America, the financial 
position of Hickory Water District as of December 31 , 2008 and 2007, the changes in its 
financial position, or its cash flows for the years then ended. Further, the District has not 
presented the required supplementary management's discussion and analysis that 
accounting principles generally accepted in the United States and regulatory agreement 



To the Board of Commissioners 
Hickory Water District 
Page Two 

has determined is necessary to supplement, although not required to be part of, the basic financial 
statements. 

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, 
the assets, liabilities and net assets of Hickory Water District as of December 31, 2008 and 2007, the 
revenues it earned and expenses it incurred, and its cash flows for the years then ended on the basis 
of accounting described in Note 1. 

In accordance with Government Auditing Standards, we have also issued a report dated May 21 , 
2009 on our consideration of Hickory Water District's internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and is 
important for assessing the results of our audits. 

Our audits were conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Hickory Water District's basic financial statements. The Supplemental data 
and the Public Service Commission of Kentucky Annual Report are also presented for purposes of 
additional analysis and are not a required part of the basic financial statements of Hickory Water 
District. Such information, except for the portion(s) marked "unaudited", on which we express no 
opinion, has been subjected to the auditing procedures applied in the audits of the basic financial 
statements; and, in our opinion, the information is fairly stated, in all material respects, in relation to 
the basic financial statements taken as a whole on the basis of accounting described in Note 1 

Mayfield, Kentucky 
May 21, 2009 



HICKORY WATER DISTRICT 

December 31,2008 and 2007 
STATEMENTS OF NET ASSETS - REGULATORY BASIS 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents 
Customer accounts receivable 
Prepaid expenses 

Total unrestricted current assets 

Cash and cash equivalents- Restricted 
Restricted interest receivable 

Total restricted current assets 

Total current assets 

NONCURRENT ASSETS 
Restricted long-term investments 

2008 2007 

$ 62,717 $ 52,691 
48,060 42,201 

326 326 
11 1,103 95,218 

9,772 31,485 
1 1,347 I ,347 

11,119 32,832 

122,222 128,050 

238,876 203,913 

CAPITAL ASSETS 
Nondepreciable capital assets: 

Land 21,417 21,417 

4,449,754 4,422,037 
Depreciable Capital assets: 

Utility plant in service, at cost 
Less accumulated provision for depreciation 

computed by the straight-line method (-2,274,112) ( 2,181,086) 
Total depreciable capital assets 2,175,642 2,240,95 1 
Total capital assets 2.197,059 2,262,368 
Total noncurrent assets 2,435,935 2,466,28 1 
Total assets 2,558,157 2,594,331 

The Notes to Financial Statements are an integral part of these statements. 
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LIABILITIES 

H IC KORY WATER Dl STRl CT 

December 31,2008 and 2007 
(Con tin ued) 

STATEMENTS OF NET ASSETS - REGULATORY BASIS 

CURRENT LIABILITIES 
Accounts payable and accrued expenses 
Customer deposits 
Land condemnation escrow 
Advances for construction 

Total current liabilities 

Liabilities payable from restricted assets 
Interest payable 
Current portion of long-term debt 

Total payable from restricted assets 

Long-term debt 
Total liabilities 

NET ASSESTS 
Invested in capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

2008 

$ 22,018 
11,492 

5,478 
55,381 

94,369 

2.353 
29:335 
31,688 

393,455 
51 9,512 

1,774,269 
247,642 

16,734 

2,038.645 

2007 

$ 10,508 
10,468 
5,478 

55,381 

81,835 

2.583 
281885 
31,468 

- 

422,790 
536,093 

1'81 0,693 
234,162 

13,383 

$2.058.238 

The Notes to Financial Statements are an integral part of these statements. 

6 



HICKORY WATER DISTRICT 
STATEMENTS OF REVENUES, EXPENSES 

Years Ended December 34,2008 and 2007 
AND CHANGES IN NET ASSETS - REGULATORY BASIS 

2008 

OPERATING REVENUE $ 325,942 

OPERATING EXPENSE 
Purchased water 
Purchased power 
Chemicals 
Materials and supplies 
Contractual services 
I nsii rance 
Miscellaneous 
Bad debt 
Depreciation and amortization 
Tax & license 

Total operating expenses 

10,475 
31,862 
38,101 
26,140 

139,946 
5,740 
6,264 

874 
93,026 

40 
352,468 

Operating income (loss) ( 26,526) 

10,495) 
9,964 

Nonoperating revenues (expenses) ( 531) 

Income before capital contributions 2 7 , 0 5 7) 

NONOPERATING REVENUES (EXPENSES) 
Interest expense ( 
Investment income 

( 

Capital contributions 7,465 
Increase (Decrease) in net assets ( 19,592) 

NET ASSETS 
Beginning of year 

End of year 

2,058,238 

$2.038 645 

2007 

$ 334,229 

3,666 
27,942 
43,846 
31,801 

144,855 
5 , 044 
4,092 

236 
90,167 

580 
352,229 

( 18,000) 

( 11,261) 
7,267 

( 3,994) 

( 21,994) 

341,650 
- 31 9,656 

1,738,582 

$2.058.238 

The Notes to Financial Statements are an integral part of these statements. 
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HICKORY WATER DISTRICT 

Years Ended December 31,2008 and 2007 
STATEMENTS OF CASH FLOWS - REGULATORY BASIS 

2007 2008 

CASH FLOWS FROM OPERATING ACTIVITIES 
Cash received from customers 
Cash payments to suppliers for goods and services 
Customer deposits received 
Customer deposits returned 

Net cash provided by operating activities 

$ 320,083 
( 247,932) 

2,104 
( 1,080) 

73,175 

$ 336,327 
( 259,060) 

2,240 
( 960) 

78,547 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES 

Debt reduction. 
Short-term 

Utility plant additions and improvements 
Advances for construction 
Contributions in aid of construction 
Interest paid on long-term debt 

Net cash provided by (used for) capital and 
related financing activit ies 

( 28,885) 
( 27,717) 

-0- 
7,465 

( 10,725) 

( 27,943) 
( 429,810) 

55,381 
34 1,650 

( 11,261) 

( 59,862) ( 71,983) 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of Investments 

Net cash provided by (used for) investing 
activities 

( 25.000) -0- 

( 25,000) -0- 

Net increase in cash and cash equivalents (1 1,687) 6,564 

CASH AND CASH EQUIVALENTS - BEGINNING OF THE YEAR 84,176 77,6 12 

CASH AND CASH EQUIVALENTS - END OF THE YEAR $72.489 $ 84.176 

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET 
CASH PROVIDED (USED) BY OPERATING ACTIVITIES 

Operating income (loss) 
Adjustments to reconcile operating income (loss) to cash provided 

by operating activities: 
Depreciation and amortization 
Changes in assets and liabilities: 

Accounts receivable 
Interest receivable 
Accounts payable and accrued expenses 
Customer deposits 

Net cash provided by operating activities 

( 26,526) ( 18,000) 

93,026 90,167 

(5,860) 
-0- 

11,510 
1,025 

73,175 

2,098 
-0- 

3,002 
1,280 

78,547 

The Notes to Financial Statements are an integral part of these statements 
8 



HICKORY WATER DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

December 31,2008 and 2007 

Note I. Description of Entity & Significant Accounting Policies 

Hickory Water District is engaged in providing water supply to approximately 1,330 
customers who live in the Northern Graves County, Kentucky area and the northernmost city 
limits of Mayfield, Kentucky. The water district was created in 1964 under Chapter 14 of the 
Kentucky Revised Statutes. 

In evaluating how to define Hickory Water District for financial reporting purposes, 
management has considered all potential component units. The decision to include a 
potential component unit in the reporting entity was made by applying the criteria set forth in 
GAAP. The basic - but not the only - criterion for including a potential component unit within 
the reporting entity is the governing body’s ability to exercise oversight responsibility. The 
most significant manifestation of this ability is financial interdependency Other 
manifestations of the ability to exercise oversight responsibility include, but are not limited to, 
the selection of governing authority, the designation of management, the ability to 
significantly influence operations and accountability for fiscal matters. The other criterion 
used to evaluate potential component units for inclusion or exclusion from the reporting 
entity is the existence of special financing relationships, regardless of whether the District is 
able to exercise oversight responsibilities. Based upon the application of these criteria, the 
District has no component units. 

Basis of Presentation and Accounting: 

As stated in Kentucky Revised Statutes (KRS) 278.01 2, “any water association formed for 
the purpose of furnishing water services to the general public pursuant to KRS Chapter 273 
is deemed to be and shall be a public utility and shall be subject to the jurisdiction of the 
Public Service Commission.” In KRS 278.220, it is outlined that the Public Service 
Commission may establish a system of accounts to be kept by the utilities subject to its 
jurisdiction, and may prescribe the manner in which such accounts shall be kept. This 
uniform system of accounts is presented on the accrual basis in accordance with practices 
prescribed by the Public Service Commission. In accordance with the Public Service 
Commission’s regulations, costs associated with hook-up fees are capitalized as meters, 
installations and services. This practice differs from generally accepted accounting 
principles under which these costs and the related fees are recorded as operating expenses 
and revenues. Except for this regulatory difference, the Public Service Commission 
prescribes the use of Governmental Accounting Standards Board (GASR) pronouncements 
as well as Financial Accounting Standards Board (FASB) statements and interpretations, 
and the Accounting Principles Board (APB) of the Committee on Accounting Procedure 
issued on or before November 30, 1989, unless those pronouncements conflict with or 
contradict GASB pronouncements, in which case, GASB prevails. The District has not 
adopted the provisions of FASB No. 71, Accounting for the Effects of Certain Types of 
Regulations. 
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The District‘s 2004 financial statements (including the related notes) reflected the District’s 
initial financial implementation and statement presentation in accordance with GAS6 No. 34, 
Basic Financial Statements, Manaqement’s Discussion and Analvsis, for State and Local 
Governments and related standards, except as noted herein. This standard provided 
significant required changes in terminology; recognition of contributions in the statement of 
revenues, expenses and changes in net assets; inclusion of a management discussion and 
analysis as supplementary information; and other changes. 

The Hickory Water District is operated as a proprietary and/or enterprise fund. Proprietary 
Funds are used to account for operations (a) which are financed and operated in a manner 
similar to private business enterprises - where the intent of the governing body is that the 
costs (expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis be financed or recovered primarily through user charges; or (b) where 
the governing body has decided that periodic determination of revenues earned, expenses 
incurred, and/or net income is appropriate for capital maintenance, public policy, 
management control, accountability, or other purposes. 

The accounting and financial reporting treatment applied to the District is determined by its 
measurement focus. The transactions of the District are accounted for on a flow of 
economic resources measurement focus. With this measurement focus, all assets and all 
liabilities associated with the operations are included on the statements of net assets 
regulatory basis. Net assets (Le., total assets net of total liabilities) are segregated into 
invested in capital assets, net of related debt; restricted, constraints imposed by 
creditors/grantors/laws/or contributions; and unrestricted components, all other. When an 
expense is incurred for purposes for which both restricted and unrestricted net assets are 
available, unrestricted resources are used first. 

Revenue and Expenses: 

Operating revenues and expenses consist of those revenues and expenses that result from 
the ongoing principal operations of the District. Operating revenues consist primarily of 
charges for services. Non-operating revenues and expenses consist of those revenues and 
expenses that are related to financing and investing types of activities. 

Property and Equipment: 

Property and equipment purchased or constructed are stated at cost. The cost of meters, 
including installation, is capitalized. Interest related to costs, and major improvements, 
renewals and replacements is capitalized as a cost of the project. Depreciation is computed 
on the straight-line basis over the estimated useful lives of the related assets. Expenses for 
maintenance and repairs that do not increase the useful life of the asset are charged to 
operations as they are incurred. The District does not have a particular dollar amount 
threshold for capitalization purposes. 

Income Taxes: 

The Hickory Water District is not subject to income taxes 

10 



Contributed Capital: 
The District has adopted Governmental Accounting Standards Board’s (GASB) Statement 
No. 33, Accounting and Financial Reporting for Nonexchange Transactions. This statement 
requires governments to recognize capital contributions to proprietary funds as revenues, 
instead of contributed capital. Prior to implementing GASB No. 33, the fair market value of 
donated property received by the District, impact fees, tap on fees and grants which were 
restricted for the acquisition or construction of capital assets, were recorded as contributed 
capital. Tap on fees of $7,465 were received during the year ended December 31 , 2008, 
and $14,000 during the year ended December 31 , 2007. No grants were received by the 
District for the year ended December 31, 2008 or December 31, 2007. 

Statement of Cash Flows: 

For purposes of reporting cash flows, the District considers all highly liquid investments 
(including restricted assets) with a maturity of three months or less when purchased to be 
cash equivalents. 

Reclassifications: 

For clarification purposes, reclassifications have been made to certain previously reported 
amounts. 

Note 2. Cash and Investments 

KRS 66.480 authorizes the District to invest in obligations of the United States and its 
agencies and instrumentalities including repurchase agreements, through sources 
including national and state banks chartered in Kentucky, obligations and contracts for 
future delivery backed by the full faith of the Untied States or its Agency, certificates of 
deposit and interest bearing accounts in institutions insured by the Federal Depository 
Insurance Corporation and other investments described therein provided that approved 
securities are pledged to secure those funds on deposit in an amount equal to the 
amount of those funds. The District may also invest in mutual funds meeting the 
requirements of the statute. 

Hickory Water District’s policies regarding deposits of cash are discussed above. The 
table presented below designed to disclose the level of custody credit risk assumed by 
the District based upon how its deposits were insured or secured with collateral at 
December 31,2008, and December 31 , 2007. The categories of credit risk are defined 
as follows: 

Category 1 - Insured by FDIC or collateralized with securities held by the 
District (public trust) or by its agent in its name. 

Category 2 - Uninsured but collateralized with securities held by the pledging 
financial institution’s trust department or agent in the District’s 
name. 
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Category 3 - Uninsured and  uncollateralized; or collateralized with securities 
held by the  pledging financial institution, or by its trust department 
o r  agen t  but not in t he  District’s name;  or collateralized with no 
written or approved collateral agreement .  

December 31,2008 

Total Bank Custody Credit Risk Category 
Tvpe of Deposits __ Balance 1 -  2 3 

Demand Deposits $ 72,263 $ 72,263 $ -0- 8 -0- 

FNB 135,699 135,699 -0- -0- 

Regions 103.1 77 103.1 77 -0- -0- 

Total Deposits - u $2 Time Deposits - 

Time Deposits - 

December 21,2007 

Total Bank Custody Credit Risk Category 
Tvpe of Deposits Balance 1 2 3 
Demand Deposits $ 84,071 $ 84,071 $ -0- $ -0- 
Time Deposits 203,913 15,929 187,984 -0- 

$ - -  Total Deposits $281984 $100.OM w 
Reconciliation to Statement of Net Assets: 

December 31,2008 December 31,2007 -- 
Cash on Hand $ 226 $ 105 
Unrestricted Cash, Including Time Deposits 62,491 52,586 
Restricted Cash, Including Time Deposits 248,648 235,398 

$ 311,365 $ 288,089 

Note 3. Restricted Assets 

Restricted c a s h  and  investments consist of the  following: 

2008 2007 

Bond and Interest Account 
Sinking Account 
Depreciation Account 

$ 6,813 $ 6,858 
190,120 181,168 
51,715 - 47,372 

Total $248,648 . $235 -,-- 398 

Restricted receivables consist of the  following: 

Interest receivable 

2008 

$ 1:347 

2007 

$ 1,347 

12 



Note 4. Long-Term Debt 

1982 ISSUE: 

MATURITY 

2008 
2009 
2010 
201 1 
2012 
201 3-201 7 
20 18-202 1 

At December 31, 2008 and 2007, long-term debt consisted of a note payable to the Kentucky Infrastructure Authority 
bearing interest of 1.8% and two revenue bonds bearing interest rates of 3.75% and 5.0%, respectively Principal 8, 
interest are payable semi-annually on the note payable. Principal on the two revenue bonds is payable in 
accordance with the following schedule with interest payable semi-annually: 

INTEREST INTEREST INTEREST PRINCIPAL PRINCIPAL 
2008 2007 RATE 2008 2007 

$ -0- $ 3,750 5 0% $ -0- 
3,550 3,550 5.0% 4,000 
3,350 3,350 5 0% 4,000 
3,150 3,150 5 0% 4,500 
2,925 2,925 5 0% 4,500 

10,925 10,925 5 0% 27,000 
3,425 3,425 5 0% 27,000 

$_31.oL5 $Qo 

$ 4,000 
4,000 
4.000 
4,500 
4,500 

27,000 
27,000 

$ 75,000 

KIA Note Payable 

MATURITY DATE 

2008 
2009 
2010 
201 1 
2012 
20 13-201 7 
201 8-202 I 

Current Maturities 

Long-Term Debt 

INTEREST INTEREST INTEREST PRINCIPAL PRINCIPAL 
2008 -- RATE 2008 2007 2007 ~- 

$ -0- 
6,219 
5,76 1 
5,294 
4,819 

16,669 
3.871 

$42.633 

6,669 
6,219 
5,761 
5,294 
4'81 9 

16,669 
3,871 

$49.302 

18% $ -0- 
18% 25,335 
18% 25,793 
18% 26,260 
18% 26,734 
1 8% 141,100 
18% 106,568 

351,790 

( 29,335) 

$393.455 

24,885 
25,335 
25,793 
26,260 
26,734 

141,100 
106,568 

376.675 

(28,885) - 
The fair value of the District's long-term debt is estimated based on the borrowing rates 
currently available to the District for debt of the same remaining maturities. The carrying 
amounts of long-term debt approximates fair value. 

Note 5. Short-Term Debt 

Balance at Balance at 
Jan. 1 ,2007 Additions Disposals Dec. 31,2007 

Short-Term Debt 

Short-Term Debt 

u 
Balance at Balance at 
Jan. 1 ,2008 
u u 

Dec. 31,2008 
u s . - L Q Z  
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Note 6. Litigation 

The Kentucky Department of Highways has condemned and taken certain property owned 
by Hickory Water District. The Department of Highways deposited the purchase price of 
$12,978 with the County Clerk and immediately filed suit against the District to have the 
purchase price of the property reduced. The District has invested the funds in money 
market certificates. This was settled out of court for $7,500; therefore, the District is to repay 
$5,478 to the Kentucky Department of Highways At report time, the state's attorney had not 
requested this money and it is being held by the District until such time as it is requested 

Note 7. Bond Ordinance 

The Bond and Interest Sinking Fund is required to receive 1/12 of annual principal and 
interest payments per month. At December 31, 2008, the balance in the Bond and Interest 
Sinking Fund was $6,813 which was sufficient to cover January 2009 interest payments. 
Monthly deposits continue to be made to provide for the next principal and interest 
payments. 

The Reserve Fund (called Sinking Fund on the District's books) is required to receive 20Y0 of 
the revenues after transfers to the Bond and Interest Fund each month until the required 
balance is on deposit. At this time the required balance is on hand so no additional deposits 
are being made. The required balance of the Fund per the bond ordinance is $7,800. The 
actual balance in this account at December 31 , 2008 was $1 90,120 consisting of certificates 
of deposit of $189,857 and cash of $263. This resulted in an excess of $182,320 at 
December 31 , 2008. The actual balance in this account at December 31,2007 is $1 81,168 
consisting of certificates of deposit of $181,080 and cash of $88. This resulted in an excess 
of $173,368 at December 31, 2007. 

The Depreciation Fund is required to receive 10% of the remaining Revenue Fund balance 
after the Bond and Interest Fund and the Reserve Fund required deposits have been met 
each month. The required balance per the bond ordinance is $40,000. The KIA loan also 
requires an annual deposit equal to 10% of the annual installment until the account is 
funded, $26,400. The actual balance in this account at December 31 , 2008, was $51,714, 
consisting of $2,695 in cash and $49,019 in certificates of deposit. The actual balance in 
this account at December 31,2007 was $47,372, consisting of $24,540 in cash and $22,832 
in certificates of deposit. This account is currently under funded by $1 3,108. The District is 
only making the deposit to meet the KIA installment. Since the sinking fund is over funded 
by $1 82,320 no ordinance has been broken. 

Note 8. Capital Assets 

A summary of Hickory Water District's change in capital assets during 2008 and 2007 is as 
follows: 
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Balance at 
January 1,2008 - 

Balance at 
DisDosals December31 ~ 2008 . Additions 

Land & Land Rights 
Structures & improvements 
Distribution System 
Machinery & Equipment 

Total at Historical Cost 

$ -0- 
-0- 

26,922 
795 

$ 27,717 

$ -0- 
-0- 
-0- 
-0- 

$ -0- 

$ 21,417 
114,960 

4,194,587 
1 12,490 

$4,443,454 

$ 21,417 
114,960 

4,221,509 
113.285 

$4,471,171 

Less: Accumulated Depreciation 
Structures & Improvements 
Distribution System 
Machinery & Equipment 

Total Accumulated Depreciation 

($ 1,427) 
( 85,315) 

6,284) 
($ 93.027) 

( $  80,210) 
( 2,043,695) 
( 57,181) 
( $2,181,086) 

$ -0- 
-0- 
-0- 
-0- 

( $  81,637) 
( 2,129,010) 
( 63,465) 
( $2.274,112) 

Capital Assets, Net 3 -0- 

Balance at 
- January 1.2007 

Balance at 
Disposals December 31.2007 Additions - 

Land & Land Rights 
Structures & Improvements 
Distribution System 
Machinery & Equipment 

Total at Historical Cost 

$ -0- 
875 

415,020 
13,914 

3 429,809 

$ 21,417 
114,085 

3,779,567 
98,576 

$4,013,645 

$ -0- $ 21,417 
-0- 114,960 
-0- 4,194,587 
-0- 112,490 

$ -0- $4,443,454 

Less. Accumulated Depreciation 
Structure & Improvements 
Distribution System 
Machinery & Equipment 

Total Accumulated Depreciation 

($ 1,427) 
( 84,035) 
( 4,647) 
($ 90,109) 

$ -0- ($ 80,210) 
-0- ( 2,043,695) 
-0- ( 57,181) 

$ -0- ($2.181.086) 

($ 78,783) 
( 1,959,660) 
( 52,534) 
($2.090.977) 

Capital Assets, Net $1.922.668 

Note 9. Related Parties 

There was related party (district customer's) contract labor of $36,136 in 2008 and $35,680 
in 2007. 

Note 10. Customer Dependence 

The District's largest customer represents less than 10% of the (gross) operating revenue. 
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Note I I. Use of Estimates 

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 and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates. 

Note 12. Grant(s)/Loans 
In the normal course of operations, the District receives grant/loan funds from various 
Federal andlor State agencies. The granvloan program(s) are subject to audit by agents of 
the granting authority, the purpose of which is to ensure compliance with conditions 
precedent to the grantinglloaning of funds. Any liability for reimbursement which may arise 
as the result of an audit(s) is not believed to be material. 

Note 13. Budget 

The budget for the proprietary fund operation is prepared on the cash and expenditures 
basis. Revenues are budgeted in the year receipt is expected; and expenditures are 
budgeted in the year that the applicable expenditure is expected to be made Budgeted 
appropriations lapse at year-end. 

Note q4. Customer Accounts Receivable 

During the year, customer water meters are read and bills rendered throughout monthly 
period(s). Because not every meter is read on the same date, revenue for water distributed 
but not yet billed is accrued at year-end to match revenues with related expenses. Estimated 
unbilled water service revenue of $12,000 is included in accounts receivable at December 
31, 2008 and December 31, 2007. 

The District provides an allowance for doubtful collections that is based upon a review of 
outstanding receivables, historical collection information, and existing economic conditions. 
Normal contracts receivable are due 30 days after billing. Receivables past due are 
considered delinquent. Delinquent receivables are written off based on individual credit 
evaluation and specific circumstances of the customer. No provision for doubtful accounts 
has been made at December 31, 2008 and 2007, as management considers all amounts 
fully collectible. 
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Note 15. Fund Equity - Restricted Net Assets 

Restricted for Debt Service: 
KIA loan and 1 revenue bond 

Cash 
Add: Accrued interest receivable 
Less: Accrued interest payable 

Invested in Capital Assets, Net of Related Debt: 
Non depreciable capital assets-land 
Depreciable capital assets- 

Utility plant in service 
Accumulated depreciation 

Current portion of long-term debt 
Long-term debt-non current 

Note 16. Risk Management 

2008 

$ 248,648 
1,347 

( 2,353) 

$ 247,642 

$ 21,417 

4,449,754 

( 393,455) 

( 2,274,112) 
( 29,335) 

$ 1!774!269 

2007 

$ 235,398 
1,347 

( 2,583) 

$ 234,162 

$ 21,417 

4,422,037 
( 2,181,086) 
( 28,885) 
( 422,790) 

$1 !810,693 

The District is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; and natural disasters. The District carries commercial insurance for 
risk of loss. The District did not have settled claims that exceeded the District’s commercial 
insurance coverage in any of the past three years. The District’s coverage is included in the 
supplemental data. 
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REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

To the Board of Commissioners 
Hickory Water District 
H i cko ry , Kentucky 

We have audited the financial statements of Hickory Water District, Hickory, Kentucky, as of and for the 
year ended December 31 , 2008 and 2007 and have issued our report thereon dated May 21,2009. The 
report on Hickory Water District was qualified because, as described in the third paragraph, the financial 
statements are prepared on a prescribed basis of accounting that demonstrates compliance with the 
regulatory basis of accounting and practices prescribed by the Public Service Commission. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Governmenf Auditing Sfandards, issued by the 
Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Hickory Water District's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Hickory 
Water District's internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of Hickory Water District's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies 

A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects Hickory Water District's ability to initiate, authorize, record, process, or report financial 
data reliably in accordance with generally accepted accounting principles such that there is more than a 
remote likelihood that a misstatement of Hickory Water District's financial statements that is more than 
inconsequential will not be prevented or detected by Hickory Water District's internal control. We consider 
the deficiencies described in the accompanying schedule of findings and questioned costs to be significant 
deficiencies in internal control over financial reporting. 
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To the Board of Commissioners 
Hickory Water District 
Page Two 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by Hickory Water District’s internal control. 

Our consideration of the internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses However, we believe that none of the significant 
deficiencies described above is a material weakness. 

+ 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Hickory Water District‘s financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, 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 our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required 
to be reported under Government Auditing Standards and which are described in the accompanying 
schedule of findings and questioned costs. 

Hickory Water District’s response to the findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. We did not audit Hickory Water District’s response and 
accordingly, we express no opinion on it. 

This report is intended solely for the information and use of the Board of Commissioners, GMAC 
Commercial Mortgage Corporation, the Public Service Commission of Kentucky, and lending institutions 
and is not intended to be and should not be used by anyone other than these specified parties. 

Mayfie Id, Kentucky 
May 21, 2009 
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HICKORY WATER DISTRICT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Year Ended December 31,2008 

FINDINGS RELATIVE TO THE AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOV€RNM€NT AUDlTlNG STANDARDS 

SIGN I Fl CANT DEFl C I EN= 

BILLING SYSTEM CONDITION: The outside meter reading and billing service organizations 
which read meters and process the water billing transactions 
and reports fail to have efficient controls over transaction 
processing. Meters are sometimes misread or logged 
incorrectly or the data is not input correctly during processing. 
This was also a prior year significant deficiency. 

CRITERIA: Internal controls should be put in place to have efficient controls 
over transaction processing and appropriate reviews of the 
billing output. 

EFFECT: 

R EC O M M E N DATION : 

INSTITUTION'S RESPONSE: 

Customer bills are incorrect and have to be adjusted by the 
District. 

Procedures should be implemented to timely monitor, review, 
and approve billing transactions and reports. 

The institution agrees with the finding. The institution is 
continually working with the outside organizations to correct 
processing errors and reports as they occur. The district is in the 
process of changing vendors for these services. 

The District is lacking appropriate controls within the office 
regarding the area of cash collections. The office has only one 
person who must receive payments and make daily deposits. 
This was also a prior year significant deficiency. 

CASH COLLECTIONS CONDITION: 

CRITERIA: 

EFFECT: 

R ECO M M E N DATION : 

I N ST ITlJTI ON'S RESPONSE: 

Internal controls should be put in place to have efficient controls 
over cash. Management should monitor adjustments and bank 
accounts. 

Conditions in the District's small office allow the possibility of 
mishandling of cash receipts. 

Procedures should be implemented to timely monitor and review 
the District's receipts and deposits. 

Management is aware of this matter and is continually 
monitoring procedures within the operation in order to detect any 
problems that could occur. The district is currently in the process 
of contracting with a vendor who services several water districts 
to perform the duties of cash collections. 
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SUPPLIES CONDITION: The District is lacking appropriate controls within the office 
regarding the usage and payment for materials and supplies. 
There is no monitoring to ensure the materials and supplies are 
being used for the district’s customers and invoices are paid 
without assurance the district received the items listed on the 
invoice. This was also a prior year significant deficiency. 

CRITERIA: 

EFFECT: 

RECOMMENDATION: 

INSTITUTION’S RESPONSE: 

Internal controls should be put in place to have efficient controls 
over the usage and payment for materials and supplies. 

Conditions in the District allow the possibility of mishandling 
materials and supplies. 

Procedures should be implemented to timely monitor, review, 
and approve payment for and use of materials and supplies. 

Management will have contractors match supplies received to 
invoice and have invoice forwarded to clerk to match with 
statement. Management will monitor supplies for appropriate 
use. The District is currently contracting with a vendor to handle 
all areas dealing with materials & supplies. 

The auditor prepares the financial statements and notes for the 
District. 

Internal controls should be put in place for the chairman to 
review and approve the financial statements and notes The 
District is to accept full responsibility for the accuracy of the 
financial statements and notes 

PREPARATION OF FINANCIAL 
STATEMENTS CONDITION: 

CRITERIA 

EFFECT: 

R EC 0 M M EN DATION : 

INSTITUTION’S RESPONSE: 

Financial statements including notes are currently being 
prepared by client’s auditor. 

Procedures should be implemented to allow the District to 
prepare their own financial statements and notes. 

Management is aware of the new situation regarding the 
preparation of financial statements and is currently looking into 
the best way to handle the situation. 
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SUPPLEMENTAL INFORMATION 



SUPPLEMENTAL DATA 

H IC KO RY WATER DISTRICT 

CERTIFICATE OF INSURANCE - "UNAUDITED" 

Propertv Insurance: 

Property 
Description Policv # 

Property, tanks, 
& Office CAP 5160799 

Amount of Expiration 
Insurance Co. & Address Coveraqe Date 
Cincinnati Ins. Co. 
c/o Peel & Holland, lnc 
Mavfield, Kentucky $1,326,500 10/26/1 1 

Liability Insurance: 
Amount of Expiration 

Policy # Insurance Co. & Address Coveraqe Date 

CAP 5160799 Cincinnati, Ins., Co. 
Liabilitv c/o Peel & Holland, Inc. 

Mavfield. Kentuckv $1,000,000 10/26/11 

Fidelity Bond Coverage: 
Amount of Expiration 

Position Bonded P O W  Insurance Co.& Address Coveraqe Date 

Employee CNA 
dishonesty c/o McClain, Baugh & Sims $ 45,000 
Blanket Position 69566588 Mavfield. Kentuckv ea. oerson 9/1/09 

C NA 
c/o McClain, Baugh & Sims 

Access Permit 695431 17 Mavfield Kent uc kv 20,000 612109 

I certify that the insurance and bond coverage shown above is currently effective and copies of the 
insurance policies are on file with our office. 

Chairman 
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SUPPLEMENTAL DATA 

HICKORY WATER DISTRICT 

CUSTOMER ACCOUNTS RECEIVABLE 
DECEMBER 31,2008 

0-30 days 31-60 days 

$ 36,203 $ 6-91 0 

Total 
61-90 days over 90 days Receivables 

$ 3,937 $ 1,010 $ 48,060 
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