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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

 

In the Matter of:   

    

Application of Garrison-Quincy-Ky-O-   ) 

Heights Water District for Approval of    )  Case No. 2015-00052 

a Certificate of Public Convenience and   ) 

Necessity and Approval of Financing  ) 

 

 

 

APPLICATION OF  

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT 

 

 

An expedited review of this application for financing approval is 

respectfully requested because the utility’s eligibility for Kentucky 

Infrastructure Authority financing, including principal forgiveness of 

$207,750, will expire on April 3, 2015. 

 

 

1. Garrison-Quincy-Ky-O-Heights Water District (“Garrison-Quincy”) is hereby 

petitioning the Public Service Commission of Kentucky for approval of financing pursuant to 

KRS 278.300 and approval of a certificate of public convenience and necessity pursuant to KRS 

278.020. 

2. Garrison-Quincy’s mailing address is P. O. Box 279, Garrison, KY 41141.   Its 

email address is garrisonwater@windstream.net.  

3. Garrison-Quincy is a non-profit water district organized under KRS Chapter 74.  

It has no articles of incorporation or partnership agreements. 

4. A description of Garrison-Quincy’s water system and its property, stated at 

original cost by accounts, is contained in its 2013 annual report, which is incorporated herein by 

reference.   
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5. Garrison-Quincy is requesting approval for an $831,000 Drinking Water SRF 

loan for its Well and Water Treatment Plant Improvement Project.  This project involves 

construction of a 250-gallon-per-minute well to replace a well that is not performing. Another 

well will be refurbished. Two other wells that were constructed in the mid 1960’s are plugged 

and the reduced flow cannot keep up with demand. The project will also replace two pressure 

filters with new vertical filters.  The Kentucky Infrastructure Authority has committed to funding 

this loan at an interest rate of 0.75% over 20 years with 25% principle forgiveness.  The funding 

will be used for construction, engineering, planning, administrative, and legal fees.  More 

information about the loan can be found in the Conditional Commitment Letter, which is 

attached hereto as Exhibit 1. 

6. The proceeds of the financing are not intended to refund outstanding obligations. 

7. Garrison-Quincy has no trust deeds or mortgages. 

8. Garrison-Quincy will not be acquiring any real property. 

9. Garrison-Quincy had less than $5,000,000 in gross annual revenue in the 

immediate past calendar year.  Material changes to the utility’s operations have not occurred 

since the end of 2013, which is the calendar year for which Garrison-Quincy’s most recent 

annual report is on file with the Commission. 

10. Garrison-Quincy’s outstanding bonds are listed in Exhibit 2 of this Application.  

It has no other indebtedness, stock, mortgages, or notes.   

11. As a non-profit water district, Garrison-Quincy has not paid any dividends. 

12. A detailed income statement and balance sheet are attached as Exhibit 3 to this 

Application.  To the extent that more detailed information is requested, Garrison-Quincy requests 

a deviation from the regulation, pursuant to Section 22 of 807 KAR 5:001.  In support of this 
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request, Garrison-Quincy states that detailed financial information is contained in the 2013 

annual report, which is on file with the Commission, and that there has been no material changes 

to the utility’s operations since 2013. 

13. The Conditional Commitment Letter from Kentucky Infrastructure Authority 

placed a condition on approval of financing that “The District [Garrison-Quincy] shall receive 

the final order from the Public Service Commission that authorizes rates that are sufficient to 

meet the debt service coverage requirements of the Assistance Agreement.”   In Case No. 2013-

00350, the Commission approved a rate increase for Garrison-Quincy, the second phase of which 

was implemented on February 20, 2015.  Utilizing the analysis of the Commission Staff report 

from Case No. 2013-00350 (attached hereto as Exhibit 4) and recognizing that Garrison-

Quincy’s operations have not materially changed since the test period used therein,
1
 it is apparent 

that Garrison-Quincy’s new rates will generate sufficient revenue to meet the debt service 

coverage requirements of KIA’s Assistance Agreement.  Accordingly, Garrison-Quincy requests 

that the Commission enter a specific finding of fact that Garrison-Quincy’s current rates are 

sufficient to meet the debt service coverage requirements of the Assistance Agreement. 

14. The planned construction project is necessary in order for Garrison-Quincy to 

maintain sufficient water treatment capacity to serve its customers.  The project will consist of 

construction of a new 200 gallon-per-minute, gravel-packed well that will replace an existing 

well that is plugged and unable to keep up with demands.  This new well will be constructed 

within Garrison-Quincy’s existing property at its water treatment plant site.  Affiliated with the 

new well, a test well, well pump, associated piping, raw water line, associated electrical work, 

and related appurtenances will be installed.  In addition, another existing well will be 

refurbished.  The project will also replace two pressure filters with the installation of two vertical 

                                                           
1
 Garrison-Quincy affirmatively states that its operations have not materially changed since 2012. 
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pressure filters, air wash blower, piping, valves, controls, meters, electrical work, and a 

dehumidifier.  These new filters and related improvements to the water treatment plant will 

improve iron and manganese removal.   

15. Without the new well, refurbishment of another well, and improvements to 

Garrison-Quincy’s water treatment plant, Garrison-Quincy will not be able to continue to meet 

its customers’ demands. 

16. A copy of the permit from the Division of Water is forthcoming and will be filed 

as soon as it is received.  Garrison-Quincy anticipated that the Division of Water would have 

issued the permit by the filing of this application.  It did not want to further delay the 

Commission’s review of the financing portion of the application, and therefore, has decided to 

submit the application without this permit.  Garrison-Quincy requests a deviation from the 

regulation for the Commission to accept this application without the Division of Water permit 

with the understanding that the permit will be filed prior to the issuance of the certificate of 

public convenience and necessity, or in the alternative, to accept the portion of the application 

for approval of financing because timing is of the essence on that portion of the application.  No 

other permits or franchises are necessary. 

17. A full description of the proposed location of the facilities, including a description 

of the manner in which the facilities will be constructed, is contained in the engineering plans, 

which are attached as Exhibit 5.  The proposed construction will not compete with any entity. 

18. Copies of maps showing the proposed construction are contained in the 

engineering plans, which are attached as Exhibit 5.  No facilities owned by others are located 

anywhere within the map area. 

19. Plans, specifications, and drawings of the proposed plant, equipment, and 
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facilities are contained in the engineering plans, which are attached as Exhibit 5.   

20. Garrison-Quincy proposes to finance the proposed project through financing 

obtained from the Kentucky Infrastructure Authority, which is discussed above. 

21. Garrison-Quincy estimates that the proposed project will not affect the annual 

cost of Garrison-Quincy’s operations with the exception of servicing the debt for the project.  

Because the new vertical pressure filters are more efficient than the filters that they are replacing, 

operations and maintenance expenses will probably be slightly lower after the project is 

complete.  

22. The engineering plans, which are attached as Exhibit 5, have been signed, sealed, 

and dated by an engineer registered in Kentucky. 

WHEREFORE, Garrison-Quincy respectfully requests that the Commission enter an 

order approving the planned financing with a specific finding of fact that Garrison-Quincy’s 

current rates are sufficient to meet the debt service coverage requirements of the Assistance 

Agreement.  Garrison-Quincy also requests an order from the Commission granting the utility a 

certificate of public convenience and necessity for the planned project. 

Respectfully submitted, 
 

STURGILL, TURNER, BARKER & MOLONEY, PLLC 
 
 
     ____________________________________________ 

M. TODD OSTERLOH 
STURGILL, TURNER, BARKER & MOLONEY, PLLC 
333 W. Vine Street, Suite 1400 
Lexington, Kentucky 40507 
Telephone No.:  (859) 255-8581 
Fax No.: (859) 231-0851 
tosterloh@sturgillturner.com 
 

ATTORNEY FOR APPLICANT 

  



AFFIDAVIT

Comes the affiant, after being duly cautioned and sworn, and states as follows:

I, John Pierce, am the general manager and chief executive officer of the Applicant

Garrison-Quincy-Ky-O-Heights Water District and that I have read the foregoing Application

and knows the contents thereof, and that the same is true of my own knowledge, except as to

matters which are therein stated on information or belief, and that is to those matters, I believe

-
them to be true.

Further the affiant sayeth naught.

COMMONWEALTH OF KENTUCKY
0
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)
)
)

Subscribed and sworn to before me by JOHN PIERCE on this *" Sn#v ,f
F-r A ., tO-\. I ,2015.
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My commission expires:
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KENTUCKY INFRASTRUCTURE AUTHORITY
Steven L. Beshear 1024 Capital Center Drive, Suite 340 John E. Covington III
Governor Frankfort, Kentucky 40601 Executive DirectorPhone (502) 573-0260

Fax (502) 573-0157
http://kia ky.gov

October4, 2013

Mr. Jonathon Bivens, Chairman
Garrison-Quincy-KY-O-Heaghts Water District
P.O.Box279

-

Garrison KY 41141
-j CD

rn

KENTUCKY INFRASTRUCTURE AUTHORITY
FEDERALLY ASSISTED DRINKING WATER REVOLVING LOAN FUND

CONDITIONAL COMMITMENT LETTER (F13-034)

Dear Chairman Bivens:

The Kentucky Infrastructure Authority (“the Authority”) commends your efforts to
improve public service facilities in your community. On October 3, 2013, the Authority
approved your loan for the New Well and WTP Improvement Project subject to the
conditions stated below. The total cost of the project shall not exceed $831,000 of
which the Authority loan shall provide $831,000 of the funding. The final loan amount
will be equal to the Authority’s portion of estimated project cost applied to the actual
project cost. Attachment A incorporated herein by reference fully describes the project.

An Assistance Agreement will be executed between the Authority and the Garrison
Quincy-KY-O-Heights Water District upon satisfactory performance of the conditions set
forth in this letter. A period of twelve months from the date of this letter (10/4/14) will be
allowed for you to meet the conditions set forth in this letter and enter into an Assistance
Agreement. A one-time extension of up to six months may be granted for applicants
that experience extenuating circumstances. Funds will be available for disbursement
only after execution of the Assistance Agreement.

The Assistance Agreement and this commitment shall be subject, but not limited to, the
following terms:

1. The Authority project loan shall not exceed $831,000.

J<entuëkPUNBRIDLED SPIRIT -

KentuckyU nbridledSpirit.com An Equal Opportunity Employer M/F/D



Chairman Jonathon Bivens
October 4, 2013
Page 2

2. The loan shall contain principal forgiveness in the amount of 25%. Actual
amortized loan and forgiveness amounts will be based on actual project
costs drawn from the Authority.

3. The loan shall bear interest at the rate of 0.75% per annum commencing
with the first draw of funds.

4. The loan shall be repaid over a period not to exceed 20 years from the
date the loan is closed.

5. Interest shall be payable on the unforgiven amount of actual funds
received. The first payment shall be due on June 1 or December 1
immediately succeeding the date of the initial draw of funds, provided that
if such June 1 or December 1 shall be less than three months since the
date of the initial draw of funds, then the first interest payment date shall
be the June 1 or December 1 which is at least six months from the date of
the initial draw of funds. Interest payments will be due each six months
thereafter until the loan is repaid.

6. Full principal payments will commence on the appropriate June 1 or
December 1 within twelve months from initiation of operation. Full
payments will be due each six months thereafter until the loan is repaid.

7. A loan servicing fee of 0.25% of the annual outstanding loan balance shall
be payable to the Authority as a part of each interest payment.

8. Loan funds will be disbursed after execution of the Assistance Agreement
as project costs are incurred.

9. The Authority loan funds must be expended within six months of the
official date of initiation of operation.

10. Fund “F” loan funds are considered to be federal funds. 0MB Circular A-
133, “Audits of States, Local Governments and Non-Profit Organizations,
requires that all recipients and subrecipients expending $500,000 or
more in a year in federal awards must have a single or program
specific audit conducted for that year in accordance with the Circular.
If the federal amount expended plus all other federal funds expended
exceeds the threshold, you are required to arrange for an A-133 audit to
be performed by an independent, licensed CPA, or in special cases, the
Auditor of Public Accounts of the Commonwealth of Kentucky.



Chairman Jonathon Bivens
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11. The Authority requires an annual audit to be performed for the life of the
loan.

The following is a list of the standard conditions to be satisfied prior to execution of the
Assistance Agreement or incorporated in the Assistance Agreement. Any required
documentation must be submitted to the party designated.

1. The Authority to Award (bid) package must be submitted to the Division of
Water for approval within 14 days of bid opening.

2. The Assistance Agreement must be executed within six (6) months from
bid opening.

3. Documentation of final funding commitments from all parties other than
the Authority as reflected in the credit analysis shall be provided prior to
preparation of the Assistance Agreement and disbursement of the loan
monies. Rejections of any anticipated project funding shall be
immediately reported and may cause this loan to be subject to further
consideration.

4. The loan must undergo review by the Capital Projects and Bond Oversight
Committee of the Kentucky Legislature prior to the state’s execution of the
Assistance Agreement. The committee meets monthly on the third
Tuesday. At this time we know of no further submission required for their
review; however, they may request information as needed.

5. Any required adjustment in utility service rates shall be adopted by
ordinance, municipal order or resolution by the appropriate governing
body of the Borrower. Public hearings as required by law shall be held
prior to the adoption of the service rate ordinance, order, or resolution.
Any required approvals by the Kentucky Public Service Commission shall
be obtained.

6. The Borrower must complete and return to the Authority the attached
“Authorization For Electronic Deposit of Vendor Payment” Form.

7. An environmental review shall be conducted by the Division of Water for
all construction projects receiving DWSRF funds, within the term of this
binding commitment and prior to project bid.
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8. Technical plans and specifications and a complete DWSRF specifications
checklist shall be approved by the Division of Water prior to project bid.

9. All easements or purchases of land shall be completed prior to
commencement of construction. Clear Site Certification of all land or
easement acquisitions shall be provided to the Division of Water. DOW
representatives shall be notified for attendance of the pre-construction
conference.

10. Project changes or additions shall require a complete environmental and
change order review before they can be included in the DWSRF loan
project.

11. Applicant must provide certification from their legal counsel stating that
they have prepared construction specifications in accordance with all
applicable state or federal wage rate laws, and that the procurement
procedures, including those for construction, land, equipment and
professional services that are a part of the project, are in compliance with
applicable federal, state and local procurement laws.

12. The Borrower shall comply with all Davis Bacon related monitoring and
reporting and require all contractors to pay wages pursuant to applicable
prevailing wage rates (federal or state) for all work relating to the subject
Project.

13. The project shall comply with the reporting requirements of the
Transparency Act, and shall complete the attached Transparency Act
Reporting Information Form and provide to the Authority no later than 30
days after the KIA Board approval date of your loan.

14. If the project has a “Green Reserve” component, the Borrower must
submit a Business Case, if required.

Any special conditions listed below and/or stated in Attachment A must be resolved.

Please inform the Authority of any changes in your financing plan as soon as possible.
We wish you every success for this project which will benefit both your community and
the Commonwealth as a whole.
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Sincerely,

Tammy J. McCall
Financial Analyst

Attachments

cc: Laura Jefferson, Buffalo Trace Area Development District
John Pierce, Garrison-Quincy-KY-O-Heights Water District
Robert Blankenship, HMB Professional Engineers, Inc.
Jeff Reynolds, HMB Professional Engineers, Inc.
Division of Water
Dirk Bedarff, Peck, Shaffer & Williams LLP
State Local Debt Office, DLG
Borrower File - Garrison-Quincy-KY-O-Heights Water District - Fl 3-034

Please sign and return a copy of this letter indicating your acceptance of this
commitment and its terms. Also attach the completed “Authorization For Electronic
Deposit of Vendor Payment” Form.

, //

Accepted Date



ATTACHMENT A

Garrison-Quincy-KY-O-Heights Water District
Fl 3-034



EXECUTIVE SUMMARY Reviewer Jeff Absh ire
KENTUCKY INFRASTRUCTURE AUTHORITY Date October 3, 2013
FUND F, FEDERALLY ASSISTED DRINKING WATER KIA Loan Number F13-034
REVOLVING LOAN FUND WRIS Number WX21135013

BORROWER GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
LEWIS COUNTY

BRIEF DESCRIPTION

This project involves construction of a 250 gallon per minute well to replace a well that is not performing. Another well will be
refurbished. The project will also replace two pressure filters with new vertical filters.

PROJECT FINANCING PROJECT BUDGET RD Fee % Actual %
Fund F Loan $831,000 Administrative Expenses $10,000

Legal Expenses 5,000
Land, Easements 1.000
Planning 25,000
Eng - Design 9.5% 7.2% 45,600
Eng - Constr! Insp 6.6% 9.2% 58,400
Eng - Other 10,000
Construction 582,000
Contingency 55,000
Other 39,000

TOTAL $831,000 TOTAL $831,000
REPAYMENT Rate 0.75% Est. Annual Payment $35,175

Term 20 Years 1st Payment 6 Mo. after first draw
PROFESSIONAL SERVICES Engineer HMB Professional Engineers, Inc.

Bond Counsel Peck, Shaffer, & Williams
PROJECT SCHEDULE Bid Opening May-14

Construction Start Jul-14
Construction Stop Feb-iS

DEBT PER CUSTOMER Existing $1,432
Proposed $1,977

OTHER DEBT See Attached
OTHER STATE-FUNDED PROJECTS LAST 5 YRS See Attached

RESIDENTIAL RATES Users Avg. Bill
Current 1,084 $29.32 (for 4,000 gallons)
Additional 0 $44.91 (for 4,000 gallons)

REGIONAL COORDINATION This project is consistent with regional planning recommendations.

Cash Flow Before Cash Flow After Debt
CASHFLOW Debt Service Debt Service Service Coverage Ratio
Audited 2010 107,537 59,662 47,875 1.8
Audited 2011 32,908 24,700 8,208 1.3
Audited 2012 87,539 86,949 590 1.0
Projected 2013 71,039 87,173 (16,134) 0.8
Projected 2014 119,132 87,443 31,689 1.4
Projected 2015 173678 105,224 68,454 1.7
Projected 2016 185,863 122,442 63,421 1.5
Projected 2017 169,573 122,021 47,552 1.4



Reviewer:
Date:

Loan Number:

Jeff Abshire
October 3, 2013
Fl 3-034

KENTUCKY INFRASTRUCTURE AUTHORITY
DRINKING WATER STATE REVOLVING FUND (FUND “F”)

GARRISON QUINCY KY-O-HEIGHTS WATER DISTRICT, LEWIS COUNTY
PROJECT REVIEW

WX21135013

I. PROJECT DESCRIPTION

The Garrison Quincy KY-O-Heights Water District is requesting an $831,000 Drinking
Water SRF loan for the Well and Water Treatment Plant Improvement Project. This
project involves construction of a 250 gallon per minute well to replace a well that is not
performing. Another well will be refurbished. Two other wells that were constructed in
the mid 1960’s are plugged and the reduced flow can’t keep up with demand. The
project will also replace two pressure filters with new vertical filters.

The District was created in 1966 and provides water and wastewater services in rural
Lewis county and is regulated by the Public Service Commission. The District
purchases about 18 million gallons (28% of total requirements) of water annually from
the City of Vanceburg.

II. PROJECT BUDGET

Administrative Expenses
Legal Expenses
Land, Easements
Planning
Engineering Fees - Design
Engineering Fees - Const I Inspection
Engineering Fees - Other
Construction
Contingency
Other
Total

Total
$ 10,000

5,000
1,000

25,000
45,600
58,400
10,000

582,000
55,000
39,000

$ 831,000

Ill. PROJECT FUNDING

Amount
$ 831,000
$ 831,000

%

100%
100%

Fund F Loan
Total



IV. KIA DEBT SERVICE

Construction Loan
Less: Principal Forgiveness (25%)
Amortized Loan Amount
Interest Rate
Loan Term (Years)
Estimated Annual Debt Service
Administrative Fee (0.25%)
Total Estimated Annual Debt Service

$

$ 831,000
207,750
623,250

0.75%

V. PROJECT SCHEDULE

Bid Opening
Construction Start
Construction Stop

May 2014
July 2014
February 2015

VI. CUSTOMER COMPOSITION AND RATE STRUCTURE

A) Customers

Current
1,047

37
1,084

Date of Last Rate Increase
Current
02/04/08

Minimum (2,000 gallons) $16.34
Next 3,000 Gallons 6.49
Next 5,000 Gallons 5.43
Over 10,000 Gallons 4.29

A $5 per month surcharge is added to each customer in areas designated as Phase
Il and Phase III. This affects approximately 365 customers.

On September 24, 2013 the District submitted a request to the PSC for a 45% rate
increase to be phased in equally over three years.

20
$ 33,616

1,558
$ 35,175

Customers
Residential
Commercial
Total

B) Rates

Cost for 4,000 gallons
Affordability Index (Rate/MHI)

$29.32
1.2%



VII. DEMOGRAPHICS

Based on current Census data from the American Community Survey 5-Year Estimate
2006-2010, the County’s population was 13,968 with a Median Household Income
(MHI) of $28,376. The median household income for the Commonwealth is $41,576.
The project will qualify for a .75% interest rate.

VIII. 2012 CAPITALIZATION GRANT EQUIVALENCIES

1) Green Project Reserve - The 2012 Drinking Water capitalization grant does not
contain a “green” requirement.

2> Additional Subsidization — This project qualifies for additional subsidization (in the
amount of $207,750.

IX. FINANCIAL ANALYSIS (See Exhibit 1)

Financial information was obtained from the audited financial statements for the years
ended December 31, 2010 through 2012. The auditor disclaimed an opinion on 2011
results. The 2012 audit opinion was unqualified, however the Report on Internal Control
noted a shortfall in funding of a bond reserve account.

HISTORY

Water revenues increased 1% from $413,893 in 2010 to $418,917 in 2012 while
expenses increased 3% from $373,975 to $386,395 during the same period. Sewer
operations commenced in 2011 with the first full year of operations being 2012.
Revenues were $148,673 while expenses were $96,033.

The debt coverage ratio was 1.8, 1.3 and 1.0, respectively for 2010, 2011 and 2012.
The decrease in 2012 is the result of an increase in debt service.

The balance sheet reflects a current ratio of 1.7 and a debt to equity ratio of 0.2. The
receivables collection period is 51 days and the number of months of operating
expenses in unrestricted cash is less than one. Restricted accounts include about
$75,000 in depreciation and replacement funds.

PROJECTIONS

Projections are based on the following assumptions:

1) Water and sewer revenues will be flat for growth.
2) Water and sewer expenses will increase 3% annually for inflation.
3) The District will establish a rate structure that is sufficient to fund operating

expenses, debt service including reserve requirements, and the reserve shortfall
noted previously. Based on the other assumptions above the proposed increase
of 15% in each of three consecutive years appears to satisfy this criteria.



4) Debt service coverage is 1.5 in 2016 which is the first full year of principal and
interest repayments.

Based on the proforma assumptions, the utility shows adequate cash flow to repay the
KIA Fund F loan.

REPLACEMENT RESERVE

The annual replacement cost is $2,100. This amount should be added to the
replacement account each December 1 until the balance reaches $21,000 and
maintained for the life of the loan.

X. DEBT OBLIGATIONS

Outstanding Maturity
Waterworks Revenue Bonds Series I 987A $ 176,000 2027
Waterworks Revenue Bonds Series I 987B 32,600 2027
Waterworks Revenue Bonds Series 1996 237,000 2036
Waterworks Revenue Bonds Series 2002 321,000 2042
Water and Sewer Revenue Bonds Series 2010 785,500 2049

Total $ 1,552,100

Xl. OTHER STATE OR FEDERAL FUNDING IN PAST FIVE YEARS

Funding
Project Title Source Amount Type
Sewer HB608 1,000,000 Grant
Sewer CDBG 1,000,000 Grant
Sewer ARC 600,000 Grant
Sewer RD 1,227,500 Loan I Grant

XII. CONTACTS

Legal Applicant
Name Garrison-Quincy-KY-O-Heights Water District
Address P.O. Box 279

Garrison, KY 41141
County Lewis
Authorized Official Jonathon Bivens (Chairman)
Phone (606) 757-4898
Email garrisonwaterwindstream.net



Project Contact - Applicant
Name John Pierce
Representing Garrison-Quincy-KY-O-Heights Water District
Address P.O. Box 279

Garrison, KY 41141
Phone (606) 757-4898
Email garrisonwaterwindstream. net

Buffalo Trace Area Development District
P.O. Box 460
Maysville, KY 41056

Contact Laura Jefferson
Phone (606) 564-6894
Email ljeffersoncbtadd.com

Project Administrator
Name
Address

Consulting Engineer
Robert Blankenship

Name Jeff Reynolds Design Engineer
Firm HMB Professional Engineers, Inc.
Address 3 HMB Circle

Frankfort, KY 40601
Phone (502) 695-9800
Email rblankenshiphmbpe.com

XIII. RECOMMENDATIONS

KIA staff recommends approval of the loan with the standard conditions and the
following special condition:

1) The District shall receive the final order from the Public Service Commission that
authorizes rates that are sufficient to meet the debt service coverage requirements
of the Assistance Agreement.



GARRISON-QUINCY-KY-O-HEJGHTS WATER DISTRICT
Disclaimed

BALANCE SHEETS (DECEMBER YEAR END) Opinion

Upon
Audited Audited Audited Completion

2010 2011 2012 2015
Current Assets
Cash
Accounts Receivable
Inventory
Prepaid
Other Current Assets

Restricted Assets
Customer Deposits
Bond Sinking Fund
Depreciation Fund
Sewer Fund
Replacement Fund

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Expenses
Current Portion Long Term Debt

Total Current Liabilities

Long Term Liabilities
Long Term Debt
Proposed KIA Loan
Customer Deposits

Total Long Term Liabilities

Total Liabilities

Retained Earnings:
Invested in Capital Assets Net of Related Debt
Restricted
Unrestricted

Total Retained Earnings

Total Liabilities and Equities

ASSETS

Total Current Assets

21,234 15,689 31,147 48,700
23,973 64,331 79,088 87,500
15,000 11,908 31,020 31,020
8,673 6,173 6,534 6,534

258 0 0 0

Total Restricted Assets

Utility Plant
PP&E
Less Accumulated Depreciation

Net Fixed Assets

Total Assets

69,138 98,101 147,789 171,754

10,482 8,502 8,815 8,815
288 53,616 57,682 57,682

31,046 29,037 4,567 4,567
106 111 9,003 9,003

55,531 43,933 70,731 70,731

97,453 135,199 150,798 150,798

8,646,157 10,076,456 1 1,163,958 8,003,536
(1,606,135) (1,716,755) (1,907,983) (2,258,955)

7,040,022 8,359,701 9,255,995 5,744,581

7,206,613 8,593,001 9,554,582 6,067,133

9,790 19,622 16,801 16,801
4,799 48,786 39,713 39,713

31,400 30,300 31,900

45,989 98,708 88,414 56,514

1,558,000 1,552,100 1,520,200 1,520,200
0 0 0 623,250

8,635 5,711 7,943 7,943

1,562,635 1,557,811 1,528,143 2,151,393

1,608,624 1,656,519 1,616,557 2,207,907

5.452,622 6,777,301 7,735,795 3,601,131
97,453 126,414 141,983 150,798
47,914 32,767 60,247 107,297

5,597,989 6,936,482 7,938,025 3,859,226

7,206,613 8,593,001 9,554,582 6,067,133

Balance Sheet Analysis
Current Ratio 1.5 1.0 1.7 3.0
Debt to Equity 0.3 0.2 0.2 0.6
Days Sales in Accounts Receivable 21.1 47.4 50.7 50.6

0912712013 10:03 AM, Balance Sheet
K:2 Loan Team\Fund F Loans\Garrison-Quincy4<Y-O-Heights Water District F13..034O00 Exec Sumrn, GarrisonQuincy— (F13-034)



O
pe

ra
ti

ng
R

ev
en

u
es

W
at

er
R

ev
en

ue
s

S
ew

er
R

ev
en

ue
s

O
th

er
R

at
e

In
cr

ea
se

T
ot

al
R

ev
en

u
es

O
pe

ra
ti

ng
E

x
p
en

se
s

W
at

er
E

xp
en

se
s

S
ew

er
E

xp
en

se
s

D
ep

re
ci

at
io

n
R

ep
la

ce
m

en
t

R
es

er
ve

T
ot

al
E

x
p
en

se
s

N
et

O
pe

ra
ti

ng
In

co
m

e

N
on

-O
pe

ra
ti

ng
In

co
m

e
an

d
E

x
p

en
se

s
In

te
re

st
In

co
m

e
O

th
er

T
ot

al
N

on
-O

pe
ra

ti
ng

In
co

m
e

&
E

x
p

en
se

s

A
dd

N
on

-C
as

h
E

x
p
en

se
s

D
ep

re
ci

at
io

n

C
as

h
A

va
il

ab
le

fo
r

D
eb

t
S

er
vi

ce

D
e
b
t

S
e
r
v

ic
e

(e
nt

er
a

p
0
5
ev

.
ts

(

E
xi

st
in

g
Pr

in
ci

pa
l

E
xi

st
in

g
In

te
re

st
P

ro
po

se
d

K
IA

L
oa

n

T
ot

al
D

eb
t S

er
vi

ce

In
co

m
e

A
ft

er
D

eb
t

S
er

vi
ce

D
eb

tC
ov

er
ag

e
R

at
io

EX
H

IB
IT

I
G

A
R

R
IS

O
N

-Q
U

IN
C

Y
-K

Y
-O

-H
E

IG
H

T
S

W
A

T
E

R
D

IS
T

R
IC

T

C
A

SH
FL

O
W

A
N

A
L

Y
SI

S
(D

E
C

E
M

B
E

R
Y

E
A

R
E

N
D

)
D

is
cl

ai
m

ed
O

pi
ni

on

A
ud

it
ed

%
A

ud
it

ed
%

A
ud

it
ed

P
ro

je
ct

ed
P

ro
je

ct
ed

P
ro

je
ct

ed
P

ro
je

ct
ed

P
ro

je
ct

ed
20

10
C

ha
ng

e
20

11
C

ha
ng

e
20

12
20

13
20

14
20

15
20

16
20

17
41

3,
89

3
14

%
47

3,
59

9
-1

2%
41

8,
91

7
41

8,
91

7
41

8,
91

7
48

19
17

55
3,

91
7

58
19

17
0

21
,7

20
14

8,
67

3
14

8,
67

3
14

8,
67

3
14

8,
67

3
14

8,
67

3
14

8,
67

3
0

0
2,

03
8

0
0

0
0

0
0

0
0

0
63

,0
00

72
,0

00
28

,0
00

0
41

3,
89

3
20

%
49

5,
31

9
15

%
56

9,
62

8
56

7,
59

0
63

0,
59

0
70

2,
59

0
73

0,
59

0
73

0,
59

0

37
3,

97
5

24
%

46
2,

65
1

-1
6%

38
6,

39
5

39
7,

98
7

40
9,

92
7

42
2,

22
5

43
4,

89
2

44
7,

93
9

0
27

,6
39

24
7%

96
,0

33
98

,9
14

10
1,

88
1

10
4,

93
7

10
8,

08
5

11
1,

32
8

13
4,

59
8

0%
13

4,
85

8
30

%
17

5,
49

6
17

5,
49

6
17

5,
49

6
20

8,
49

6
20

8,
49

6
20

8,
49

6
0

0
0

0
0

2,
10

0
2,

10
0

2
1

0
0

50
8,

57
3

23
%

62
5,

14
8

5%
65

7,
92

4
67

2,
39

7
68

7,
30

4
73

77
58

75
3,

57
3

76
9,

86
3

(9
4,

68
0)

37
%

(1
29

,8
29

)
-3

2%
(8

8,
29

6)
(1

04
,8

07
)

(5
6,

71
4)

(3
5,

16
8)

(2
2,

98
3)

(3
9,

27
3)

1,
30

1
-7

7%
29

6
15

%
33

9
35

0
35

0
35

0
35

0
35

0
66

,3
18

27
,5

83
0

0
0

0
0

0
67

,6
19

-5
9%

27
,8

79
-9

9%
33

9
35

0
35

0
35

0
35

0
35

0

13
4,

59
8

0%
13

4,
85

8
30

%
17

5,
49

6
17

5,
49

6
17

5,
49

6
20

8,
49

6
20

8,
49

6
20

8,
49

6

10
7,

53
7

-6
9%

32
,9

08
16

6%
87

,5
39

71
,0

39
11

9,
13

2
17

3,
67

8
18

5,
86

3
16

9,
57

3

17
,3

00
5,

00
0

30
,3

00
31

,9
00

33
,5

00
35

,1
00

36
,2

00
37

,3
00

42
,3

62
19

,7
00

56
,6

49
55

,2
73

53
,9

43
52

,5
36

51
,0

67
49

,5
46

0
0

0
0

0
17

,5
88

35
,1

75
35

,1
75

59
,6

62
24

,7
00

86
,9

49
87

,1
73

87
,4

43
10

5,
22

4
12

2,
44

2
12

2,
02

1

47
,8

75
8,

20
8

59
0

(1
6,

13
4)

31
,6

89
68

,4
54

63
,4

21
47

,5
52

1.
8

1.
3

1.
0

0.
8

1.
4

1.
7

1.
5

1.
4

09
(2

7/
20

13
10

:0
3

A
M

,C
as

M
ow

K
:2

L
oa

n
T

ea
m

\F
un

d
F

L
oa

ns
\G

ar
ri

so
n-

Q
ui

nc
y-

K
Y

-O
-H

ei
gh

ts
W

at
er

D
is

tr
ic

tF
13

-O
34

0.
0O

E
xe

c
Su

m
in

,G
ar

ns
on

-Q
ui

nc
y—

-(
Fl

3-
03

4)



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
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GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31,2013

NOTE 5. BONDS PAYABLE

1. Waterworks Revenue Series A and Series B 1987

On April 22,1987, the District entered into an agreement with Rural Development to issue

$300,000 in Waterworks Revenue Bonds for the purpose of financing the cost of the

construction of extensions, additions, and improvement to the existing waterworks system of
the District. The Waterworks System Bond Issue consisted of Series A and B bonds.

Series A was issued in the amount of $250,000 and Series B, in the amount of $50,000.
Semiannual interest payments at a rate of 6.3750/o for Series A and 5.815% for Series B are

required on January 1 and June 1 with principal amount due each January 1. As of
December 31, 2013, the principal balance outstanding was $169,000 on Series A and

$31,200 on Series B. Debt Service requirements for year ending December 31,2013, and

thereafter is as follows:

Waterworks Revenue Bond Series A 1987:
Year Ended

December 3l Principal

$ 7,000

8,000

8,000

9,000

10,000

60,000

67,000

lnterest and Fees

8.957

$ 169,000

Waterworks Revenue Bond Series B 1987:

Year Ended

December 31 Principal Interest & Fees

20r4
2015

20t6
2011

2018

2019-2023

2024-2027

Totals

10,55 1

10,073

9,562

9,021

8,415

31,558

13788

2014

2015

2016

2017

2018

2019-2023

2024-2027

Totals

1,500

1,600

1,700

1,800

1,900

I 1,100

1,789

1,698

1,601

1,498

1,389

5,108

11.600 1.422

$ 31,200

L7

14.505



GARRISON-QUINCY-I(Y-O-HEIGHTS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31,2013

NOTE 5. BONDS PAYABLE (Continued)

2. Waterworks Revenue Series 1996

On August 5,1996, the District entered into an agreement with Rural Development to issue

$295,000 in Waterworks Revenue Bonds for the purpose of financing the cost of the

construction of extensions, additions, and improvement to the existing waterworks system of
the DistricJ. Semiannual interest payments at a rate of 4.5o/o are required on January 1 and

June 1 with principal amount due each January 1. As of December 31,2013, the principal

balance outstanding was $231,500. Debt Service requirements for year ending December 31,

2013, and thereafter is as follows:

Year Ended

December 3l

2014

2015

2016

2017

2018

2019-2023

2024-2028

2029-2033

2034-2036

Totals

3. Waterworks Revenue Series 2002

Principal Interest & Fees

6,000 $

6,000

6,500

6,500

7,000

40,000

50,500

63,000

46,000

$ 231,500 $ 140,347

10,283

10,013

9,731

9,439

9,1 35

40,523

30,387

ll,l08
3.t28

On June 3,2002, the District entered into an agreement with Rural Development to issue

$356,000 in Waterworks Revenue Bonds for the purpose of financing the cost of the

construction of extensions, additions, and improvement to the existing waterworks system of
the District. Semiannual interest paynents at a rate of 4.5Yo are required on January 1 and

June 1 with principal amount due each January 1. As of December 31,2013, the principal

balance outstanding was $316,000. Debt Service requirements for year ending December 31,

2073, and thereafter is as follows:

18



GARRISON.QUINCY-KY-O-HEIGHTS WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31,2013

NOTE 5. BONDS PAYABLE (Continued)

3. Waterworks Revenue Series 2002 (Continued)

Year Ended

December 3l

2014

2015

2016-

2017

2018

2019-2023

2024-2028
2029-2033

2034-2038
2039-2042

Totals

4. Waterworks Revenue Series 2010

Principal

$ 6,000

6,000

6,000

6,000

7,000

38,000

47,000

59,000

73,000

68,000

$ 316,000

lnterest & Fees

s 14,085

13,815

13,545

13,275

12,983

59,985

50,423

38,589

23,829

6,075

$ 246,604

On May 10, 2010, the District entered into an agreement with Rural Development to issue

$798,000 in Waterworks Revenue Bonds for the purpose of financing the cost of the

construction of extensions, additions, and improvement to the existing waterworks system of
the District. Semiannual interest payments at a rate of 2.25o/o are required on January 1 and

June 1 with principal amount due each January 1. As of December 31,2013, the principal

balance outstanding was 5172,500. Debt Service requirements for year ending December 31,

2013, and thereafter is as follows:

Year Ended

December 3l Interest & Fees

2014

2015

2016

2017

2018

2019-2023
2024-2028

2029-2033

2034-2038

2039-2043

2044-2048

2049

Totals

Principal

$ 13,000

I 3,500

14,000

14,000

14,500

19,000

90,000

1 02,500

I 16,500

132,500

15 1,000

32,000

s 17,235

16,937

16,628

16,313

15,992

74,780

65,307

54,479

42,192

28,199
12,285

360

19

112 s00 $ 360,707
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GARRISON WATER DISTRICT

BALANCE SHEET
Fiscal Year: 2014
Comparative Year: 0
lncludeThru: December

Account
2014 Beginning Previous Period 2014 YTD

Balahce - Balance 12131114

ASSETS:

01 01 1 -0000

01 01 5-0000

01 080-0000

01 1 20-0000

01 121-0000

01 308-0000

01 309-0000

01 31 0-0000

01 31 1 -0000

01 31 2-0000

01 31 3-0000

01 314-0000

013'15-0000

01 316-0000

013't8-0000
01 31 9-0000

0'1321-0000

01 322-0000

01 323-0000

01 324-0000

01 325-0000

01 326-0000

01 328-0000

01 329-0000

01 330-0000

01 331-0000

01 332-0000

01 333-0000

014't0-0000
0141 1-0000

01420-0000

01430-0000

01499-0000

01 51 0-0000
01 520-0000

0.00

5,977,689.93
0.00

0.00

0.00

0.00

0.00

5,580.81

1,915.17

16,851.04

0.00

0.00

0.00

0.00

1,763.50

3,201.51

0.00

23,257.88

21,242.21

8,767.85

9,682.37

6,805.06

0.00

17,911.46

0.00
0.00

0.00

0.00

28,100.88

357,745.81

0.00

0.00

0.00

237,175.46
0.00

0.00

5,977,689.93

0.00

0.00

0.00
0.00

0.00

55,321.27

9,572.58

14,212.56

0.00

0.00

0.00

0.00

6,575.86

6,477.45

0.00

23,257.88

21,242.21

6,119.22

9,992.73

6,509.30
0.00

0.00

0.00

0.00

0.00

0.00
(107,940.84)

500,524.05

0.00

0.00

0.00

237,175.46

0.00

0.00

5,977,689.93

0.00

0.00

0.00

0.00

0.00

62,824.O3

3,982.66

18,505.32

0.00

0.00

0.00

0.00

836.90

11,249.99

0.00

23,257.88

21,242.21

6,469.53

10,137.28

7,109.62

0.00

0.00

0.00
0.00

0.00

0.00
(123,323.94)

5'12,403.55

0.00

0.00

0.00

237,175.46

0.00

UTILITY PLANT

CONSTRUCTION IN PROGRESS
ACCUM U LATED DEPRECIATION

INVENTORY ASSET

SEWER INVENTORY ASSET
KIA FUNDS

SEWER ACCT.

SEWER & WATER BOND & INTREST ACCT.
o&M
WATER REVENUE

WATER REVENUE FCB

cD-cDB 199300844

CD-CDB 5589
CD CITIZEN BANK 40542

CASH PAYROLL

EQUIPMENT ACCT.

BOND & INTREST

CD CITIZEN BANK 40560

CD FIRST COMMUNITY BANK 8193
DEPRECIATION

CUSTOMER DEPOSIT

SEWER DEPRECIATION

CASH CUST DEPOSIT SAVINGS

CD CITIZEN BANK 40244

CDBG 08-036 FUNDS

CDBG O8-136-A-R FUNDS

USDAFUNDS
SEWER TAP FEES

ACCOUNTS RECEIVABLE

SEWER ACCOUNTS RECEIVABLE

ACCOUNTS RECEIVABLE-INVENTORY SALES
ACC PROV FOR UNCOLL ACCTS--CR

UNDEPOSIT FUNDS

PLANT MAERIALS & SUPPLIES
PREPAID INSUANCE

TOTAL ASSETS

PAYROLL LIABILITIES

LONG TERM DEBIT

ACCOUNTS PAYABLE

INVENTORY PAYABLE

CUSTOMER DEPOSIT

CUSTOMER SEWER DEPOSIT

FICA TAX

Tuesday, February 10, 2015 10:42 Al\Fage

6,717,690.94

(67,469.83)

(271,892.36)
(6,311.3e)

0.00

3,360.29
0.00

71,264.68

(108,964.51)

(278,027.36)
(6,311.3e)

0.00

3,366.02

0.00

94,111.78

kkillen

(1 13,793.09)
(278,027.36)

(6,311.39)

0.00

3,383.76

0.00

96,060.26

6,766,729.66 6,769,560.42

LIABILITIES

021 00-0000

02240-0000

0231 0-0000

0231 5-0000

02350-0000

02352-0000

02361 -0000



Account
2014 Beqinninq Previous Period 2014YTD

Bala-nce - Balance '12131114

02362-0000

02363-0000

02370-0000

02400-0000

02630-0000

02634-0000

02636-0000

02637-0000

02700-0000

027'10-0000

0271 1-0000

MED TAx
FEDERAL TAX

ACCRUED INTEREST

DEFERRED REVENUE

UNEMPLOYMENT TAXES
STATE TAX

SALES TAXES

UTILITY TAX

CURRENT PORTION LONG TREM DEBT
TAP-ON-FEES

FEDERAL GRANTS IN AID OF CONST.

TOTAL LIABILITIES

2,863.57

36,070.26

0.00

0.00
(1,637.36)

(3,274.53)
(7,326.88)

(27,474.09)

0.00

0.00
0.00

8,206.73

51,369.85

0.00

0.00
(2,570.46)
(3,213.03)

(10,042.03)

(37,335.03)

0.00

0.00
0.00

8,662.39

52,665.51

0.00

0.00
(2,s70.46)
(3,241.67)

(10,174.93)

(38,1 30.1 5)

0.00

0.00

0.00

PROPERTY, PLANT ANDEQUIPMENT
03030-0000

03040-0000

03050-0000

031 00-0000

031 1 0-0000

03300-0000

0331 0-0000

03340-0000

03350-0000

03390-0000

03400-0000

0341 0-0000

03430-0000

CAPITAL

021 50-0000

02352-0000

03200-0000

03250-0000

LAND & LAND RIGHTS

STRUCTURE & IMPROVEMENTS

COLLECTING & IMPOUNDING RESERVO
POWER GENERATION EQUIPMENT

PUMPING EQUIPMENT

DISTRIB RESERVOIRS & STANDPIPE
TRANSMISSIONS & DIST. MAINS
METERS & METER INST.

HYDRANTS

OTHER PLANT & MISC. EQUIP.
OFFICE FUR. & EQIP.

TRANSPORATION EQUIP.

TOOLS, SHOP & GARAGE EQUIP.

TOTAL PROPERTY PLANT AND EQUIPMENT

RETANIED EARINGS

CUSTOMER SEWER DEPOSIT

CUSTOMERS TAP FEES

GRANTS IN AID OF CONST.
Y-T-D NET INCOME

TOTAL CAPITAL

GRAND TOTALS

(271,827.64)

0.00

32,200.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

(289,409.43)

0.00

32,200.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

(291,477.13)

0.00

32,200.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

32,200.00

6,966,925.23

0.00

0.00

0.00
(370,131.68)

32,200.00

6,966,925.23

0.00

0.00

0.00
(495,6e3.28)

32,200.00

6,966,925.23
0.00

0.00

0.00
(510,652.95)

6,596,793.55

(424,925.03)

6,471,231.95

(617,107.14)

6,456,272.28

(636,965.27)

Tuesday, February 10,2015 10:42 AWage 2 Ot kkillen



Current YTDAccount Title Current period Balance

Current Year:
Comparative Year:
Period:
Period Begin:
Period End:

01 308-0000

04000-0000

04001 -0000

04004-0000

04005-0000

04006-0000

04007-0001

04007-0002

04008-0000

04009-0000

04010-0000

0701 0-0000

0401 1-0000

04012-0000

0401 3-0000

04014-0000

40140-0000

04015-0000

04016-0000

0401 7-0000

0401 7-0001

04017-0002

0401 7-0003

0401 7-0004

040'17-0005

0401 7-0006

0401 7-0007

0401 8-0000

0401 8-0001

0401 8-0002

0401 8-0003

0401 8-0004

04018-0005

04018-0006

0401 9-0001

0401 9-0002

0401 9-0003

04020-0000

04021 -0000

04022-0000

04022-0001

o4022-OOO2

0.00

157,534.56

447,388.84

0.00

0.00

0.00

0.00

0.00

2,775.21

(2,876.82)

0.00

1,005.57

2014
0
December
12t01t14
12t31t14

KIA FUNDS

SEWER SALES

WATER SALES

TAP FEES (SEWER)

GRANTS RECEVIED

COMMERCIAL WATER SALES

FEMA MONEY (STORMS)

INSURANCE COLLECTED

USDA INTREST CREDIT ON LOAN

SEWER REVENUE

SEWER PARTS/INVENTORY SALES

INTREST INCOME

Total Revenues

SALARIES & WAGES EMPLOYEES

COMMISSIONERS SALARIES

PURCHASED WATER

PURCHASED POWER

ELECTRIC OFFICE

CHEMICALS

MATERIALS & SUPPLIES USED XXX

MATERIALS & SUPPLIES EXPENSE

PROFESSIONAL FEES

OUTSIDE SERVICES EMPLOYED

OUTSIDE BID CONTRACT

NELSON BRO PRO CONTRACTORS

NELSON BRO PROJECT / PERMITTS

NELSON BRO. PROJECT PARTS & MATEF

NELSON BRO PROJECT ENGINEERS

TRANSP. MAINTENANCE EXPENSES

GAS FOR TRUCKS

BACK-HOE EXP.

DIESEL FUEL

DUMP TRUCK EXP.

TRACTOR EXP.

EQUIPMENT RENTAL

INS. WORKER-COMP

INS. HEALTH

INS. BUILDING & EQUIP

REGULATORY COMMISSION EXPENSE

WATER BAD DEBTS

UTILITIES

PHONE

PROPANE GAS

Tuesday, February 10, 2015'10:34 AM

GARRISON WATER DISTRICT

STATEMENT OF OPERATIONS

$0.00

$11,879.50

$32,304.82

$o.oo

$0.00

$0.00

$0.00

$o.oo

$0.00

$o.oo

$0.00

$14.23

$44,198.55

$13,663.35

$0.00

$3,654.93

$2,031.32

$249.02

$3,560.23

$0.00

$2,002.72

$160.00

$400.00

$0.00

$0.00

$o.oo

$0.00

$0.00

$0.00

$221.72

$o.oo

$0.00

$o.oo

$0.00

$0.00

$0.00

$1,200.00

$0.00

$0.00

$o.oo

$0.00

$245.34

$130.00

605,827.36

158,430.38

3,960.00

28,170.87

30,196.01

2,630.16

8,336.74

1,899.82

26,425.87

12,288.53

2,850.00

0.00

2,424.53

0.00

102.88

800.00

0.00

5,121.22

0.00

0.00

0.00

0.00

0.00

16,980.54

14,516.40

0.00

0.00

0.00

0.00

2,942.12

880.00
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Account Tifle Current Period
Current YTD

Balance
04023-0000

04024-0000

04026-0000

04027-0000

04027-OO01

04027-0002

04028-0000

04029-0000

04031 -0001

04031 -0002

04031 -0003

04031 -0004

04032-0001

04032-OO02

04035-0000

04036-0000

04037-0000

04040-0000

04041 -0000

04052-0000

04085-0000

04086-0000

04087-0000

04088-0000

05014-0000

0501 5-0000

05016-0000

05016-0001

0501 7-0000

0501 8-0000

0501 9-0000

05020-0000

05021-0000

05022-0000

05023-0000

05024-0000

05025-0000

05026-0000

05027-0000

05028-0000

05029-0000

05030-0000

05031 -0000

05032-0000

05033-0000

05034-0000

05035-0000

05036-0000

05037-0000

05038-0000

WATER POSTAGE

ADVERTISING & PRINTING

WATER ANALYSIS

COMMISSIONER EDUCATION

CONTINUING EDUCATION EXP.

CONTINUING EDUCATION EXP.

DUES & SUBS

OFFICE EXP.

FEDERAL WITHHOLD EXP.

FICA TAX EXP.

MED TAX EXP.

STATE TAX EXP.

OFFICE EQUPT. EXP.

OTHER EOUPT. EXP.

BOND & INTREST

PAYROLL

SURCHARGE

MISC. EXP

MAINTENANCE

sroNE (RocK)
KY. RETIREMENT

40,IK EMPLOYEES

EMPLOYEES AFLAC INS.

KY E-TM
ELECTRIC SEWER PLANT

SEWER CHEMICALS

SEWER MATERIALS & SUPPLIES USED

SEWER MATERIAL & SUPPLIES EXPENSE

SEWER CONTRACT EMPLOYED SERVICE

SEWER TRUCKS GAS

SEWER BACK-HOE EXPENSE

SEWER DIESEL FUEL

SEWER DUMP TRUCK EXP.

SEWER BUILDING & EQUIPTMENT INSUR

SEWER PHONE & CELL PHONE

SEWER POSTAGE

SEWER ANALYSIS TESTING

SEWER KY RETIREMENT

SEWER 401 K

SEWER MISC. EXPENSE

SEWER MAINTENANCE

SEWERTRUCK EXPENSE

SEWER HEALTH INSURANCE

SEWER CONTINUING EDUCATION

SALARIES & WAGES EMPLOYEES

COMM ISSIONERS SALARIES

SEWER BANK SERVICE CHGE.

SEWER BANK ACCT.

SEWER RESERVE ACCT.

SEWER BAD DEBTS

Tuesday, February 10,2015 10:34 AM

$372.29

$0.00

$199.80

$0.00

$416.95

$0.00

$0.00

$1,347.02

$0.00

$974.24

$227.83

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$67.74

$0.00

$0.00

$3,259.06

$956.62

$0.00

$0.00

$1,466.67

$0.00

$461.00

$0.00

$0.00

$65.11

$0.00

$0.00

$0.00

$0.00

$58.96

$109.33

$742.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$2,877.13

$0.00

$0.00

$0.00

$0.00

$0.00

6,264.56

327.OO

3,602.40

0.00

6,323.88

0.00

178.00

6,843.65

13.37

12,397.79

2,899.41

0.00

50.00

0.00

0.00

0.00

0.00

4,818.73

18,777.00

0.00

39,669.79

8,818.08

0.00

0.00

18,387.35

2,440.64

3,262.28

0.00

7,625.00

1,389.58

0.00

0.00

0.00

0.00

2,440.18

1 ,640.1 8

9,283.00

0.00

0.00

0.00

2,364.10

51.08

0.00

380.00

49,278.67

0.00

0.00

0.00

0.00

0.00
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Current YTD
BalanceCurrent Period

05039-0000

05050-0000

06120-0000

06150-0000

06200-0000

06250-0000

Sewer Phone

CUSTOMER DEP.

BANK SERVICE CHARGE

DEPRECIATION EXP.

INTREST EXP.

Return check chrge.

Total Expenses

Net Profit / (Loss)

-

$0.00
($142.26)

$30.00

$0.00

$0.00

$57.52

0.00

(e4.53)

119.98

0.00

26,629.30

1,083.34

($41,065.64) (556,21e.88)

$3,132.91 49,607.48

Tuesday, February 10,2015 10:34AM 30f kkillen
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

ALTERNATIVE RATE ADJUSTMENT FILING 
GARRISON-QUINCY-KY-O-HEIGHTS WATER 
DISTRICT 

) 
) 
) 

CASE NO. 
2013-00350 

NOTICE OF FILING OF COMMISSION STAFF REPORT 

Notice is hereby given that, in accordance with the Commission's Order of 

November 21, 2013, the attached report containing the findings of Commission Staff 

regarding the Applicant's proposed rate adjustment has been filed in the record of the 

above-styled proceeding. Pursuant to paragraphs 2, 3, and 4 of the Commission's 

November 21, 2013, Order, Garrison-Quincy-KY-O-Heights Water District is required to 

file written comments regarding the findings of Commission Staff no later than January 

31, 2014. 

J 	e en 
E 	e Director 
Pu 	rvice Commission 
P.O. Box 615 
Frankfort, KY 40602 

DATED 	JAN 1 7 2014  

cc: Parties of Record 



STAFF REPORT 

ON 

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT 

CASE NO. 2013-00350 

Garrison-Quincy-KY-O-Heights Water District ("Garrison-Quincy") operates a 

Water Division that provides water service to approximately 1,079 customers residing in 

Lewis County, Kentucky,' and a Sewer Division that provides wastewater service to 

approximately 314 customers.2  On September 24, 2013, Garrison-Quincy tendered an 

application to the Commission pursuant to 807 KAR 5:076 requesting to increase its 

water service rates through a phase-in plan. Pursuant to the plan, Garrison-Quincy 

1  Annual Report of Garrison-Quincy-KY-O-Heights Water District (Water Division) to the Public 
Service Commission for the Calendar Year Ended December 31, 2012 ("2012 Water Annual Report") at 
48. 

2  Annual Report of Garrison-Quincy-KY-O-Heights Water District (Wastewater Division) to the 
Public Service Commission for the Calendar Year Ended December 31, 2012 at 27. 



proposes to increase its rates in three phases over a two-year period in order to 

ultimately increase annual water sales revenues by $191,351, or 52.09 percent.3  

In support of its requested rate phase-in plan, Garrison-Quincy provided financial 

exhibits with its Application that were based on the test year ended December 31, 2012. 

These exhibits are shown below in condensed form and demonstrate that a revenue 

increase of $184,863, or 45.17 percent, is warranted. Garrison-Quincy did not reconcile 

the difference between the 52.09 percent revenue increase requested in its Application 

and the 45.17 percent supported by its financial exhibits. 

3  Pursuant to the proposed rate phase-in plan, Phase 1 rates would become effective 
immediately upon the Commission's approval and would remain in effect for one year. Phase 1 rates 
would increase test-year revenues by $55,105, or 15 percent. Phase 2 rates would become effective 
upon the completion of Phase 1 rates and would remain in effective for one year. Phase 2 rates would 
increase Phase 1 revenues by $63,370. Phase 3 rates would become effective upon the completion of 
Phase 2 rates and would remain in effect until ordered changed by the Commission. Phase 3 rates would 
increase Phase 2 revenues by $72,876, or 15 percent. As shown in the table below, the cumulative 
increase to test-year revenues from the phase-in plan is $191,351, or 52.09 percent. 

Annual Water 

Sales Prior 

to Increase 

Annual Water 

Sales Subsequent 

to Increase 

15 Percent 

Increase 

Phase 1 	$ 	367,365 $ 	422,470 $ 	55,105 

Phase 2 	422,470 485,840 63,370 

Phase 3 	485,840 558,716 72,876 

Total Revenue Increase 191,351 

Divide by: Test-Year Revenue 367,365 

Total Percentage Increase 52.09% 
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Pro Forma Operating Expenses $ 493,158 
Plus: Average Annual Debt Principal and Interest Payments 56,768 
Debt Service on Planned Facility Upgrades 40,930 
Debt Coverage Requirement 5,677 

Overall Revenue Requirement 596,533 
Less: Other Operating Revenue (2,377) 

Revenue Required From Rates 594,156 
Less: Pro Forma Present Rate Water Sales (409,293) 

Required Revenue Increase $ 184,863 
Required Revenue Increase as a Percentage 45.17% 

Staff performed a limited financial review of Garrison-Quincy's operations for the 

test year ended December 31, 2012, to determine the reasonableness of Garrison-

Quincy's requested water rate plan. Because Garrison-Quincy operates its water and 

sewer divisions with shared employees, equipment, supplies, and office facilities, 

numerous test-year transactions were reported in each division's financial statements to 

account for the use of shared resources. To adequately review these transactions, 

Staff's field work was expanded to include sewer operations. 

The scope of Staff's review was limited to determining whether operations 

reported for the test-year were representative of normal operations. Known and 

measurable changes to test-year operations were identified and adjustments were 

made when their effects were deemed to be material. Insignificant or immaterial 

discrepancies were not pursued and were not addressed. 
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Staffs findings are summarized in this report. Ariel Turnbull reviewed the 

calculation of Garrison-Quincy's Overall Revenue Requirement. 	Eddie Beavers 

reviewed reported revenues and rate design. 

Summary of Findings  

1) 	Overall Revenue Requirement and Required Revenue Increase. Staff 

found that Garrison Quincy can justify a total Overall Revenue Requirement of $800,471 

and that a $227,870 revenue increase is warranted. These amounts were separated 

between the divisions as follows. 

Total Water Sewer 

Pro Forma Operation and Maintenance Expense $ 	474,862 $ 	315,511 $ 	159,351 
Pro Forma Taxes Other Than Income 15,721 9,870 5,851 
Pro Forma Depreciation/Allowance for Working Capital 205,286 103,866 101,420 

Total Pro Forma Operating Expenses 695,869 429,247 266,622 
Plus: Average Debt Principal and Interest Payments 87,168 56,768 30,400 

Allowance for Additional Working Capital 17,434 11,354 6,080 

Overall Revenue Requirement 800,471 497,369 303,102 
Less: Total Annual Present Rate Revenue (572,601) (409,114) (163,487) 

Revenue Required From Rates $ 	227,870 $ 	88,255 $ 	139,615 
Percentage Rate Increase Warranted 24.02% 88.26% 

As shown above, Garrison-Quincy's current water service rates may be 

increased by up to 24.02 percent to generate $88,255 in additional annual revenues 

and Garrison-Quincy may consider filing an application with the Commission seeking to 

increase sewer rates by up to 88.26 percent. When considering sewer rates, Garrison-

Quincy should note that, based on Staff's review, an increase of at least 

-4- 	 Staff Report 
Case No. 2013-00350 



$32,115, or 20.30 percent,4  is necessary for the Sewer Division to generate revenues 

that are sufficient to pay its cash-related expenses and to pay principal and interest on 

Rural Development of the Department of Agriculture of the United States of America 

("RD") bonds that were assumed to construct sewer assets. Absent a 20.30 percent 

sewer rate increase, water revenues will subsidize sewer operations. 

2) 	Water Rates. Garrison-Quincy proposes an across-the-board increase in 

rates is to be placed into effect over a three-year period with an increase of 15 percent 

each year. 	Garrison-Quincy has not performed a cost-of-service study. The 

Commission has previously found that an across-the-board increase is an appropriate 

and equitable method of cost allocation in the absence of a cost-of-service study. The 

Commission has also previously found that a phased-in approach as proposed by 

Garrison-Quincy is an appropriate and equitable method of placing a large rate increase 

in effect to lessen the impact on the utility's customers. Given this precedent, Staff finds 

that an across-the-board increase and a phased-in rate increase is the appropriate 

means to allocate the increased revenue requirement. The rates set forth in Appendix B 

to this report are based upon this methodology and will produce revenues of $455,620 

from water sales. The revenue requirement as calculated by Staff is less than the 

4 

Total Revenues at Present Rates $163,487 

Less: 	Pro Forma Operation and Maintenance Expense (159,351) 

Pro Forma Taxes Other Than Income (5,851) 

Average Annual Debt Payments (30,400) 

Cash Flow Deficit (32,115) 

Divide by: Sewer Service Revenues at Present Rates 158,183 

Percent Increase 20.30% 
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requested amount. Therefore, these rates have been calculated to occur over a two-

year period instead of the requested three-year period and the total percentage 

increase for the two years equals approximately the 24.02 percent. 

3) 	Internal Controls. Garrison-Quincy maintains a single general ledger for 

its Water Division and Sewer Division wherein it records all transactions for both 

divisions. Separate accounting of all transactions for each division is maintained within 

the general ledger except for cash. Cash is commingled. 

Separate cash accounts must be maintained and all cash transactions accounted 

for separately to comply with the Uniform System of Accounts ("USoA") applicable to 

Garrison-Quincy. Garrison-Quincy should comply with the requirements of the USoA 

and separate the accounting for cash. Garrison-Quincy should consider maintaining 

separate general ledgers for each division. While Staff does not recommend that the 

Commission require the use of separate ledgers, it is the opinion of Staff that such 

practice would strengthen internal controls. 

Rate-making adjustments were necessary to properly allocate many test-year 

transactions that were shared by the divisions.5  In future reporting periods, Garrison-

Quincy should allocate shared transactions using reasonable allocation factors and 

methods and should document these factors and methods in written accounting policies 

5  When allocating administrative and general transactions, Staff applied the number of customer 
allocation factor calculated below. 

Water Customers 1,079 77.46% 

Sewer Customers 314 22.54% 

Total Customers 1,393 100% 
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and procedures that its Board of Commissioners formally approves. Absent the 

recommended changes to internal controls, Staff finds that subsidization between the 

Water and Sewer Divisions may occur and go undetected. 

4) 	Depreciation. As set out in Appendix B of this report, it is Staff's opinion 

that the depreciable lives assigned to certain assets should be changed for ratemaking 

purposes and that these lives should be used for accounting purposes in all future 

reporting periods. These recommended depreciable lives better match the life 

expectancy of Garrison-Quincy's assets, will better match expenses to revenues, and 

will minimize the erosion of Garrison-Quincy's equity. No adjustment to accumulated 

depreciation and retained earnings should be made to account for the retroactive effect 

of this recommended change in accounting estimate. 

Pro Forma Operating Statements  

Each division's Pro Forma Operating Statement based on test-year operations 

ended December 31, 2012, as determined by Staff is shown below. 
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Water Division 

Test Year Adjustment (Ref.) Pro Forma 
Operating Revenues 

Sales of Water $ 	408,954 $ 	(44,399) (A)  
2,810 (B)  $ 	367,365 

Other Water Revenue 2,377 18,225 (A) 
(2,377) (C)  18,225 

Total Operating Revenues 411,331 (25,741) 385,590 

Operating Expenses 
Operation and Maintenance Expenses 

Salaries and Wages - Employees 124,967 (3,862) (D)  121,105 
Salaries and Wages - Commissioners 5,060 5,060 
Employee Pensions and Benefits 44,241 (7,821) (E)  

(4,765) (F)  31,655 
Purchased Water 32,484 (3,372) (G)  29,112 
Purchased Power for Pumping 25,346 (2,631) (G) 22,715 
Purchased Power, Office 1,528 1,528 
Chemicals 2,511 (261) (G) 2,250 
Materials and Supplies 50,619 (3,300) (H)  47,319 
Contractual Services 42,104 (8,250) (I)  

(6,400) (J)  27,454 
Advertising/Rents 247 247 
Transportation Expenses 6,251 6,251 
Insurance 19,616 (2,757) (K)  

(1,282) (L)  
(1,546) (M)  14,032 

Regulatory Commission Expense 831 831 
Bad Debt Expense 2,300 2,300 
Misc. Expense 30,590 (15,442) (N)  15,148 
Allocation of Shared Expenses (11,497) (0) (11,497) 

Total Operation and Maintenance Expenses 388,695 (73,184) 315,511 
Taxes Other Than Income 12,263 (12,263) (P) 

9,870 (0) 9,870 
Depreciation 97,829 6,037 (R) 103,866 

Total Operating Expenses 498,787 (69,540) 429,247 

Net Operating Income (87,456) 43,798 (43,658) 
Interest Income 339 (C) 339 
Donated Capital - Surcharge 23,185 (A) 23,185 

Income Available to Service Debt $ 	(87,456) $ 	67,322 $ 	(20,134) 

-8- 	 Staff Report 
Case No. 2013-00350 



Sewer Division 

Sewer Operating Revenues 
Test Year Adjustment (Ref.) Pro Forma 

Measured Sewer Revenues $ 	148,673 $ 	11,548 (A) 
(2,038) (C)  $ 	158,183 

Miscellaneous Operating Revenues 5,304 (A) 5,304 

Total Operating Revenues 148,673 14,814 163,487 

Operating Expenses 
Operation and Maintenance Expenses 

Collection System /Pumping System - 
Labor, Materials, and Expenses 40,386 31,201 (D)  71,587 

Employee Benefits 14,233 (E)  14,233 
4,765 (F)  4,765 

Fuel and Purchased Power 15,025 15,025 
Miscellaneous General Expenses 15,323 (13,680) (H)  1,643 
Outside Services Employed 14,400 8,250 (I)  22,650 

Administrative and General Expenses 
Office Supplies 5,269 5,269 
Maintenance of General Plant 5,630 5,630 
Insurance 2,757 (K)  

1,282 (L)  
3,014 (M)  7,052 

Allocation of Shared Expenses 11,497 (0) 11,497 

Total Operation and Maintenance Expenses 96,033 63,318 159,351 
Taxes Other Than Income 5,851 (Q)  5,851 
Depreciation 77,667 23,753 (R)  101,420 

Total Operating Expenses 173,700 92,922 266,622 

Net Operating Income (25,027) (78,108) (103,135) 
Miscellaneous Nonoperating Income 25,129 (25,129) (S)  

Income Available to Service Debt 102 $ (103,237) $ 	(103,135) 

(A) 	Water and Sewer Revenue from Rates for Service. The Water Division 

and the Sewer Division reported test-year service revenues of $408,954 and $148,673, 

respectively. Staff determined that the journal entry shown below is necessary to 

correct the test-year amounts. 	The journal entry represents adjustments 

to multiple general ledger accounts that would not appear on Garrison-Quincy's 

operating statement. These adjustments were necessary in order to derive the 

adjustment to water sales. 
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Water Sales 

Debit Credit Ref 

$ 	44,399 
Retained Earnings, Water 15,053 (1) 
Retained Earnings, Sewer 11,548 (1) 
Measured Revenues - Sewer 11,548 (1) 

Taxes Payable 739 (2) 
Other Water Operating Revenues 18,225 (3) 
Other Sewer Operating Revenues 5,304 (3) 
CIAC - Water Tap Fees 5,800 (4) 
CIAC - Sewer Tap Fees 6,200 (4)  
CIAC - Surcharges 23,185 (5)  

(1) Retained Earnings. The district's independent auditor advised that 

the test-year balances shown in the Water Division's and the Sewer Division's accounts 

receivable subsidiary ledgers were overstated as a result of prior period accounting 

errors in the amounts of $15,053 and $11,548, respectively. The auditor reduced 

accounts receivable and test-year revenues to correct these errors. Staff agrees with 

the reduction to accounts receivable but not to revenues. Instead, the reduction should 

have been charged to retained earnings. Staff's adjustment corrects this error. 

(2) Taxes Payable. Garrison-Quincy collects and remits school taxes 

on behalf of the Lewis County Board of Education. 	Garrison-Quincy improperly 

included $739 of school taxes receivable in test-year Water Sales Revenue. Staff's 

adjustment removes this amount. 

(3) Other Operating Revenue. During the test-year, the Water Division 

and Sewer Division recognized $23,529 for combined non-recurring charge revenues 

excluding tap-on fees. The entire amount was reported by the Water Division as Water 

Sales 
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Revenue. Staff's journal entry reclassifies this revenue to Other Operating Revenues of 

each division using the number of customer allocation factor as shown below.6  

Number of 
Customer Other 
Allocation Operating 

Factor Revenue 

Water Customers 77.46% 18,225 
Sewer Customers 22.54% 5,304 

Total Customers 100% 23,529 

(4) Tap Fees. Garrison-Quincy reported water tap fees of $5,800 and 

sewer tap fees of $6,200 as Water Sales Revenue. The Uniform System of Accounts 

requires that the water fees be accounted for as Donated Capital and that the sewer 

fees be accounted for as Contributions in Aid of Construction.' Staff's entry is 

necessary to comply with the USoA accounting requirements, and not as revenue to the 

utility. 

(5) Water Surcharge. 	Garrison-Quincy currently assesses a $5 

monthly surcharge to all customers receiving water service through the Phase II and 

6  Allocation of Other Operating Revenues was necessary due to the absence of detailed 
accounting records. In future reporting periods, all Other Operating Revenues should be recognized by 
the division that earns the revenue if Garrison-Quincy's accounting system will allow for such recognition. 
If its accounting system will not allow for this recognition, Garrison-Quincy should allocate other revenues 
between the divisions using reasonable allocation methods and factors. 

USoA for Water Districts and Associations, at 57; and USoA for Sewer Utilities, at 61 
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Phase III water main extension projects that were authorized by the Commission in 

Case No. 1996-002858  and Case No. 2002-00181,9  respectively. All surcharge revenue 

must be used to pay a portion of the principal and interest payments on the long-term 

debts that were used to finance the projects. The surcharge revenue is Donated Capital 

that should be included in the calculation of income available to service long-term debt. 

Staff's journal entry reclassifies the $23,185 test-year surcharge income from Water 

Sales Revenues to Donated Capital. 

(B) Billing Analysis Adjustment. Garrison-Quincy provided a billing analysis 

with its application that calculated water sales revenue of $367,365 for all customers. 

Water Sales revenue was adjusted by $2,810. 

(C) Other Water Revenue. Garrison-Quincy reported $2,377 for test-year 

Other Water Revenue. This amount included $339 for interest income. Interest income 

should be reported in account 419, Interest and Dividend Income. Staff reclassified the 

test-year amount.19  As explained below, the remaining $2,038 reported as Other Water 

Revenue is related to sewer service revenues. 

Garrison-Quincy's sewer service revenues are determined by applying a 

volumetric declining block rate to each customer's monthly metered water usage. Each 

customer that operates a swimming pool is allowed one annual sewer-bill credit for 

water used to fill the pool. Test-year pool credits totaled $2,038. These credits were 

8  Application of Garrison-Quincy-KY-O-Heights Water District of Lewis County Kentucky for a 
Certificate of Public Convenience and Necessity to Construct, Finance, and Increase Rates Pursuant to 
the Provisions of KRS 278.023 (Ky. PSC Aug. 16, 1996). 

9  Application of Garrison-Quincy-KY-O-Heights Water District of Lewis County Kentucky for a 
Certificate of Public Convenience and Necessity to Construct, Finance, and Increase Rates Pursuant to 
the Provisions of KRS 278.023 (Ky. PSC June 25, 2002). 

10  It would be appropriate to allocate a portion of interest income to the Sewer Division, but no 
allocation was made due to materiality. 
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improperly recorded as an increase to the Water Division's test-year Other Water 

Revenues. The credits should have been reported as a decrease to the Sewer 

Division's Measured Sewer Revenues. Staff corrected this accounting error. 

(D) 	Salaries and Wages — Employees. During the test year, Garrison-Quincy 

reported $165,353 for total test-year wages; $124,967 was reported by the Water 

Division and $40,386 was reported by the Sewer Division. As discussed in detail below, 

Staff decreased test-year water wages by $3,862 and increased sewer wages by 

$31,201. 

First, Staff determined total pro forma salaries to be $200,450 by applying each 

employee's current pay rate by 2,080 regular work hours and the employee's test-year 

overtime hours. This method accounts for current wage rates and annualizes test-year 

wages paid to an employee hired during the test year. 

Current 
Pay Rate 

Office Employees 

Regular 
Hours 

Overtime 
Hours (x1.5) Pro Forma 

Employee 1 	$ 	12.20 2,080 67.83 $ 	26,617 
Employee 2 	12.20 2,080 77.67 26,797 

Field Employees 
Employee 3 	12.75 2,080 106.33 28,554 
Employee 4 	16.65 2,080 263.67 41,217 
Employee 5 	10.10 2,080 16.00 21,250 

General Manager, Salaried 56,014 

Pro Forma Wages $ 200,450 

As shown and discussed below, Staff allocated $125,106 of the pro forma wages 

to the Water Division. The remaining $75,345 was allocated to the Sewer Division. 
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Office Employees 

Allocated To 

Pro Forma 
Water 

Division 
Sewer 

Division 

Employee 1 $ 	26,617 $ 	20,617 $ 	6,000 
Employee 2 26,797 20,757 6,040 

Field Employees 
Employee 3 28,554 13,633 14,920 
Employee 4 41,217 19,679 21,538 
Employee 5 21,250 15,459 5,792 

Total Office and Field Employees 144,436 90,146 54,290 
General Manager 56,014 34,960 21,055 

Pro Forma $ 200,450 $ 125,106 $ 	75,345 
Allocation Percentage 100.00% 62.41% 37.59% 

Office Employees. Garrison-Quincy has two full-time office employees who 

perform administrative duties for both divisions. The amount of time these employees 

dedicate to a division is directly related to the number of customers served by the 

division. Accordingly, Staff allocated office wages using the number of customer 

allocation factor. Staff's allocation is shown below. 

Allocated To 
Water 	Sewer 

Division 	Division 
Pro Forma 
	

77.46% 	22.54% 
Office Employees 

Employee 1 	$ 	26,617 $ 	20,617 $ 	6,000 
Employee 2 	 26,797 	20,757 	6,040 

Field Employees. Garrison-Quincy employs three full-time employees who 

operate and maintain the distribution, collection, and treatment facilities of each division. 

Ideally, these employees would use direct-time reporting to directly charge actual time 
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worked to the appropriate division.11  Absent direct-time reporting, allocations were 

made using time estimates provided by Garrison-Quincy personnel. 

Garrison-Quincy estimated that field employees 3 and 4 split time equally 

between the divisions while employee 5 is split 75 percent to the Water Division and 25 

percent to the Sewer Division. Each employee's water estimate includes 10 percent for 

meter reading. Because both water revenues and sewer revenues are calculated using 

meter readings, meter reading was split between the divisions using the number-of-

customer allocation factor. The resulting field-employee allocation factors are shown 

below. 

Estimated Time Including 

Employees 3 and 4 Employee 5 
Water Division Sewer Division Water Division Sewer Division 

Meter Reading 50% 50% 75% 25% 
Remove Meter Reading -10% -10% 

No Meter Reading 40% 50% 65% 25% 
Add: Allocate Meter Reading 
on Number of Customers 7.75% 2.25% 7.75% 2.25% 

Final Allocation 47.75% 52.25% 72.75% 27.25% 

Application of these factors results in the following allocation of pro forma field 

employee wages. 

11  Through direct-time reporting, employees separately report actual hours worked for each 
division on a daily timecard. The timecards are then used to pay wages and wage overhead charges 
from the appropriate division. 
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Allocated To 
Water 	Sewer 

Pro Forma 	Division 	Division 

Field Employees 
Employee 3 $ 	28,554 $ 	13,633 $ 	14,920 
Employee 4 41,217 19,679 21,538 
Employee 5 21,250 15,459 5,792 

General Manager. The General Manager directs and oversees the duties of all 

employees. Staff allocated the manager's pro forma salary based on the pro forma 

wage allocations of all other employees as shown below. 

Allocated To 
Water 	Sewer 

Pro Forma 	Division 	Division 

Office and Field Employees $ 144,436 $ 	90,146 $ 	54,290 
Percent Allocated 100% 62.41% 37.59% 

General Manager $ 	56,014 $ 	34,960 $ 	21,055 
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Staff determined each division's pro forma wage expense by multiplying its total 

allocated pro forma wages by its test-year wage expense ratio.12  As shown below, Staff 

determined that the Water Division's test-year expense should be reduced by $3,862 

and that the Sewer Division's should be increased by $31,201. 

12  During the test-year, Garrison-Quincy installed 11 new water taps and one new sewer tap. 
Garrison-Quincy expensed all costs incurred to make the new connections. These costs include 
employee wages, wage overhead charges, materials and supplies, transportation costs, insurance, and 
depreciation on equipment. Proper accounting requires that these costs be capitalized as Utility Plant in 
Service and depreciated over their estimated useful lives. 

Following proper accounting principles, Staff removed the estimated cost of the connections from 
test-year expenses and included a provision for their recovery in pro forma depreciation expense. To 
make the adjustment, Staff assumed that the total connection costs were equal to the tap fees collected 
by Garrison-Quincy to recover the cost of the installations. The cost of the water connections is estimated 
to be $6,600 ($600 tap fee x 11 taps). The estimated cost of the sewer connection is $6,200. 

Ideally, each expense account that contains installation costs would be reduced by a portion of 
the capitalized costs but, for simplicity, Staff only decreased wages expense and materials and supplies 
expense by one-half of the connection costs. 	The Water Division's wage expense and materials 
expense were decreased by $3,300, while each account of the Sewer Division was decreased by $3,100. 
Staffs capitalization adjustment results in the wage expense ratios and the wage capitalization ratios for 
each division as shown below. 

Total 
Water Division Sewer Division 

Wages Ratio Wages Ratio 

Expense $ 	158,953 $ 	99,901 96.80% $ 	59,052 95.01% 
Capitalize 6,400 3,300 3.20% 3,100 4.99% 

Total $ 	165,353 $ 	103,201 100% $ 	62,152 100% 
Percent Allocated 100% 62.41% 37.59% 
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Water 
Division 

Sewer 
Division 

Office and Field Employees $ 	90,146 $ 	54,290 
General Manager 34,960 21,055 

Total Pro Forma 125,106 75,345 
Times: Test-Year Expense Ratio 96.80% 95.01% 

Pro Forma Expense 121,105 71,587 
Less: Test-Year (124,967) (40,386) 

Adjustment $ 	(3,862) $ 	31,201 

(E) Employee Retirement Benefits. 	Garrison-Quincy participates in the 

County Employee Retirement System. The Water District improperly reported all test-

year retirement contributions as a water expense. To correct this accounting error, and 

to account for the change to the retirement contribution rate that became effective on 

July 1, 2013, Staff applied the current contribution rate to the pro forma wages allocated 

to each division. As a result, Staff decreased the Water Division's test-year expenses 

by $7,821 and increased the Sewer Division's by $14,233 as shown below. 

Water 
Division 

Sewer 
Division 

Pro Forma Wage Expense Subject to Retirement $ 	125,106 $ 	75,345 
Times: Current Retirement Contribution Rate 18.89% 18.89% 

Pro Forma Retirement Expense 23,632 14,233 
Less: Test Year (31,453) 

Adjustment $ 	(7,821) $ 	14,233 

(F) Employee Health Insurance Benefits. Garrison-Quincy reported all test- 

year health insurance benefits as an expense to the Water Division. Staff split the test- 
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year amount between the divisions using the final wage allocation factors. This requires 

that $4,765 be reclassified from the Water Division to the Sewer Division as shown 

below. 

Pro Forma Wage Allocation Percentages 100.00% 

Water 
Division 

62.41% 

Sewer 
Division 

37.59% 

Health Insurance $ 	12,678 $ 	7,913 $ 	4,765 
Less: Test Year (12,678) 

Adjustment $ 	(4,765) $ 	4,765 

(G) 	Water Loss. 	Using information provided by Garrison-Quincy, Staff 

determined that the Water Division's test-year water loss was 25.38 percent,13  or 10.38 

percent above the 15 percent allowed by 807 KAR 5:066, Section 6(3) for ratemaking 

purposes. As calculated below, Staff removed the cost to purchase, pump, and treat 

water loss that was above the allowable limit. 

13 

Water Purchased and Produced 65,342,300 

Less: Water Sold, See Billing Analysis in Application (47,495,390) 

Water Used at Treatment Plant (101,113) 

Water Used for Flushing (1,098,120) 

Water Provided to Sewer Plant (37,430) 

Fire Department Use (27,800) 

Water Loss 16,582,447 

Water Loss Percentage 25.38% 
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Excess 
Water 
Loss 

Test Year Percentage Decrease 

Purchased Water $ 	32,484 -10.38% $ 	(3,372) 
Purchased Power for Pumping 25,346 -10.38% (2,631) 
Chemicals 2,511 -10.38% (261) 

(H) Materials and Supplies Capitalized. As previously discussed, Staff 

reduced the Water Division's and the Sewer Division's test-year materials and supplies 

expense by $3,300 and $3,100, respectively, to capitalize the cost of materials used to 

install 11 new water connections and a new sewer connection. Depreciation to be 

accrued on these assets was included in Staff's calculation of pro forma depreciation 

expense. 

Staff also removed from sewer materials and supplies $10,580 that was reported 

for the purchase of a mower and a trailer. The total reduction to sewer materials 

expense is $13,680 ($3,100 + $10,580). Depreciation on the mower was included in the 

Water Division's test-year depreciation expense. Staff included depreciation for the 

trailer in the Sewer Division's pro forma depreciation expense. The depreciation 

expense recognized on the mower and trailer was allocated between the divisions in 

Staff's allocation adjustment shown in Reference Item (0). 

(I) Contractual Services — Sewer Certified Operator. During the test-year, 

Garrison-Quincy retained Chad Clark as the Sewer Division's certified operator. Test-

year fees totaling $8,250 were erroneously reported by the Water Division. Staff 

reclassified this amount to the Sewer Division in pro forma operations. 
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(J) Contractual Services — Reimbursed Expense. Garrison-Quincy incurred 

flood damage in 2011 for which it received reimbursement from the Federal Emergency 

Management Agency. A portion of the reimbursed flood repair costs, $6,400, was 

erroneously reported by the Water Division as a test-year expense. Staff removed this 

amount to calculate pro forma operations. 

(K) Insurance — General Liability. Garrison-Quincy incurred $9,656 for test- 

year general liability insurance expense that was reported entirely by the Water 

Division. The test-year amount should be allocated between the divisions. Because 

general liability insurance premiums are generally dependent on the level of an entity's 

annual revenues14, Staff allocated the test-year amount based on each division's pro 

forma present rate revenues as determined by Staff. Staff's calculations are shown 

below. 

Test Year 
Water 

Division 
Sewer 

Division 

Pro Forma Present Rate Revenues $ 572,600 $ 	409,114 $ 163,487 
Percent of Total 100.00% 71.45% 28.55% 

Allocated General Liability $ 	9,656 $ 	6,899 $ 	2,757 
Less: Test Year (9,656) 

Adjustment $ 	(2,757) $ 	2,757 

(L) Insurance — Workers' Compensation. Garrison-Quincy incurred $3,410 for 

test-year workers' compensation insurance that was reported entirely by the Water 

14  Water revenues include operating revenues of $385,590, interest income of $339, and donated 
capital surcharge of $23,185. 
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Division. As shown below, Staff allocated the test-year between the divisions based on 

Staff's pro forma employee wage expense allocations. 

Test Year 
Water 

Division 
Sewer 

Division 

Pro Forma Employee Wages Expense $ 200,450 $ 	125,106 $ 	75,345 
Percent of Total 100.00% 62.41% 37.59% 

Allocated Workers' Compensation $ 	3,410 $ 	2,128 $ 	1,282 
Less: Test Year (3,410) 

Adjustment $ 	(1,282) $ 	1,282 

(M) Insurance — 401(k) Contributions. Garrison-Quincy contributes 4 percent 

of employee wages to a qualified deferred tax retirement account as defined by 

subsection 401(k) of the internal Revenue Tax Code. All test-year contributions were 

reported by the Water Division. Staff made the following adjustments to allocate pro 

forma contributions to the appropriate division. 

Water 
Division 

Sewer 
Division 

Pro Forma Wages Expense $ 125,106 $ 	75,345 
Times: Contribution Rate 4% 4% 

Pro Forma Expense 5,004 3,014 
Less: Test Year (6,550) 

Adjustment $ 	(1,546) $ 	3,014 

(N) Miscellaneous Expenses. Garrison-Quincy reported payroll taxes of 

$15,442 as a Water Division Miscellaneous Expense. Staff reclassified these taxes to 

Taxes Other Than Income. 
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(0) 	Allocation of Shared Expenses. 	The following test-year expenses 

benefited both divisions but were not allocated between the divisions. Staff allocated 

these expenses using the number of customer allocation factor as shown below. 

Test-Year Expense 
Allocate 

77.46% 
Water 

Division 

22.54% 
Sewer 

Division 
Water 

Division 
Sewer 

Division Total 

Salaries and Wages - Commissioners $ 5,060 $ 5,060 $ 	3,919 $ 	1,141 
Purchased Power Office 1,528 1,528 1,184 344 
Materials and Supplies, Office 12,530 $5,269 17,799 13,787 4,012 
Contractual Services, Office Cleaning 1,300 1,300 1,007 293 
Contractual Servies, Audit Fee 9,000 9,000 6,971 2,029 
Contractual Services, Kentucky Rural 
Water Association Fees 2,398 2,398 1,858 541 

Advertising 247 247 191 56 
Transportation 6,251 334 6,585 5,101 1,484 
Regulatory Commission Expense 831 831 644 187 
Bad Debt Expense 2,300 2,300 1,782 518 
Miscellaneous Expense, Excludes Taxes 15,149 15,149 11,734 3,415 
Depreciation on Shared Assets 14,119 133 14,252 11,039 3,213 

Total $70,713 $5,736 $76,449 59,217 17,233 
Less: Test-Year (70,713) (5,736) 

Adjustment $ (11,497) $11,497 

(P) 	Taxes Other Than Income - School Taxes. Garrison-Quincy collects and 

remits school taxes from its customers on behalf of the Lewis County Board of 

Education. It also collects sales taxes on commercial accounts that are remitted to the 

Commonwealth of Kentucky. Garrison-Quincy acts as a collecting agent for the taxing 

authorities. The collection of these taxes is not a revenue to the utility. Likewise, the tax 

remittances are not an expense. Garrison-Quincy improperly reported remittances of 

$12,263 as a test-year water expense. Staff removed this amount. 
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(0) Taxes Other Than Income — Payroll Taxes. Below, Staff calculated each 

division's pro forma payroll taxes by multiplying its pro forma taxable wages by the 

payroll tax rate. 

Employee Wages 
Commissioner Wages 

Allocated To 

Pro Forma 

$ 200,450 
5,060 

Water 
Division 

$ 	125,106 
3,919 

Sewer 
Division 

$ 	75,345 
1,141 

Total Wages Subject to Payroll Taxes 205,510 129,025 76,485 
Times: Tax Rate 7.65% 7.65% 7.65% 

Payroll Tax Expense $ 	15,722 $ 	9,870 $ 	5,851 

(R) 	Depreciation. Garrison-Quincy reported $97,829 for test-year water 

depreciation expense and $77,667 for sewer depreciation expense. These amounts 

were calculated by dividing the plant's original cost by its estimated useful life. A 

summary of Staff's review of the estimated useful lives is found at Attachment B of this 

report. To account for the effects of the changes to the lives recommended in 

Attachment B and to allow for recovery of depreciation on the new service connections 

and trailer capitalized by Staff, Staff increased test-year water depreciation by $6,037 

and increased test-year sewer depreciation by $23,753 as calculated below.15  

15  The adjustment shown in Reference Item (0) includes an allocation of pro forma depreciation 
accrued on assets shared by the divisions. 
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Water Division 
Useful Life 

Garrison- 
Asset 	 Original Cost Quincy Staff Pro Forma 

Pump House 	 $ 	300,000 50 37.5 $ 8,000 
Ford F-150 	 15,938 10 7 2,277 
Chevy Truck 	 17,756 10 7 2,537 
Telemetry Equipment 	 17,845 20 10 1,785 
DLXI Locator 	 4,060 10 17.5 232 
Collecting Reservoirs (Concrete Backwash Pit) 	42,579 45 37.5 1,135 
Wells and Springs 	 94,229 45 30 3,141 
Wells and Springs 	 42,622 45 30 1,421 
New Connections 	 6,600 40 165 

Pro Forma 20,692 
Less: Test-Year Depreciation on Assets Listed in the Adjustment (14,655) 

Increase $ 	6,037 

Sewer Division 
Useful Life  

Garrison- 
Asset 	 Original Cost Quincy Staff Pro Forma 

Sewer Plant 
New Connection 
Trailer 

$ 1,150,000 
6,200 
1,995 

50 	25 
10 
15 

$ 46,000 
620 
133 

    

Pro Forma 	 46,753 
Less: Test-Year Depreciation on Assets Listed in the Adjustment 	(23,000) 

Increase 	 $ 23,753 

(S) 	Miscellaneous Nonoperating Income. During the test-year, the Sewer 

Division recognized grant receipts totaling $25,129 as Miscellaneous Nonoperating 

Income. This accounting treatment recognized the receipt as revenue on the income 

statement that flowed through to Retained Earnings on the Balance Sheet. Proper 
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accounting requires that these receipts be reported directly to the balance sheet as a 

Contribution in Aid of Construction.16  Accordingly, Staff removed the grant receipts from 

the calculation of income. 

Overall Revenue Requirement and Required Revenue Increase  

Garrison-Quincy and Staff used the Debt Service Coverage ("DSC") method as 

generally accepted by the Commission to calculate the Overall Revenue Requirements. 

This method allows for recovery of: 1) cash related pro forma operating expenses; 2) 

recovery of depreciation expense, a non-cash item, to provide working capital:17  3) the 

average annual principal and interest payments on all long-term debts, and 4) working 

capital that is in addition to depreciation expense. 

A comparison of Garrison-Quincy's and Staffs calculation of the Water Division's 

Overall Revenue Requirement and Required Revenue Increase is shown below, as well 

as Staffs calculations for the Sewer Division. 

16  USoA for Sewer Utilities, at 61. 

17  The Kentucky Supreme Court has held that the Commission must permit a water district to 
recover its depreciation expense through its rates for service to provide internal funds to be used for 
renewing and replacing assets. See Public Serv. Comm'n of Kentucky v. Dewitt Water Dist., 720 S.W.2d 
725, 728 (Ky.1986). Although a water district's lenders require that a small portion of the depreciation 
funds be deposited annually into a debt reserve/depreciation fund until the account's balance 
accumulates to a required threshold, neither the Commission nor the Court requires that revenues 
collected for depreciation be accounted for separately from the water district's general funds or that 
depreciation funds be used only for asset renewal and replacement. The Commission has recognized 
that the working capital provided through recovery of depreciation expense may be used for purposes 
other than renewal and replacement of assets. See, Case No. 2012-00309, Application of Southern 
Water and Sewer District for an Adjustment in Rates Pursuant to the Alternative Rate Filing Procedure for 
Small Utilities (Ky. PSC Dec. 21, 2012). 
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Staff 

(Ref.) 
Garrison- 

Qui ncy 
Water 

Division 
Sewer 

Division 

Pro Forma Operation and Maintenance Expense $ 	395,329 $ 	315,511 $ 	159,351 
Pro Forma Taxes Other Than Income 9,870 5,851 
Pro Forma Depreciation 97,829 103,866 101,420 

Total Pro Forma Operating Expenses 493,158 429,247 266,622 
Plus: Average Annual Principal 

and Interest Payments on Current Debts 56,768 56,768 30,400 (1)  
Principal and Interest Payments on Future Debts 40,930 (2)  
Additional Working Capital 5,677 11,354 6,080 (3)  

Overall Revenue Requirement 596,533 497,369 303,102 
Less: Other Operating Revenue (2,377) (18,225) (5,304) 

Interest Income (339) 
Donated Capital - Surcharge (23,185) 

Revenue Required From Rates 594,156 455,620 297,798 
Less: Pro Forma Present Rate Service Revenues (409,293) (367,365) (158,183) 

Required Revenue Increase $ 	184,863 $ 	88,256 $ 	139,615 
Pecent Increase 45.17% 24.02% 88.26% 

1) 	Average Principal and Interest Payments on Current Debts. Garrison- 

Quincy currently has outstanding bonds payable to RD. In its Application, Garrison-

Quincy requested recovery of the three-year average principal and interest payments 

due in 2012, 2013, and 2014 on all bonds that were used to finance the cost of water 

system improvement projects. Staff agrees that the $56,768 requested by Garrison-

Quincy represents, in all material respects, the average annual debt payments that will 

be made on the Water Division's long-term debts in each year that the water rates 

approved by the Commission in this proceeding will be in effect. Staff calculated Sewer 

Division's three-year average debt payment to be $30,400. 
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2) Principal and Interest Payments on Future Debts. In its Application, 

Garrison-Quincy requested recovery of $40,930 for principal and interest payments on 

future debts that it states will be assumed to finance the cost of capital improvement 

projects. As of the date of this report, Garrison-Quincy had not petitioned the 

Commission for authority to assume additional long-term indebtedness as required by 

KRS 278.300. Absent Commission authorization to assume additional indebtedness, 

rate recovery of the additional debt payments is not appropriate. 

3) Additional Working Capital. In addition to depreciation expense, Garrison- 

Quincy requested recovery of an allowance for working capital that is equal to 10 

percent of its average annual RD bond payments. Historically, the Commission allows 

a water district recovery of additional working capital that is equal to the minimum net 

revenues required by a district's lenders that are above the district's average annual 

debt payments. In this case, RD requires that Garrison-Quincy charge rates that 

produce net revenues that are at least 120 percent of its average annual bond 

payments. Following the Commission's historic practice, Staff calculated Garrison-

Quincy's allowance for additional working capital as follows. 

Water 
Division 

Sewer 
Division 

Average Annual Principal and Interest 56,768 $ 	30,400 
Times: DSC Coverage Ratio 120% 120% 

Total Net Revenues Required 68,122 36,480 
Less: Average Annual Principal and Interest Payments (56,768) (30,400) 

Additional Working Capital 11,354 $ 	6,080 
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Based on the calculation of the overall Revenue Requirement using the Debt 

Service Coverage Method, Staff is of the opinion that Garrison-Quincy requires an 

increase to Water Sales Revenue of 24.02 percent and Sewer Sales Revenue of 88.26 

percent. 

Signatures 

Prepared by: Ariel Turnbull 
Financial Analyst, Water and Sewer 
Revenue Requirements Branch 
Division of Financial Analysis 

Prepared by: Eddie Beavers 
Rate Analyst, Communications, Water 
and Sewer Rate Design Branch 
Division of Financial Analysis 
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5/8- x 3/4-Inch Meter 
First 2,000 
Next 3,000 
Next 5,000 
All Over 10,000 

1-Inch Meter 
First 	10,000 
All Over 10,000 

ATTACHMENT A 
STAFF REPORT CASE NO. 2013-00350 

RATES CALCULATED BY STAFF 
Monthly Rates  

Phase 1 

Gallons $ 	18.52 
Gallons 7.27 
Gallons 6.08 
Gallons 4.81 

Gallons $ 70.73 
Gallons 4.81 

Minimum Bill 
per 1,000 Gallons 
per 1,000 Gallons 
per 1,000 Gallons 

Minimum Bill 
per 1,000 Gallons 

2-Inch Meter  
First 	50,000 Gallons 

	
$263.13 Minimum Bill 

All Over 50,000 Gallons 
	

4.81 per 1,000 Gallons 

BULK SALES 

5/8- x 3/4-Inch Meter 

7.84 

Phase 2 

First 	2,000 	Gallons $ 20.50 
Next 	3,000 Gallons 8.05 
Next 	5,000 	Gallons 6.73 
All Over 10,000 	Gallons 5.32 

1-Inch Meter 
First 	10,000 	Gallons $ 78.30 
All Over 10,000 	Gallons 5.32 

2-Inch Meter 
First 	50,000 	Gallons $291.10 
All Over 50,000 	Gallons 5.32 

BULK SALES 8.68 

per 1,000 Gallons 

Minimum Bill 
per 1,000 Gallons 
per 1,000 Gallons 
per 1,000 Gallons 

Minimum Bill 
per 1,000 Gallons 

Minimum Bill 
per 1,000 Gallons 

per 1,000 Gallons 



ATTACHMENT B 
STAFF REPORT, CASE NO. 2013-00350 

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT 
ENGINEERING DIVISION'S 

RECOMMENDED AVERAGE SERVICE LIVES 

Historically, the Commission has relied on the National Association of Regulatory 
Utility Commissioners Study of Depreciation Practices for Small Water Utilities 
("NARUC Study"), dated August 15, 1979, and the O&M Guide for the Support of Rural 
Water-Wastewater Systems by Commission on Rural Water, Chicago, Illinois, 1974 
("O&M Guide"), to evaluate the reasonableness of a utility's depreciation practices. This 
study outlines expected service life ranges for various asset groups designed, installed, 
and maintained in accordance with good water works practices. Typically, an 
adjustment is made when the Commission finds that a utility is proposing to use a 
service life that falls outside of this range while service lives falling within these ranges 
are generally accepted. 

In the following table, Engineering staff has identified the account classifications 
for which the utility's current service lives are not consistent with the service lives 
contained in the NARUC Study and the O&M Guide. The table shows the utility's 
current and Engineering staff's recommendation for the estimated service lives based 
on a review of information contained in the record of this case. 

Water Asset Classification Current 
Staff's 

Recommendation 
NARUC 
Study 

Pump House 50 37.5 35-40 
Ford F150, Chevy Truck 10 7 7 
Telemetry equipment 20 10 10 
DLXI Locator 10 17.5 15-20 
Concrete Backwash Pit 1(Wells, 
Springs & Reservoirs) 45 37.5 35-40 
Wells & Springs (Wells, Springs 
& Reservoirs) 45 30 25-35 

Sewer Asset Classification Current 
Staff' s 

Recommendation 
O&M Guide 

Sewer Plant 50 25 20-30 

The utility appears to be utilizing service lives outside the range recommended 
by NARUC and the O&M Guide. Absent any specific and verifiable evidence supporting 
alternative service lives, Engineering staff recommends using the service lives identified 
above which are within the range found reasonable in the NARUC Study and the O&M 
Guide. 

1 Per phone conversation with utility manager, John Pierce, on 12/20/13. 
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