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August 23, 2011

PARTIES OF RECORD

Re: Case No. 2011-00083
Application of Elkhorn Water District for Alternative Rate Adjustment

Attached is a copy of the memorandum which is being filed in the record of the above-
referenced case. If you have any comments you would like to make regarding the
contents of the informal conference memorandum, please do so within five days of

receipt of this letter. If you have any questions, please contact Richard Raff at 502-564-
3940, Extension 263.
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INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO: Main Case File - Case No. 2011-00083

FROM: Richard Raff, Staff Attorney ﬂ?ﬂ

DATE: August 23, 2011

RE: Informal Conference of August 12, 2011
Application of Elkhorn Water District for Alternative Rate
Adjustment

Pursuant to a Commission Staff Notice issued on August 11, 2011, an informal
conference was held at the Commission’s offices on August 12, 2011. A list of
attendees is attached hereto.

The purpose of the conference was to discuss Elkhorn Water District's pending
rate case. Commission Staff had assisted Elkhorn in the preparation of the rate case,
which is based on a 2009 test year. Staff noted that Elkhorn’s 2009 Annual Report
shows revenues to be $215,452, whereas utilizing the level of sales reflected in
Elkhorn’'s computer billing records for a 12 month period, revenues should be
approximately $291,770. Elkhorn stated that the computer billing records provided to
Staff were unreliable due to a prior computer programming error, and that Elkhorn could
not determine which 12 months were covered by the computer records provided.

Staff also discussed an error that it made in calculating Elkhorn’s debt service
and coverage adjustment. Rather than following Staff's historic practice of basing the
adjustment on a three year average, the adjustment refiected the sum of three years
debt service. Due to this error, in combination with the inability to verify Elkhorn’s 2009
level of sales and revenues, Staff and Elkhorn agreed that the test year utilized in this
rate case should be updated to calendar year 2010. To properly update the test year,
staff requested Elkhorn to file updated financial information, and Elkhorn agreed to do
so. The update information to be filed by Elkhorn is set forth in a schedule attached
hereto.
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2010 General Ledger

Cash receipt and disbursements ledger for 2010 and 2011.

Accountant’s work papers and year-end adjusting entries for 2010.

Depreciation schedule for 2010.

Minutes of Commissioner or Board of Directors meetings for 2010.

Documentation to support any proposed changes in expenses.

Schedule of all taxes assessed against the utility.

Schedule of all insurance coverage including Workers’ Comp.

Schedule of all long and short term debt including amortization Schedules.

All contracts and agreements entered into with any individual or business. (Rent, plant

operator.computer lease, etc.

All invoices for 2010.

All payroll information for 2010 including all pay increases given for 2009 and 2010 and
any pay increases given in or scheduled for 2011. All Federal and Kentucky payroll tax
returns.

A schedule of all plant additions and retirements for 2010.

A copy of the 2010 audit report.
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