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Eastern Rockcastle Water Association ("ERWA") has applied to adjust its water 

service rates and to adjust certain nonrecurring charges. By this Order, the 

Commission approves water service rates that will generate $51 ,288 in additional 

annual revenues , an 18.72 percent increase to pro forma present rate revenues of 

$273,978. A typical residential bill will increase from $52.95 to $62 .87 per month, an 

increase of $9.92, or 18.73 percent.1 The Commission also approves a change to 

ERWA's meter read fee from $5 to $35 , a 600 percent increase. 

ERWA tendered its application pursuant to 807 KAR 5:076 on November 3, 

2014. The application was considered filed on November 20, 2014, when all filing 

deficiencies were cured. On November 25, 2014, the Commission issued a procedural 

order to ensure the orderly review of ERWA's application . 

On November 17, 2014, Gary Mason ("Mr. Mason") filed a motion to intervene. 

By Commission Order dated December 5, 2015, Mr. Mason's request was granted. 

Pursuant to the procedural schedule in this case, Staff issued a report on 

February 25 , 2015, finding that ERWA's adjusted test-year operations support a 

1 A typical residential customer is assumed to purchase 5,000 gallons of water per month through 
a 5/8-inch x 3/4-inch meter. 



$51 ,288 increase to annual water sales revenue. Staff also found that ERWA should 

change the depreciable lives assigned to certain assets when calculating depreciation 

for accounting and ratemaking purposes. Staff applied methods and practices that are 

generally accepted by the Commission to review the reasonableness of the rates and 

charges requested in ERWA's application. 

On March 1 0, 2015, Mr. Mason responded to Staff's report objecting to the 

amount of the increase calculated by Staff. In his response, Mr. Mason proposed a 10 

percent increase to ERWA's current rates and further proposed that the Meter Read 

Fee be increased to $25, rather than the $35 calculated by ERWA. Mr. Mason based 

his proposal for a 10 percent increase to ERWA's current rates upon eliminating 

employer-paid health insurance for ERWA's two employees and upon the amount of 

water loss that should be considered in determining the revenue requirement. Mr. 

Mason based his proposal to increase the Meter Read Fee to $25 upon using 

QuickBooks accounting software to generate reports, which he asserts would lower 

expenses by saving on labor and supply costs. Mr. Mason alleges that ERWA is 

receiving "free water" as a result of underreported water flow by ERWA's suppliers' 

master meters. Also in his response, Mr. Mason raises questions regarding service 

complaints. 

On March 11, 2015, ERWA filed responses to Staff's report wherein it accepted 

Staff's findings and requested that the scheduled informal conference be cancelled . 

The informal conference, in which all parties participated, was held on March 19, 

2015. During the informal conference, ERWA confirmed that one of its suppliers' 
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master meters failed to accurately measure the waterflow. A memo summarizing the 

discussion of the conference was filed into the record on March 23, 2015. 

Having considered the evidence of record and being otherwise sufficiently advised, 

the Commission finds that: 

1. ERWA was organized pursuant to KRS Chapter 273. It owns and 

operates a water distribution system through which it provides water service to 

approximately 604 customers in Rockcastle and Jackson counties, Kentucky. 2 

2. The calendar year ending December 31 , 2013, should be used as the test 

year to determine the reasonableness of ERWA's existing and proposed water rates . 

3. Based upon pro forma test-year operations, ERWA's total pro forma 

present rate revenue and total pro forma operating expenses, after adjusting for known 

and measurable changes, are $296,454 and $284,017, respectively. 3 

2 Staff Report at 1 . 

3 /d. at 5. The revenues and expenses listed below include all regulated and non-regulated 
operations that should be accounted for when calculating ERWA's income that is available to service its 
debt. 

Water Sales Revenue $ 273,978 

Other Operating Revenue 19,971 

Interest Income 1,030 

Revenues from Merchandis ing, Jobbing and Contract Work 1,475 

Total Revenue $ 296,454 

Operation and Maintenance Expenses $ 222,280 

Taxes Other Than Income 3,818 

Depreciation 57,919 

Total Expenses $ 284,017 
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4. ERWA currently has outstanding bond issues payable to the United States 

Department of Agriculture Rural Development ("RD") that were assumed to finance the 

cost of a water system improvement project. The three-year average of the principal 

and interest payments for the years 2015 through 2017 on the water bonds is $53,104.4 

5. The Commission has historically used a Debt Service Coverage ("DSC") 

method to calculate the revenue requirements of water districts with long-term debt. 

6. Application of the Commission's DSC method to ERWA's pro forma 

operations results in an overall revenue requirement of $347,742. Revenue of 

$325,266 from water service rates is necessary to generate the overall requirement. 5 

7. The rates set forth in Appendix A to this Order will produce the required 

total revenue requirement, are fair, just, and reasonable , and should be approved for 

service rendered on and after the date of this Order. 

8. The water service rates requested by ERWA will produce $355,980 in 

annual water sales revenues and should be denied.6 

9. During the test year, ERWA used service lives for New Services and 

Water Lines(Transmission and Distribution Mains that are at variance with those found 

4 ld at 14. 

5 ld at 13. 

6 

Pro Forma Present Rate Water Sales Re\€nue 

Plus : Increase Requested by ERWA 

$273,978 x 29.93 perecent 

Water Sales Re\€nue from Requested Rates 
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$ 273,978 

82,002 

$ 355,980 
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